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SECOND INDEPENDENT OFFICES APPROPRIATIONS FOR 
1954 


Tuurspay, Marcu 12, 1953. 
TENNESSEE VALLEY AUTHORITY 


WITNESSES 


HARRY A. CURTIS, DIRECTOR 

R. R. PATY, DIRECTOR 

JOHN OLIVER, GENERAL MANAGER 

C. E. BLEE, CHIEF ENGINEER 

JOSEPH C. SWIDLER, GENERAL COUNSEL 

R. A. KAMPMEIER, ASSISTANT MANAGER OF POWER 

CHARLES H. YOUNG, MANAGER, OFFICE OF CHEMICAL 
ENGINEERING 

JOHN H. CLARK, BUDGET OFFICER 

MARGUERITE OWEN, WASHINGTON REPRESENTATIVE 


Amounts available for obligation 
\ppropriation or estimate (obligations incurred) : 
1952 600 
1953 336 000 
1954 254, 000 


4 1nalysi 8 of er pe nditures 


Obligations incurred during year (total expenditures out of curre 
authorizations invested in revolving fund): 
1952. $238, 389, 600 
1953 336, 027, 000 
1954 254, 355, 000 


Consolidated amounts available for obligation 
tual 1953 estimate | 195 


Income 
l'ransferred from general fund appropriation account 238, 389, 600 027, 000 
Corporate income 121, 751, 297 621, 000 
Prior year balance available 37, 713, 567 9, 488, 645 


Total available for obligation 397, 854, 464 548, 136, 645 469, 441, 128 
Retirement of borrowings 5, 000, 000 5, 000, 000 5, 000, 000 
Repayment of investment 11, 047, 125 , 229, 268 20, 288, 000 
Balance available in subsequent years, and/or reserve for con- 


tingencies 69, 488, 645 35, 810, 128 36, 730, 128 


Total obligations 312, 318, 604 93, 097, 249 407, 423, 000 





Obligations by activities 


OOo) 

OOO 

000 

OOO < 

000 OS 
000 $0, 20 
7, 000 24, 7X 

30, 000, { 


904, 000 
707, 000 
509, 000 
199, 000 
344, 000 
381, 000 
550, 000 


OOO 


249 | 
000 


” 
&] 
200 


14 


Distribution of ninistrative and general expenses 


Total fertilizer and ns program 


Resource development prog 
Resource development a3 000 


Distribution of administrativ d general expense , 000 








Total resource development program f 2, 470, 000 





General service activitic Maintenance of bridges financed 
by others on TVA dams 


Total « xpenses “es ) } , 577, 7, 932, 000 
Changes in Working Capital 
Inventories and property transfers 


Total activities financed from appropriated funds 
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Obligations by activities—Continued 


n, flood control, and pov 


ver program 
Dam 57,9 $171,000 
Patrick r I OOO 
ional hy enerating unit 6, 000 
000 
000 
000 


OU0 
2, OOO 


lotal projects contributing to power 
ition systen 


ind improvements at completed projects 
ition of administ: e and general expenses 


scquisition ol 
Ex penses 


ition, flood control, and power progran 


Power operatior 713 ono 


Multipurpose reservoir operations 7 1. 000 


Distribution of administrative and general exper 29, 3 000 
navigation, flood control, and power program 4. 3 , 000 

000 

O00 


000 


000 


wid general exper f l ), 000 
neral service ities 3, 52 12 ,. 000 
xpense 7 $, 000 


Changes in Working Capital 
tories an ? 5, 246, 000 


Total activities financed from corporate funds 9 5 1. ¢ 000 
rotal obligations 12 iO4 193 "49 
in unliquidated obligatior 107 000 
in inventories and pr erty 5. 207. Fi 5 301, 000 


» in unliquidated obligatior 


Total accrued expenditures 
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Accrued expenditures by objects 
Object classification 1952 actual | 1953 estimate | 1954 estimat 


Total num ber f permanent positions 12, 267 3, 46 14 
Full-time equivalent of all other positions 9, 190 » 24 12, 09 
Average number ¢ f all employees. -- 19 349 23, 32: 24, 


Average salaries and grades 
Grades established by the Board of Directors 
Average salary »¢ ¢ $4, 62 
Average grade TVA. 3 TVA-4: TVA 
Ungraded positions: Average salary 3, 664 3, 71% $3, 7 


Pers ‘nal services } 
Permanent positions $42, 163, 378 51, 847, 284 $55, 913, 6 
Part-time and temporary positions 50, 285, 539 61, 004, 610 66, 059, ( 
Regular pay in excess of 52-week base 5, 274 203, 522 217, 42 
Payment above basic rates ; , 745 4, 722, 528 , 407, 5 
Excess of annual! leave earned over leave taken , 379, 937 
Total personal services 98, , 873 , 777, 944 26, 597, 3 
Travel 2, 208, 005 2, 405, 987 3 55, 5 
Transportation of things ‘ , 072 , 398, 649 
Communication services 7,013 752, 166 
Rents and utility services .. , 57% 2, 309 , 638, 991 
Printing and reproduction , 236 102, 130 
07 Other contractual services _ : ‘708, 30 | 21, 129, 641 
Services performéd by other agencies = 59, 273 5, 828, 050 
08 Supplies and materials , 129, 155 93, 255, 588 
09 Fquipment . 197, 190 223, 607, 419 
10 Lands and structures 3.3 2, 260 3, 316, 400 
11 Grants, subsidies, and contributions 5, 202, 918 , 333, 820 | 
13 Refunds, awards, and indemnities 5, 161 80, 900 | 
14 Interest 3, 559 680, 000 
15 Taxes and assessments 49, 306 789, 564 
Total obligations... 312, 318, 604 493, 097, 249 | 
Deduct | 
Change in unliquidated obligations 107, 289, 000 
Change in inventories and property transfers 5, 207, 510 5, 301, 000 
Add change in unliquidated obligations- , 026, 314 


Total accrued expenditures. 311,137,498 | 380, 507, 249 


Mr. Putiuips. We have with us this morning the representatives 
of the Tennessee Valley Authority to discuss with us their requests 
for appropriations for the fiscal year 1954. 

First, I should say we are very sorry indeed that Mr. Clapp is not 
here and Mr. Wessenauer, and we are particularly sorry because of the 
reasons which keep them away. I understand they are improving 
and their recovery is moving along with satisfactory speed. 

Is that right, Dr. Curtis? 

Mr. Curtis. That is right; yes. I may say we feel a little handi- 
capped today because of the absence of Mr. Clapp, who is our Chair- 
man, and Mr. Wessenauer, who is the head of our power operations. 

They are doing as well as may be expected. Mr. Wessenauer is now 
able to walk about and will be back on the job soon. Mr. Clapp was 
terribly smashed up, and it will be 2 or 3 months before he will be 
able to be back at the office. Of course, we expect to be able to con- 
sult with him much sooner. 

Mr. Putuurps. I think all you gentlemen know we have a very high 
regard for Mr. Clapp. We occasionally have some slight differences 
of opinion, but we have a very high regard for him personally and for 
Mr. Wessenauer. 

And we are very glad, Mr. Clark, that you were so fortunate in the 
accident. In just what part of the plane were you sitting? 

Mr. Cuarx. I was in a center seat. Mr. Wessenauer and Mr 
Clapp were in the rear seats. The worst part of the crackup was in 
the rear part of the plane. 





Mr. Puriuips. We are very glad you were fortunate enough to 
avoid more serious injury. 


LEGISLATIVE AUTHORITY 


Now, the subcommittee has asked each of the agencies that have 
come before us for a statement of the authorization upon which its 
activities are based. 

Mr. Outver. We have it here. 

Mr. Puiuures. If you will give that to the reporter, he will put it in 
the record at this point. 

The matter above referred to is as follows:) 


TENNESSEE VALLEY AUTHORITY, 
Knoazville, Tenn., March 6, 1953 
JoHN PHILLIPS, 
Chairman, Subcommittee ov Independent Offices Appropriations, 
Committee on Appropriations, 
House of Representatives, Washington, D. C 


Dear Mr. Puituips: In response to your letter of February 24, 1953, to Mr. 
Clapp, we are submitting information on TVA program activities for which funds 
are requested for fiscal year 1954, showing the statutory authority foreach. We 
have listed TVA activities by major programs, which is slightly different from the 
arrangement of details of the budget program for the fiscal year ending June 30, 
1954, submitted to the Congress in January 1953. We made this change in order 
hat the details of construction and operations might be readily identified by 
major programs. For convenience in using the list, we have inserted page refer- 
ences to our budget program document, copies of which have been furnished your 
subcommittee, 

If you wish additional information, we will be glad to supply it. 

Sincerely yours, 
TENNESSEE VALLEY AUTHORITY, 
JOHN OLIVER, General Manager. 


Program activities for which funds are requested, fiscal year 1954 


Page ref- 


erence ! Legal authority 


Program 


\. Navigation, flood control, and power pro- 
gram 
I, Construction: 

1. Construction of hydroelectric 8-11; | Secs. 4 (i) and (j), 14, and 27, TVA Act; 16 
projects, installation of addi- 14-16 U.S. C, 83le (i) and (j), 831m, and 831z. 
tional generating units, and 
other additions and im- 
provements at completed 
projects 

2. Construction of steam plants ; Secs (i) and (j), 14, and 27, TVA Act; 16 
and installations of addi- U. 8. C, 83lc (i) and (j), 831m, and 8312, 
tional generating units at 
existing plants 

3. Construction of transmission- Secs. 4 (i) and (j), 12, 14, and 27, TVA Act; 16 
system facilities U. 8. C. 83le (i) and (j), 831k, 831m, and 

8312. 

4. Construction of navigation 7-19 | Sees. 4 (i) and (j), and 27, TVA Act; 16 U. 8, 

facilities C, 83lc (i) and (j), and 831z 
Il, Operations 

1. Navigation operations 27-3 Secs. 9a and 27, TVA Act; 16 U. 8. C. 831h-1 

and 831z 

2. Flood control operations 29-% Secs. 9a and 27, TVA Act; 16 U. 8. C, 83lh-1 

and 83lz. 

3. Power operations 33-35 Secs. 5 (1), 9a, 10, 11, 12, and 27, TVA Act; 16 

U.S. C. 831d (1), 831h-1, 831i, 831j, 831k, 
and 831z. 

4. Multipurpose-reservoir oper- : 3 | Secs. 4 (h), 7 (a), 9a, and 27, TVA Act; 16 
ations. U.S. C. 83le (h), 831f (a), 831h-1, and 831z 


See footnote at end of table, p. 6. 
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Program activities for which funds are requested, fiscal year 1954—-Continu ed 


Page ref- 


Program 
P erence ! 


Legal authority 


B. Fertilizer and munitions program: 
I, Constructior wnd «acquisition of 3 | Secs. 5 (d), (f), (h), and (j), and 27, TVA 
*hemical facilities Act: 16 U. 8. C. 831d (d), (f), (h), and 
and 831z 
Il. Fertilizer and munitions research, -57 | Sees. 5 (b), (c), (d), (e), (h), and (j), an 
levelopment, and demonstra- rVA Act; 16 U. S. C. 88id (b), (c), 
tior (e), (h), and (j), and &83l1z 
C. Resource development progra 54 Sees. 5 (c), 10, 22, 23, 27, TVA Act; 16 U.S. ( 
831d (c), 831i, 831u, 83lv, and 831z. 
ervice 
[hese relate to administration of prograr 
Acquisition of general-use facilities 23-5 and are authorized by the statutory 
Administrative and general activities visions which authorize the prograr 
themselves 
Reimbursable services for other 31 U.S. C. 686 
neck 
Maintenance of bridges financed by 23 U.S. C. 64-69 
others on TVA dams 


1TVA budget program for the fisca] year ending June 30, 1954, submitted to the Congress January 19 


JUSTIFICATION OF ESTIMATES 


Mr. Puiuurps. In looking over the justifications, I think the first 
26 pages should go in in full and then as much of the remaining part 
of the justifications as may seem desirable as we proceed with the 
hearing. 

(The matter follows: ) 


INTRODUCTION 


This statement supplements and supports the narrative statement and standard 
exhibits included in the Budget of the United States, 1954. The supporting 
schedules for the several programs which appear in the printed budget are repeated 
herein, and justification materials are keved to these exhibits. 


APPROPRIATED FUNDS 


TVA is requesting an appropriation of $254,355,000 for 1954. The projects 
and programs for which these funds are required are summarized on pages 2 and 3. 

The bulk of the 1954 appropriation request is for power facilities to meet 
national defense and civilian requirements. Of the total appropriation request 
$246,428,000 is for plant additions, over 97 percent of which relates to power 
facilities. About $95 million of this figure is for continued construction of facilities 
to serve the Atomic Energy Commission for which funds to begin construction 
were made available under the Supplemental Appropriation Act, 1953. 

Appropriation-financed operating expenses are estimated at $7,932,000 in 1954, 
compared with requirements of $7,577,000 in the current year. These estimates 
cover navigation and flood-control operations, including the allocated portions of 
reservoir operating costs; fertilizer and munitions development; resource develop- 
ment; and the portion of administrative and general expenses chargeable against 
these programs. 

CORPORATE FUNDS 


The corporate fund budget for 1954, summarized on pages 4 and 5, provides 
for obligations of $153,068,000. Capital additions will require $36,624,000; 
expenses of operating programs and reimbursable services for other agencies, 
$111,813,000; and inventories, $4,631,000. 

Income for fiscal year 1954 is estimated to be derived as follows: Power opera- 
tions, $144,301,000; sale of fertilizer and munitions products, $21,215,000; reim- 
bursable services for other agencies, $12,052,000; and incidental income from other 
programs and realization of assets, $1,708,000. 

Retirement of bonds and payments to the United States Treasury totaling 


$25,288,000 are budgeted for 1954. 





s 
( 


mmary of appropriation-financed budget (for fiscal years ending June 
1953, and 1954) 


A PPROPRIATION-FINANCED OBLIGATIONS 
ACQUISITION OF ASSETS 


ition, flood-control, and power programs 

ijects contributing to power supply 

South Holston ‘ 

Boone 1 8, ; $3, 706, 000 
Fort Patrick Henry 3 , 421 7, 952, 000 
Additional hydrogenerating units a , 359, , 000 
Johnsonville steam plant 25,7 i 000 
Widows Creek steam plant 37, 659, & , 359, 000 
Kingston steam plant ; ? 5, 454, 000 
hawnee steam plant AO h 000 
Colbert steam plant l 55, 583, 000 
John Sevier steam plant... 3, 000 
Gallatin steam plant ) 7. 000 
New steam plant 


Total projects contributing to power supply 
ransmission system facilities 
Power-service building 
Additions and improvements at completed projects 
Navigation facilities 
nvestigations for future projects 
istribution of administrative 


T 


Total navigation, flood-control, and power programs 
, I I 


rtilizer and munitions programs 


I 
Chemical facilities 
Distribution of administrative and general expenses 
Total fertilizer and munitions programs 
ervice activitic 
eneral facilities 
Distribution of administrative and general expenses 
otal general ser\ 
rotal acquisition of assets, appropriation financed 
EXPENSES 
gation, flood control, and power program 
Navigation operations A . 000 
Flood-control operations " 000 
Multipurpose reservoir operations , 058, 000 
Distribution of administrative and general expense 55, 000 
Total navigation, flood control, and power program 5 587, 000 
izer and munition 
Fertilizer and munitions 
Distribution of administr 
otal fertilizer and munition 
Resource development program 
Resource development 
Distribution of administrative and general expenses 


Total resource development program 


Yi ervice activities 
Maintenance of bridges financed by others on TV A dams 


lotal expenses, appropriation finance 
CHANGES IN WORKING CAPITAL 
entories and property transfers 
otal appropriation financed budget 
SOURCES OF APPROPRIATED FUNDS 
Appropriation - .. 38, 389, 600 
LU nobligated balance from prior year 850, 191 


gated balance carried forward to sub 1 5, 132, 249 


otal appropriated funds 
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Summary of corporate financed budget (for fiscal years ending June 30, 1952, 195 
and 1954) 


1952 actual 1953 estimate | 1954 est 


RATE FINANCED OBLIGATIONS 
ACQUISITION OF ASSETS 


flood control, and power program 

ects contributing to power supply 

South Holston $20, O88 

Boone 157, 975 000 
Fort Patrick Henry 44, 000 
A<iditional hydro generating units 541 . 000 
Johnsville steam plant 209, 632 55, 000 
Widows Creek steam plant 39, 325 , 000 
Kingston steam plant 17, 694 000 
Shawnee steam plent 269, 373 , 000 
Colbert steam plant 103 

John Sevier steam plant 2, 000 


otal projects contributing to power supply 714, 731 000 664, 0 
Transmission system facilities 17, 131, 801 25 000 35, 406, 004 
Additions and improvements at completed projects 37, 660 , 000 7.0 
Distribution of administrative and genera] expenses 239, 640 , 000 


Total acquisition of assets, corporate financed 123, 832 26, 579, 000 
EY TENSES 


Navigation, flood control, and power program 
Power operations 713, 048 ’ , 387, OOK 


Multipurpose reservoir operations , 489, 531 . : , 665, 00 
Distribution of administrative and general expenses , 129, 399 , 287, , 368, 000 


Total navigation, flood control, and power program 331, 978 3, 420, 00 


Fertilizer and munitions progren 


Fertilizer and munitions development , 684, 219 i : 5, 869, OO 
Distribution of administrative and genera] expenses 427, O85 ’ 452, 001 


otal fertilizer and munitions program 5, 112, 204 


Resource development program: Resource development 3, OU 
Genere| service sctivities 
Reimbursable services 3, 461, 171 


Distribution of administrative and general expenses 59, 641 
Total general service activities 3, 420,812 
Total expenses, corporate financed 74, 964, 994 


CHANGES IN WORKING CAPITAI | 
Inventories 5, 122, 326 5, 246, 000 


Total corporate financed obligations - - - , 211, 15: 31, 938, 000 | 
REPAYMENTS 


Payments to U. 8. Treasury 
Retirement of bonds | 5, 000, 000 000, 000 | 
Repayment of appropriation investment in the power | 
program | , 000, 000 000, 000 
Repayment of miscellaneous nonpower proceeds } , 047, 125 , 229, 268 


Total payments to U. 8. Treasury. 3, 047, 125 , 229, 268 


or 


Total corporate financed budget , 258, 277 151, 167, 268 
SOURCES OF CORPORATE FUNDS 
CURRENT INCOME 
Navigation, flood control, and power program 
Navigation operations g 33, 214 14, 000 16, OO 
Power operations 94, 948, 767 105, 681, 000 301, 000 


Multipurpose reservoir operations 220, 042 183, 000 169, 000 


Total program - 


95, 202, 023 105, 878, 000 | 486, 000 


Fertilizer and munitions program: Fertilizer and munitions 
development 20, 007, 222 20, 599, 000 21, 215, 000 
Resource development program: Resource development. -- 71, 955 62, 000 59, 000 





mary of corporate financed budget 
and 1954 


SOURCES OF CORPORATE FUNDs—Continued 
CURRENT INCOME—continued 

eral service activities: Reimbursable services $3, 520, 

ellaneous: Sale of retired plant and other miscellaneous 
eceipts 2, 949, 2 

lotal current income 
DECREASES IN RESERVES 

wel proceeds 

power proceeds 


lotal decreases in reserves 


lotal current income and decreases in reserve 
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ACQUISITION OF A 


Fund requirements in 1954 for acquisition of asset te 283,052,000, of which 
$246,428,000 will be derived from appropriations and $36,624,000 from co 


Is The total corporate fund estimate ar 
re are required for power faciliti« General , ng 
ical-plant additions, and investigations for future projects, all of which are 
ely or wholly defense items, require an additional 1.6 percent of the appropri- 
1 fund estimate. The remaining 0.7 percent represents cleanup of work which 
already underway and other items necessary to maintain sient operati 
ol the items proposed have been carefully rey it Wwe d to reduce oa minim im t 
e of manpower and critical materials. 


PROJECTS CONTRIBUTING TO POWER SUPPLY 


The 1954 budget provides for the following facilities contributing to the pow 
pply for the TVA service area: 


tinued construction of projects under way 
Boone Dam and Reservoir, units 1-3 l $25 
Fort Patrick Henry Dam and Reservoir, units 1 7 2, 216, OM 
onville steam units 1-6 440, 000 
ws Creek steam units 1-6 9 8, 603, 000 
gston steam units 1-8 42, 549, O00 
hawnee steam units 1-10 ' 
olbert steam units 1-4 
John Sevier steam units 1-2 
latin steam units 1-2 


tana hydro unit 3 


2 000 


( erokee hydro units 3-4 l 0 
Douglas hydro unit 4 ] 153, 000 
Hales Bar hydro units 15-16 289. O00 
Hiwassee hydro unit 2 2. 562, 000 

uge hydro unit 1 l 234, 000 


iro unit 1 851. 000 
Subtotal 


r construction of 1 
Ki ton steam unit § 
J evier steam ur an On) 


ew steam plant—units 30, 000, 000 
Subtotal 47, 800, 000 


Total : 222. 474. 000 


Program under way 


During fiscal year 1954 appropriated funds of $174,674,000 will be 1 


for continuation of work on 25 units in 6 steam plants, on 9 hydro units being 


installed at 8 dams, and for miscellaneous work in connection with completion 
of 18 steam and hydro ur , 4 of which were placed in service during fiscal year 
1952 and 14 of which are scheduled to be placed in service during fiscal year 1953 
Che schedule for initial operation of the various units now under construction by 
TVA for which funds will be required during 1954 is as follows: 





Rated 
capacity in 
kilowatts 


Number 
of units 


Scheduled dates of initial opera 
tion (first to last units) 


Hales Bar Dam 48,600 | July, December 1952. 
Boone hydro project 3 75,000 | March-July 1953. 
Fontana Dam 67,500 | September 1953 
Cherokee Dam ¢ 60,000 | February, October 1953. 
Fort Patrick Henry hydro plant 36,000 | November 1953; January 1954 
Johnsonville steam plant } 675,000 | October 1951-February 1953 
Widows Creek steam plant ; 675,000 | July 1952-July 1954, 
Douglas Dam 26,000 | May 1954. 
Chatuge Dar 10,000 | October 1954. 
ibert stea lar { 720,000 | October 1954—-March 1955 
ton steam plant 1, 260,000 | October 1953-February 195. 
I t 1,350,000 | March 1953-April 1955 
John Sevier steam nt ; 360,000 | June, September 1955. 
Hiwassee Dan 58,000 | October 1955 
Nottely Dam | 15,000 | October 1955. 
Gallatin steam plant 450,000 | November 1955; January 1956 
| 


In addition, the Old Hickory project on the Cumberland River is under co 
struction by the Corps of Engineers. The fourth unit of this plant, having a 
rated capacity of 25,000 kilowatts, is scheduled for initial operation in March 1956 

This program approved and under way will increase the rated generating 
capacity of the TVA system (including plants of the Aluminum Company of 
America and Cumberland Basin plants of the Department of the Army) from 
3,859,910 kilowatts at June 30, 1952, to 7,808,385 kilowatts in the winter of 
1954-55; 9,576,385 kilowatts in the winter of 1955-56: and 9,601,385 kilowatts 
in the following winter. The corresponding figures for assured load-carrying 
ability after consideration of such factors as machine outages and reservoir 
drawdown would be 7,314,000 kilowatts in the winter of 1954-55; 9,056,000 
kilowatts in the winter of 1955-56; and 9,076,000 kilowatts in the following 
winter. 

In the past year the estimates of loads have been revised to reflect the announced 
heavy expansion by the Atomic Energy Commission of its facilities at Oak Ridge 
and at its new plant near Paducah. This revision of the AEC loads results in 
estimated total power demands on the TVA system of 8,050,000 kilowatts by 
the end of 1954 and 8,900,000 kilowatts by the end of 1955. A projection of th 
estimates for an additional year indicates a load of 9,600,000 kilowatts by the 
end of: 1956. 

Completion of the program of capacity additions now under way would result 
in the following relationships between system capacities and presently predictable 
loads: 


System Presently 
Installed assured Predictable indicated 
load- system deficiency 
carrying | demands ( or 
ability margin 
| 


| capacity 


Kilowatts Kilowatts | Kilowatts Kilowatts 
Winter of 1954-55 7, 808, 385 7, 314, 000 8, 050, 000 —736, 000 
Winter of 1955-56 9, 576, 385 9, 056, 000 8, 900, 000 156, 006 
Winter of 1956-57 9, 601, 385 9, 076, 000 9, 600, 000 — 524, 006 


The foregoing figures show that, in light of the AEC expansion, the TVA system 
again faces an unsatisfactory power supply situation in the winter of 1954-55, 
with an estimated deficiency of more than 700,000 kilowatts, and that without 
new additions the situation would still be tight the following vear and a deficiency 
of more than half a million kilowatts would again develop by the end of 1956 
These figures are without allowance for any further load development beyond 
that now foreseeable 
New facilities 

It is this situation that the new capacity included in this 1954 budget program 
is designed to -meet. 

Not only must the deficiencies be erased at the earliest possible date but reason- 
able provision for unpredictable load increases is essential. Events have re- 
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itedly shown the need for such provisions. The developments affecting the 
iation in the winter of 1954—55 illustrate this need verv clearly A long time 
st necessarily elapse between the planning for new capacity and its initial 
iilability for carrying system loads, and meanwhile load growth can accelerate 
itly This is especially important in the Tennessee Valley because of its 
itegic location for new defense industries and military establishments se- 
e of these factors, it is imperative to provide some margin in anticipation of 
sible further changes in conditions before the end of 1956, and to increase the 
slim margin which the program under way would provide at the end of 1955 
he 1954 budget program, therefore, is predicated upon providing an assured 
tem load-carrying ability by the end of 1956 of 316,000 kw. greater than the 
tem loads presently forecast. This would be obtained with the following 
ram of capacity additions to be started in 1954: 


j 
Rated 
capacity in 


kilowatts 


team unit ¥ 000 November 1955 
ier steam unit 3 000 | May 1956 
im plant, units nd 000 | September, Nover 
1956 


Total 


addition, it is assumed that the Corps of Engineers will be able by the end 
156 to install 36,000 kilowatts of capacity at the Cheatham project on the 
nberland River 
This program would give the following capacity-load relationships 


demands 


ter of 1955-56 7 RH 9, 246, 000 & 900, 000 
ter of 1956-57 l , oes 9, 916, 000 9, 600, 000 


TRANSMISSION SYSTEM FACILITIES 


\ continued heavy program of transmission line and substation construction 

1954 will result from the need for completing as soon as practicable a number 
f high-capacity 154-kilovolt lines and terminal facilities. These facilities are 
required to connect to the system the power-generating facilities now under 
construction for supplying power to the Atomic Energy Commission and to provide 
for general load growth throughout the area. 

As shown in the following tabulation, the estimated obligations for transmission 
system facilities in fiseal year 1954 are $52,321,000, of which $35,406,000 will be 
provided from corporate funds and $16,915,000 from appropriated funds. 


Appropriated| Corporate 
funds funds 


iross obligations 
Direct 
Primary transmission facilities 000 7, 218, 000 $33, 320, 000 
Subtransmission facilities z 927, 000 
Other transmission facilities 5, 570, 570, 000 


Total direct . , 000 33, 715, 000 817, 000 
Indirect + 000 . 691, 000 504, 000 


Total, 1954 }, 915, 000 406, 000 42, 321, 000 
tal, 1953 25, 707, 000 25, 202, 000 50, 909, 000 
tal, 1952 , 225, 411 17, 131, 801 36, 357, 212 
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The estimate of $49,817,000 for direct construction obligations in 1954 ineludes 
$33,320,000 for added primary transmission-system facilities. These facilities 
which operate principally at 154,000 volts, are required for transmitting large 
quantities of power from the generating plants to (1) the 66,000-volt and 44,000- 
volt subtransmission system, which in turn supplies principally the loads of th« 
municipalities and cooperatives; and (2) those directly served customers who 
purchase substantial amounts of power. The primary system is also utilized for 
power transfers with neighboring utilities in connection with interchange and 
other transactions. The breakdown of the $16,102,000 of appropriated funds for 
primary transmission facilities is as follows: 


Completion of projects started prior to fiseal vear 1954: 
Oil circuit breakers at Watts Bar and Fort Loudoun switchyards $280, 000 
Transmission connections for 
Boone Dam and Fort Patrick Henry Dam hydroplants__-- 35, 000 
Fontana hydroplant unit 3 iis ae ae 200, 000 
Kingston steamplant units 1-8 : x 764, 000 
Old Hickory hydroplant ! ; : 113, 000 
Shawnee steamplant units 1-10 , 019, 000 
Wolf Creek hydroplant ! a 012, 000 
Continuation of projects started prior to fiscal year 1954: 
Transmission connections for 
Colbert steamplant units 1—4 : 400, 000 
Dale Hollow hydroplant unit 3! ’ : 100, 000 
John Sevier steamplant units 1—2 3, 145, 000 
Widows Creek steamplant units 5—6_ - ; 574, 000 


Total projects started prior to fiscal year 1954__ 10, 642, 000 
Projects to be started in fiscal year 1954: 
Transmission connections for 
Cheatham hydroplant ! 300, 000 
Gallatin steamplant units 1-2 2, 760, 000 
Johnsonville-Covington 154-kilovolt transmission line- 2, 400, 000 


Total direct obligations, appropriated funds___.______-- 16, 102, 000 


1Cumberland Basin projects of the Department of the Army. 


Primary transmission-system facilities to be financed from corporate funds in 
1954 total $17,218,000, of which $11,272,000 is for continuation of work on projects 
begun prior to 1954. The latter estimate includes $9,481,000 for new primary 
substations and line connections (at or near Fort Payne, Ala.; Belfast, Charleston, 
Locust Springs, Columbia, Chattanooga, and Hillsboro, Tenn.; and Bowling 
Green and Hopkinsville, Ky.); $2,102,000 for increasing the capacity of primary 
substations at Decatur, Ala.; Aleoa, Clarksville, Covington, Knoxville, Martin, 
and South Nashville, Tenn.; and near Kentucky Dam; $330,000 for a transmissio1 
connection between Guntersville Dam and Cullman, Ala.; $43,000 for a third 
154-kilovolt line between Calderwood and Alcoa, Tenn.; $75,000 for a 154-kilovolt 
connection from West Point to a point northesat of Philadelphia, Miss.; $182,000 
for consolidation of the primary substation and switching station at Huntsville, 
\la.; and a credit of $941,000 for retirement of oil circuit breakers at Wilson, 
Wheeler, and Reynolds substations and a minor retirement at Old Hickory 
hydroplant. 

The remainder of the corporate funds for primary transmission-system facilities 
$5,946,000, is reauired for projects to be started in fiscal vear 1954. This estimat: 
includes $4,413,000 for new primary substations at Cullman and Muscle Shoals, 
\la.; Fowlkes and Lebanon, Tenn.; and Mayfield, Ky.; $269,000 for increasing 
the capacity at West Point, Miss., primary substation; $856,000 for increasing 
the capacity of 154-kilovolt transmission lines between Centerville and West 
Nashville, Tenn., and Pickwick and Jackson, Tenn.; and $408,000 for a trans- 
mission connection between Apalachia hydroplant switchyard and the new Ogle- 
thorpe substation near Chattanooga 

Direct construction expenditures of $10,927,000 will be required in 1954 to 
increase the capacity of subtransmission system facilities. Of this amount, 
$2,225,000 is for continuing work started prior to 1954, including $193,000 for 
new substations at Fairview, Belle Mina, and Morgan County, Ala.; Lebanon 
and Linden, Tenn.; and Leitchfield and Rosine, Ky.; $150,000 for a 44-kilovolt 
switching station at Muscle Shoals, Ala.; $310,000 for new 66-kilovolt transmis- 
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connections in Tennessee between Linden and Centerville and Spring City 
Crossville; $110,000 for a 44-kilovolt connection between West Point and 
iben, Miss.; $200,000 for rebuilding the Cherokee-M orristown, Tenn., 66-kilo 
line and the Morristown substation; $117,000 for conversion to 66-kilovolt 
ration of the Johnsonville-Waverly-Mckiwen, Tenn., 44-kilovolt line and the 
irphy, N. C.-Nottely, Ga., 44-kilovolt line; and $1,145,000 for capacity increases 
existing substations (at Ardmore, Ala.; Columbia, Fayetteville, Greenevil 
isburg, Paris, Shelbyville, and Tullahoma, Tenn Boon¢ Vilie, Miss Hopkir 
, Ky.; and North Bristol, Va.; and a number of smaller substations throughout 
system). The remainder of the 1954 estimate for subtransmission facilities 
$8. 702.000, covers line and substation additior to be started in 1954) throug! 
the power-service area where loads have outgrown existing facilities. Of t 
vunt, $5,089,000 is for a number of new 66,000-volt and 44,000-volt tra: 
on lines and substations, and $3,613,000 is for capacity increases at existing 
tations 
Che remainder of the 1954 estimate, $5,570,000, includes $1,000,000 for trans- 
sion facilities to serve such new loads as may develop in the power-service area 
i for which facilities are not otherwise provided; $500,000 for additions to and 
abilitation of communication facilities; $892,000 for major rehabilitation of a 
nber of 66,000-volt and 44,000-volt transmission lines; $331,000 for minor 
abilitation, additions, and replacements at generating plants; $1,237,000 for a 
ntinuing program of minor substation and transmission line replacements of a 
intenance nature and purchase of tools and equipment for transmission cor 
ruction and maintenance purposes; $268,000 for warehousing facilities and oper- 
headquarters buildings; $10,000 for minor property acquisitions: and 
$1,332,000 for miscellaneous static capacitor and low-voltage switch installations. 


ADDITION AND IMPROVEMENTS AT COMPLETED PROJECTS 


Actual obligations for 1952 and estimated obligations for 1953 and 1954 are 
wn in the following table: 


iated fur 
nstruction cleanup work on completed projects $14, 13 71 $136, 000 
e improvements and public-use facilities . } 36, OO 101. 000 


Construction for malaria control 287 71. 000 665, 000 


Access roads to cabin sites scheduled for sale > ¢ 33. 000 A). OOO 
Replacement of operating mechanisms for spillway gates 

at Wilson Dam 000 704 000 
Miscellaneous plant and equipment 56, 622 77, 000 45, 000 


lotal appropr ated funds 000 


rate funds: Minor additions and improvements to 
rating stations 


Construction cleanup work on completed projects 


lhe 1954 estimate of $136,000 for construction cleanup work covers final lar 
s, land records, allowances for court awards for land acquisition cases in 

cess of condemnation, preparation of record drawings showing projects as built, 

1 limited-term maintenance of fills on relocated highways along Kentucky 


Reservoir. 


Site improvements and public-use facilities 

The 1954 estimate of $101,000 for site improvements and public-use facilities 
ides $60,000 for a public-safety-service headquarters and public toilet building 
it Kentucky Dam, $35,000 for improvements to parking areas near the Wilson 
Dam powerhouse, and $6,000 for minor items at Guntersville and Douglas Dams 
lhe large number of visitors to IVA projects requires that reasonably adequate 
facilities be provided for their accommodation. ‘lo achieve economy in construc 
tion and to increase the convenience of meeting, directing, and informing visitors, 
eadquarters space for ‘1 VA public-safety-service officers is generally provided at 
each dam in a single structure which also includes public toilet facilities. Public 
toilet facilities are being built at Guntersville Dam in 1953, and the 1954 budget 
provides for building needed facilities at Kentucky Dam. Present parking space 
the vicinity of Wilson powerhouse is inadequate to serve the number of em 
ovees and visitors at this location. As aresult, planted areas are being destroyed 


82490—53—pt. 1——-2 
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by indiscriminate parkers, and grounds maintenance is excessive. To correct this 
situation, the 1954 budget provides funds for extending the parking facilities 


Construction for malaria control 

Construction work to alter the contour of the reservoir shoreline is the most 
effective and economical method of malaria-mosquito control in certain areas of t 
TVA reservoirs. In some cases construction for malaria control was perform: 
as a part of the original dam and reservoir construction. Studies have shown t 
need for additional construction in several mainstream reservoirs. TVA now has 
under way a program for completion of the permanent shoreline improvement wor! 
for malaria control in problem areas on Kentucky, Pickwick, Wilson, Wheele: 
Guntersville, and Chickamauga Reservoirs. 

During fiscal year 1953 shoreline improvement work will be completed 
Wheeler Reservoir and work will be started in Guntersville Reservoir. The 1954 
estimate of $665,000 for malaria-control construction includes $402,000 for com 
pleting the work in Guntersville Reservoir, $206,000 for similar work in Kentue} 
Reservoir, $50,000 for installation of electric pumps at the Duck River dewaterir 
project on Kentucky Reservoir, and $7,000 for engineering for shoreline improv: 
ment work on other reservoirs. It is expected that the shoreline improvement 
program will be completed in 1955 by finishing the work in Kentucky, Pickwick 
and Chickamauga Reservoirs 

Completion of the shoreline improvement work will result in substantial savings 
in operating costs and in more effective control of the malaria hazard. For 
example, the work in Guntersville reservoir will bring about a saving in annua 
operating costs of about $50,000, which would amortize the investment of 
$810,000 in about 16 years. The useful life of the improvements is estimated 
at 100 vears The shoreline improvements will also provide a greater degree of 
protection against unusually adverse malaria mosquito conditions. An incidenta 
benefit is the reclaiming of substantial land areas. 


Access roads to cabin sites scheduled for sale 

The 1954 estimate ineludes $50,000 for constructing 7 low-cost roads to points 
on 6 reservoirs. Construction of these roads will permit sale of surplus properties 
in isolated areas at prices sufficiently enhanced to exceed the cost of building th 
access roads. 
Replacement of operating mechanisms for spillway gates at Wilson Dam 

The present spillway gates at Wilson Dam and their operating mechanisms 
were built about 30 years ago. The operating mechanisms have deteriorated to 
the extent that maintenance costs are excessive and operation of the gates is 
unreliable even with extensive maintenance. Close gate settings to avoid wast: 
of water cannot be maintained. It is proposed to replace the present hydraulic 
mechanisms for the 58 gates with electrically driven mechanical hoisting devices 
The 1954 budget includes $44,000 for completing design work and $750,000 t 
cover an order for new machinery. The total job is estimated to cost about 
$1,000,000, requiring about $200,000 in 1955 for installing the gate-operatir 
machinery. 


Miscellaneous plant and equipme nt 

The estimate of $45,000 includes $27,000 for completing the installation of a 
very high frequency radio system, started in fiscal year 1952, for transmissior 
of hydrologic information; $5,000 for installation of minor property protectior 
facilities at various dams; and $13,000 for a number of miscellaneous additions 
and retirements at completed projects, such as boats, motors, and other portable 
malaria control equipment, and mowers, rakes, and small tools for maintenanc¢ 
of dam reservations. 
Minor additions and improvements to generating facilities 

The 1954 estimate of $67,000 from corporate funds covers cleanup of desig! 
and construction work on recently installed generating units, work on land 
records for single-purpose power reservoirs, purchase of reservation maintenanct 
tools for single-purpose power projects, and minor additions and retirements at 
various powerhouses. 





NAVIGATION FACILITIES 


Plans for proposed navigation facilities have been developed in consultation 
representatives of the Corps of Engineers, United States Army. The 1954 
timate of $568,000 covers the following items: 


Design work for a new navigation lock, Wilson Dam 252, 000 
vigation channel improvements: 
Mooring cells downstream from Guntersville lock 57. 000 
Safety landings, Wilson Dam 29, 000 
er navigation facilities: 
Raise lower lockwali, Guntersville 32. 000 
\liscellaneous minor facilities 000 


Total 000 


gn work for a new navigation lock, Wilson Dam 

The worst traffic bottleneck on the Tennessee River is at Wilson Dam. Three 
kages—through a tandem double-lift lock at Wilson Dam and a single-lift 
; at lock and dam No. | about 2.6 miles downstream from Wilson Dam—are 
essary to pass traffic between Pickwick and Wilson Reservoirs. These old 
ks were designed about 30 years ago to meet the needs of navigation as visu- 
ed at that time. The controlling lock size is 60 feet by 292 feet. Parges 
isuring 300 feet are in use on other rivers but cannot reach a single important 
nnessee River port because of this restriction. The lock sizes, filling and 
ptying mechanisms, and channel approaches are obsolete 

lhe excessive time required for lockages, the small size of the existing locks, the 

azardous approach channels, and the frequency of flooding restrict the speed and 

olume of traffic moving on the Tennessee River. About 1.2 million tons of 
traffic passed through these locks in 1952. As traffic approaches 2 million tons 
annually the congestion will substantially retard further growth of traffic and 

is limit the usefulness of the river for transportation. Based on expected 
traffic growth, without taking into account coal movements to TVA’s Widows 
Creek steam plant, a volume of more than 2 million tons is expected by 1958. 

Current Tennessee River traffic of direct military significance or essential to 
he civilian economy includes military vehicles, chemical products, scrap iron, 

el, salt, sulfur, grain, petroleum products, coal and coke, new vessels, and 
construction materials and equipment. Water shipments have begun from the 
newly constructed AEC dock at Oak Ridge to Paducah, Ky. A new unloading 
lock at the Huntsville Arsenal is receiving salt for use in the manufacture of 
chemicals. Substantial use of water transport is expected to be made by the 
Bowater paper mill now under construction at Charleston, Tenn. TVA’s steam 
plants, large chemical plants, metallurgical plants, and the Ingalls Shipyard are 

ajor types of defense industry now using Tennessee River barge shipment 
\ number of other firms are seeking new terminal and plant sites along the water- 
Vay 

In order to have the new lock in operation by 1958, when it will be critically 
needed, construction must be started in fiscal vear 1955. This schedule requires 
that a substantial part of the design work, which was begun in the current year, 
be completed during fiscal year 1954. The 1954 estimate of $252,000 wouid 
permit completion of aobut 40 percent of the design work. Remaining plans 
an be prepared as construction proceeds. 

The general plan for the new lock calls for construction of one large, single-lift 
ock with chamber dimensions of 110 feet by 600 feet and a maximum lift of 100 
feet. The existing lock and dam No. 1 would be eliminated by deepening the 
approach canal to the Wilson lock and adding to the old Wilson lock a third lift 
qual to the lift at lock No. 1. The present Wilson lock, as thus modified, would 
serve as an auxiliary to the new main lock. Total cost of the project is estimated 
at about $35 million 


Vavigation channel improvements 


The downstream mooring cells at Guntersville will provide necessary mooring 
facilities for tows entering the lock. These mooring cells will serve as an extension 
to the lower guide wall and are necessary to make the lock approach safer and 
more usable in times.of floodwater. 

An estimate of $29,000 provides for construction of five safety landings in the 
Wilson reservoir to provide refuge for protection of tows during storms or other 
emergency conditions. This will complete the program of safety harbor and land- 
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¢ 


except for four safety harbors in the Hales Bar Reservoir w] 
i for construction in later vears 


tics 
32,000 provides for raising by 6 feet the lower lockwall at 
Guntersville Dar he total estimated cost of the project, including desig 
work budgeted 953, is $1 — It will be completed in 1954. Becauss 
turbulence and strong currents in the lower approach channel and high tailwater 
‘ lower lockw alls , navigation at Guntersville is brought to a 
standstill by moderate floods. ‘he proposed improvements would increase 
safety and effici v of navigation at all pool stages and would permit the | 
to remain in operation up to a flood of 40-year frequency, a standard which ha 
already been achieved at most of the other locks. The need for this improv 
ment at Guntersville became apparent after World War II when a rapid expar 
sion in traffic coincided with several substantial floods. The existing situation 
is particularly hazardous for hopper-type barges used for carrying coal. The 
growing coal craffic on the river makes it especially important to bring the Gun- 
tersville lower lock approach up to a reasonable standard of safety. 
The major items covered by the estimate of $98,000 for miscellaneous minor 
fac ilities are construction of oil storage buildings at Kentucky and Chickamauga 
cks and installation of voice amplifving facilities at all locks. These facilities 
required for effective lock operations and have been requested by the Corps 
I which operates the locks. 


INVESTIGATIONS FOR FULURE PROJECTS 


The planning and scheduling of additional power and multipurpose proje 
require extensive preliminary engineering work. Site investigations are made 
determine alternative sites for future installations in areas where power loads ar 
developing most rapidly Drilling and other field explorations are necessary to 
determine foundation characteristics, and to compare the relative engineerir 
feasibility of different locations. Preliminary design studies of sufficient scopé 
are made to compare probable operating characteristics and costs. The 1954 
estimate for these investigations is $287,000. 


CHEMICAL FACILITIES 


The TVA chemical laboratories at Wilson Dam, Ala., and the production faci 
ities at Wilson Dam, Ala., and Columbia, Tenn. form a center of research for the 
development of new or improved fertilizers and processes. While the chemic: 
facilities are normally planned, built, and operated for peacetime purposes, t! 

are useful for research on and production of certain tvpes of munitions. The 
of these facilities in the current national defense effort is described in t! 

ction of this document beginning on page 45. 

The 1954 estimate of $1,642,000 provides for completing construction of nitric 
phosphate demonstration production facilities started in 1953; for prospecting 
and acquisition of phosphate lands; and for construction work necessary to con 
plete process developments under way and permit continued operation of present 
facilities. No new production facilities are proposed to be started in 1954. 

Following is a summary of 1952 obligations and estimated obligations in 1953 
and 1954: 


1952 actual | 1953 estimate | 1954 estimat: 


$75, 58 $175, 000 $155, 06 

1 3, 063 637, 000 390, 0 

rogen facilities 524, 628 562, 000 60. OOM 
Combination fertilizer ic 588 | 175, 000 770, 000 
Emergency plar placement 27, 832 240, 000 400, 000 
( 


“poet Ed nical f: t , 070 —141, 000 —133, 000 


Total , 641, 629 1, 648, 000 1, 642, 006 


Phosphate lands and rights 


The estimate of $155,000 includes $30,000 for prospecting and purchasing 
phosphate lands in Tennessee in order to consolidate TVA reserves and $125,000 
for continuation of prospecting in Florida. A substantial portion of TVA’s re- 
quirements of raw phosphate is supplied from the Florida fields, since high-grad¢ 
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ida rock is necessary for blending with material from the Tennessee holdings 
Continued prospecting work in the hard-rock field is planned in an effort to find a 
reserve of high-grade rock which can be economically used at Wilson Dam. This 
d permit better use of TV A’s low-grade reserves and provide an assured source 
phosphatic raw material. As a result of prospecting in Florida, a substantial 
ntity of recoverable rock has been located. The deposits found might be 
able as part of a consolidation, but they are so located that the pattern of such 
msolidation is not now apparent. 


isphate facilities 
[he 1954 estimate for phosphate facilities provides for the following items 


Repairs to No. 5 electric phosphorus furnace $100, 000 
Facilities for abatement of atmospheric pollution 200. 000 
rechnological improvements to calcium metaphosphate facilities 60. 000 

chnological improvements to agglomeration facilities 30, 000 


Total 390, 000 


Because of deterioration of the No. 5 electric phosphorus furnace, TVA had 
anned to replace it with a new furnace of improved design Further studies 
ve shown that certain major repairs of a capital nature will put the old furnace 
ndition for sustained operation but at some sacrifice in capacity as compared 
a furnace of improved design. At present the unit is being operated at re- 
ced loads in order to maintain existing capacity for phosphorus production 
estimate of $100,000 provides primarily for construction of an improved 
nace roof with necessary electrode guides and winches. This will permit re- 
ring the normal power loading and will prevent further damage to the electro- 
atic precipitators. These repairs will preserve TVA’s capacity supply 
phorus for munitions. 
[VA has had underway for a number of years a program of investigation and 
ntrol of atmospheric pollution in the area of its chemical plants. Changes in 
ocesses, operating techniques, and facilities have been and are being made to 
ati 1ospherie pollution problems. Major recovery facilities have been 
talled on the fused tricalcium phosphate furnaces, and installation of similar 
facilities for the calcium metaphosphate unit is awaiting delivery of materials 
1954 estimate of $200,000 provides for further work on eliminating the 
lischarge of dust and fumes from facilities at Wilson Dam. Specific plans for the 
facilities to be built in 1954 will depend upon current studies. 
lhe estimate of $60,000 for technological improvements to calcium metaphos- 
facilities is for plant changes growing out of continuing developmental 
yperation. Calcium metaphosphate, containing 62 percent P.Os, is the most 
meentrated phosphate fertilizer on the market and requires no sulfurie acid in its 
anufaecture. It is produced in a new grateless furnace developed after World 
Warll. During the past year the major engineering problem consisted of finding 
1 satisfactory furnace lining. Current production is exceeding previous capacity 
timates. ‘Technological improvements proposed for 1954 include a larger 
tapping drum, redesigned tower section, new blower, and air filters. These are 
needed to stabilize certain phases of the operation, increase recoveries, and 
mplete full development of the process. 
lhe estimate of $30,000 for technological improvements to phosphate agglom- 
eration facilities provides for changes in the No. 1 pelletizer and shaft kiln which 
reliminary operation of this new facility indicated to be necessary. The major 
ature is change of the combustion chamber to improve control of calcination 
mperatures and product quality and to increase the production rate 


trogen facilities 


rhe estimate of $60,000 for nitrogen facilities is for minor improvements of the 
kind normally required to maintain efficient operation of any large chemical plant 
Examples are insulation of ammonia lines to decrease corrosion and maintenance of 
steel supporting structures, gas filters to reduce losses in production, compressor 
interstage coolers to correct excessive Maintenance, and minor improvements to 
obtain optimum operation of the new pressure-type nitric acid unit to be completed 
In 1953. 


Combination fertilizer facilities 


The estimate of $770,000 is for completing construction of nitric phosphate 
roduetion facilities started in 1953. These facilities will produce concentrated, 
omogeneous fertilizer compounds containing phosphate, nitrogen, and optionally 
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potash. These facilities will be so designed that four nitric phosphate processes 
with varying ratios of plant-food content, can be demonstrated. Production y 
vary between 40,000 and 60,000 tons of fertilizer annually, depending on th, 
process used. The plant-food concentration of the products is about double that 
of the average mixed fertilizer, and the products can be produced at a cost below 
the present wholesale price of comparable commercial mixtures. 

These facilities are based on several years of TVA small-scale and pilot-pla: 
research. The processes have attracted much interest on the part of industr 
TVA engineers have discussed the process with industry representatives and have 
made research results available. One association of farmer cooperatives is making 
plans to construct a plant using one of the nitric phosphate processes. _Develop- 
ment of nitric phosphate fertilizer has been recommended by the USDA, th 
NPA Phosphatic Fertilizers Advisory Committee, and a subcommittee of 
House Committee on Agriculture. The AEC is also interested in the processes 
because of their possible effect on the recovery of uranium. The processes are of 
particular current interest because some of them do not require sulfuric acid, now 
in seriously short supply. 

By building these facilities, TV A will be able to provide the technical informatior 
necessary to encourage adoption of the process by small producers who cannot 
afford extensive pilot-plant research or heavy fees for licenses to use foreign proc- 
esses. It will provide opportunity for finding process improvements and economies 
beyond those which can be expected to result from pilot-plant research alone 
This should accelerate substantially the widespread adoption by industry of th 

various “itric phosphate processes. Upon completion of the facilities, the bulk 
of the product will be distributed through TVA’s special-use sales program. It 
will be sold at prices which will provide a reasonable margin above cost but whi 
will result in substantial saving to the farmer in comparison with existing mixed 
fertilizer prices. 


Emergency plant replacements 


An estimate of $400,000 is included for emergency plant replacements. This 
is less than the amount actually obligated in 1952 and is necessary for replacement 
of wornout, obsolete, or inadequate equipment and for installation of facilities 
necessary to protect the health and safety of employees. These requirements 
cannot be anticipated item by item but must be provided for in an activity of the 
scope of the TVA fertilizer and munitions program. Examples of replacements 
which may be required are electric furnace shell, crucible, transformer, and 
precipitor; nitric acid absorption towers; 30-year-old roofs on various plant build 
ings; and raw materials equipment. 


General chemical facilities 


The estimate includes $140,000 for work tools and equipment, $15,000 for 
preliminary investigations and design studies for future facilities, and $7,000 for 
final design drawings showing the chemical engineering building as constructed, 
less a credit of $295,000 for depreciation on general chemical plant and shop 
facilities. 

GENERAL FACILITIES 


General facilities include such items as office furniture and equipment, trans- 
portation facilities, plant additions and improvements on general-use reservations, 
and construction equipment not assigned to specific projects. These facilities 
are used in all TVA activities. 

Obligations in 1952 and estimated obligations for 1953 and 1954 are shown be- 
low: 


1952 actual | 1953 estimate | 1954 estimate 


General construction equipment and inventories $465, 064 $147, 249 $17, 
Office facilities and equipment 311, 718 376, 000 | 427 
Transportation facilities and equipment 1, 311, 664 | 1, 574, 000 741, 
Public recreation facilities 1, 321 15, 000 | 

Other general facilities and equipment 41, 597 122, 000 71 


Total | 2,131,364} 2, 234, 249 | 
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ral construction equipment and inventories 


This category reflects changes in inventories maintained for general construction 


rposes and in the net investment in a pool of trucks, 
is shifted from 
Purchases of new equipment, necessary primarily 


pment, and other machinery which 


ing construction needs 


project 


tractors, 


dirt-n 
to project 


IoOvVInA 
with 


replacement of worn-out or obsolete items, are estimated to require $180,000 


954 


ice 


the estimated obligations to $17,000 


Office facilities and equipment 


equipment 

ig equipment 
ment for offic 
llaneous facilities 


Ser Vice 


shops 


1952 actual 


$473, 582 
8, 423 
22, 638 


1,915 


$47 


Subtotal 


lepreciation on facilities and equipment i 


502, 7 


191 


$11 


060 


78 


718 


190 


1953 estimate 


5, 000 
18, 000 
71, Om 
2, OOO 
566, 000 


376, 000 


Reductions in inventories and credits for equipment use and transfers 


0 
Our 
10). OM 


000 


The estimate of $450,000 for office equipment includes $145,000 for replacing 

orn-out or obsolete equipment such as typewriters, adding machines, and calcu- 
lators, and $305,000 for additional furniture and equipment made necessary by 
expanded construction and operating activities. 

The estimate of $143,000 for building equipment includes $18,000 for installa- 

of miscellaneous building equipment, such as boilers and heating systems; 
$20,000 for installation of automatic controls in two office building elevators; 
$30,000 for installation of a freight elevator in a building which is used for shops 
and storage as well as office space; and $75,000 for purchase of air-conditioning 
equipment. 

\n estimated $30,000 will be required for miscellaneous office service shop 
equipment such as reproduction machines, postage machines, motors, ventilating 
lathes, shelving, etc., much of which is for replacement purposes. The 
timate of $4,000 for miscellaneous facilities covers replacements and additions 

VA telephone facilities at Wilson Dam. 


Transportation facilities and equipment 


1952 actual 1953 estimate 1954 estimate 


iger sedans 
icks and heavy mobile equipment I 
craft 60. 
ind service equipment 59. 
we facilities 435 


$387 


435, 


$258, 000 
1, 146, 000 
100, OOO 

74, 000 

,, OOO 


Subtotal 
depreciation on facilities and equipment in service 


2, 374 


800. 


rotal 


rhe estimate of $258,000 for passenger sedans provides for the purchase of 180 
ehicles as replacements for an equal number which will have reached an age or 


ileage accumulation when it is more economical to replace than repair. The 

imber of sedans in the transportation fleet will remain at 845. 

The estimate of $1,146,000 for trucks and heavy mobile equipment covers the 
purchase (largely for replacements) of 140 light trucks, 60 medium trucks, 41 line 
maintenance and construction trucks, 30 construction machines, and 20 heavy 
trailers. 

TVA presently operates one 14-year-old, 6-place airplane for transportation 
purposes. Another plane of the same size, which is 10 years old, is used principally 
for mapping work and to some extent for transportation. Both of these planes 
are obsolete types, having limited fuel capacity and inadequate radio and naviga- 
tion instruments. The $100,000 estimate provides for obtaining a more modern, 
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safer airplane. The selection of type of plane to be acquired will be made on the 
basis of availabilitv, price, and economy of operation. 

The estimate of $74,000 for shop and service equipment covers miscellaneous 
equipment items needed in transportation shops and the cost of installing special] 
equipment on trucks or other vehicles. 

An estimated $3,000 will be required in 1954 for cleanup work on a general 
transportation garage being constructed at Wilson Dam in 1953. TVA trans- 
portation equipment at Wilson Dam has been serviced in old buildings constructed 
as temporarv structures during World War I and not well suited for garage 
purposes. The facilities had deteriorated to the point where they were no longer 
safe for workmen or storage of vehicles. 


Other general facilities and equipment 


The 1954 estimate of $71,000 for other general facilities and equipment consists 
of $121,000 for minor additions to general facilities on the Wilson Dam reservation, 
engineering equipment, and general plant and equipment items required for 
resource development and administrative services, less a credit of $50,000, for 
depreciation on facilities in service. 


NAVIGATION OPERATIONS 


Appropriated fund requirements for direct navigation expense are $288,000 in 
1954, compared to the 1953 estimate of $286,000 and actual expenditures in 1952 
of $329.106. Net expense for 1954 and 1953 is estimated to be $2,822,000 and 
$2,747,000, respectively. Actual. net. expense in 1952 .was. $2,670,453. Net 
expense figures include provision for depreciation (which involves no cash outlay) 
administrative and general expenses, and a portion of multipurpose reservoir 
operations expense 

TVA has the primary Federal responsibility for navigation improvement on 
the Tennessee River and its tributaries. Through its chain of multipurpose 
dams and reservoirs it has provided one of the best channels in the inland water- 
way system. Provision of this channel was a fundamental objective of the TVA 
Act. Its operation and maintenance is a cooperative enterprise. The Corps 
of Engineers operates and maintains the locks and maintains the main channel 
and safety harbors. The United States Coast Guard installs and maintains 
navigation aids on the main channel and certain 9-foot tributary channels. TVA 
maintains and operates the dams and reservoirs and marks those feeder channels 
for which the Coast Guard has no responsibility. 

The public is making increased use of the navigation channel. In 1933 freight 
movement on the Tennessee amounted to only 32,600,000 ton-miles, most of it 
the shert haul of local products. In calendar year 1951 this ton-mile figure hs 
increased to over 582,000,000 ton-miles; 1952 traffic is expected to exceed 8 
000,000 ton-miles. 

Direct savings in transportation costs to shippers in 1951 were about $8,000,000. 
All costs of the Federal Government for operating and maintaining the water- 
way—ineluding depreciation—were about $3,600,000. The difference between 
shipper benefits and costs represents a return of more than 3.1 percent on the 
Federal investment 

One of the objectives of this activity is to insure that existing facilities ar 
adequately operated and maintained and improved as necessary to meet traffic 
requirements. During 1954 special effort will be made to complete the prepara- 
tion of mainstream navigation charts. 

One factor in the rapid increase in traffic on the Tennessee River is the advice 
and technical assistance TVA has given to municipalities, carriers, and shippers 
on terminals, floating equipment, and industrial waterfront lands. TVA activities 
in this field include research necessary to maintain engineering data upon which 
inquiries may be answered, plans made, and assistance given. During 1954 
intensive effort will be given to development of technical information on water- 
front industrial areas. 

TVA gives continuing advisory assistance to shippers and carriers arising from 
its transportation economics research. The major task in this research field in 
1954 will be completion of the final chapter, consisting of a summary and recom- 
mendations, of a report, Economic Barriers to Full Navigation Use of the Ten- 
nessee River. 

The net expense of flood-contro! operations is estimated at $2,502,000 in 1954, 
compared to $2,370,000 in 1953 and actual expense of $2,261,218 in 1952. These 
figures include provision for depreciation, distributed administrative and general 
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, and a portion of multipurpose reservoir Operations expenses. App! )- 
ited funds required for direct flood-contro!l operations are estimated to be 
3,000 for 1954. 
Program activities include collection and analysis of flood data, studies 
ve operations of the existing system, studies of potentia! projects which 
t flood contro! on the Tennessee River system, and technical advice and a 
unce to State and local governments to encourage their assumption of responsi- 
for solution of local urban and rural flood-control problems 
VA has a continuing interest in local flood problems since their solution is 
portant to development of the valley. In the Tennessee Valley, as in other 
ts of the Nation, little initiative has been taken by States and cities in assuming 
pol sibility for local flood-contro!l problems, partly because the Flood Control 
of 1936 and subsequent legislation assumes for the Federal Government the 
jor share of financial responsibility in such problems. There is much tha 
munities, counties, and States could and should do for themselves in thes« 
il flood situations. In many cases the construction of protective works is 
thin the financial capability of the communities involved. The assumption by 
State and the local community of joint responsibility for the construction of 


od protection works of a local nature would relieve the financial burden of the 
“are 


Lses 


¢ 


leral Government, encourage construction of such works only when they 
nd and economically justified, and increase the effectiveness of State and local 
zoning activities. ‘Today in the valley none of these units of government 
rganized to handle flood problems. 
rhe 1954 estimate includes $25,000 to cover TVA’s share of the initial expense 
f a cooperative project with one of the valley States. TVA would be prepared 
help the State to secure and organize a staff and to provide technical advic« 
1 assistance to the State. The ultimate aim of the project is the creation of a 
State agency to plan local flood-control projects and to provide State leadership 
developmental projects. The research and demonstration projects conducted 
der the tributary watershed program should prove valuable in helping local 
agencies to organize and plan effective programs. This approach to local flood 
problems may be successful in encouraging a new pattern of Federal-State re- 
nsibility in a field where local matters have been made a direct concern of t! 


Federal Government and the States have been excused from a responsibility 


re appropriately their own. 
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ScHEDULE B-1.— Power operations (for fiscal years ending June 30, 1952, 1953, | 
1954) 


1952 actual | 1953 estimate | 1954 esti: 


Income 
Operating revenues 
Sales of electric energy 
Municipalities and cooperatives $41, 642, 894 $48, 900, 
Commercial and industrial 25, 481, 845 23, 000, 
Federal agencies 25, 230, 406 30, 900, 
Flectric utilities 124, 688 800, 
Retail 13, 963 


Total outside sales 92, 498, 706 103, 600, 000 
Rents and other revenues - 486, 282 488, 000 
Total operating revenues, exclusive of interdivisional 

sales and rents 92, 980, O78 104, O88, 000 


Incidental income from recovery of operating expenses 
Interchange power delivered , 151, 318 918, 
Sales promotion 144, 862 130, 
Other 72, 545, 


Subtotal 5 1, 593, 
Interest from long-term receivables 


Total incidental ineome (note 1 , 968, 689 1, 593, 


rotal income 04, 948, 767 105, 681, fisce 
Expenses all 
Production 19: 
Generation 25, 839 : 5R, 726, (0 n 1 
Purchased power c 594 5 4 ha 
Interchange power received ‘ 620 , 675, of t 
flow 
Total production expense h, 053 54, 240, 
rransmission i, 388 6, 512, 
Distribution 3, 824 the 
Customers’ accounting and collecting 84, 300 109, ‘ pro: 
Sales promotion 535, 175 606, 
Payments in lieu of taxes 3, , 207 3, 390, 
General operating expense : 639 3, 574, 
Interest on funded debt O98 680, 
Other expense 676 183, 


con 


lotal operating and interest expense 5, 737, 360 69, 204, 
Less interdivisional sales and rents (note 2) : 312 2, 332, 


Total direct expenses 53, 048 66, 962 
Distribution of administrative and general expenses 
schedule B-5 , 051, 043 1, 203, 


Total 54, 764, 091 68, 165 
Allocated from multipurpose reservoir operations , 347, 845 1, 462, 


Total expenses before depreciation 56, , 936 69, 627, 
Depreciation on power facilities , 412, 929 17, , O79 
Amortization of electric plant acquisition adjustments 200, 000 174, 3: 
Depreciation allocated from multipurpose reservoir oper- 

ations , , 553 1, 141, 


otal expenses 69, 852, 418 88, 397, 108 


Net income from power operations 25, 096, 349 17, 284, 000 35, 810 


Notes.—In accordance with the uniform system of accounts prescribed by the Federal Power Com 
sion, TVA’s published financial statements reflect these items as follows: 
1. Incidental income is deducted from the appropriate operating expense. 


2. Interdivisional sales and rents are included in operating revenues. 
These departures are made herein for clarity of presentation for budgetary purposes. 
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PowER OPERATIONS 
(Schedule B-1) 


By the end of fiscal year 1954 the installed generating capacity on the TVA 
tem (including plants of the Aluminum Company of America and the Depart- 
nt of the Army) is expected to increase to 6,370,885 kilowatts from the actual 
f 3.859,910 kilowatts in service at the end of June 1952. The estimate of total 
energy supplied to the system from these facilities and from other systems under 
irchase and interchange agreements is about 37.4 billion kilowatt-hours in 1954 
1 27.5 billion kilowatt-hours in 1953; the actual for 1952 was nearly 23.5 
llion kilowatt-hours. The total energy delivered by the TVA system (exclusive 
f transmission losses) including sales, deliveries to the Aluminum Company of 
{merica under the Fontana agreement and deliveries to neighboring utility com- 
panies under interchange arrangements, is estimated to be about 35.9 billion 
lowatt-hours in 1954 and 26.2 billion kilowatt-hours in 1953, compared with the 
tual of 22.4 billion kilowatt-hours in 1952. 
The net income after depreciation but before interest charges is estimated at 
$36,403,000 in 1954, compared to an estimate of $17,964,000 in 1953 and an actual 
f $25,839,447 in 1952. The estimated net income for 1954 represents a return 
on the average net investment in the power program of approximately 4 percent, 
about the average experierced over the 19 vears of TVA’s power operations \ 
return of less than 3 percent is expected in 1953, reflecting low reservoir levels at 
e beginning of the vear and lowest streamflows of record during the summer and 
fall due to severe deficiencies jn rainfall. The return of 4.7 percent achieved in 
fiscal year 1952 was about what was anticipated a vear ago. Net income after 
all charges, including interest on bonded debt, is estimated to be $35,810,000 in 
954 and $17,284,000 in 1953, compared to the actual net income of $25,096,349 
n 1952. The estimates assume average streamflow conditions for the remainder 
f the current fiscal year and during fiscal year 1954. Better than average stream- 
flows could produce some increases in net income over the estimates. Under 
continued dry conditions in 1953 or significantly subnormal streamflows in 1954, 
the net income for the respective years would be sharply reduced by increases in 
production expenses. 
POWER REVENUES 


Sales of electric energy, exclusive of interdivisional sales, are expected to increase 
n 1954 to about 33.4 billion kilowatt-hours as compared to the estimate of approx- 
mately 23.8 billion kilowatt-hours in 1953 and the 1952 actual of 19.5 
billion kilowatt-hours. The large increase in energy requirements forecast for 
1954 reflects the announced expansion of the defense mobilization program in the 
[VA area and assumes a continued high level of production of civilian goods. 
The bulk of the power available for disposal, exclusive of interdivisional require- 
ments, will be sold to preference customers—the municipalities, cooperatives, and 
Federal agencies; these customers will require about .80 percent of all outside sales 
fenergy in 1954. Requirements of the municipalities and cooperatives distribut- 
ng TVA power are expected to be about 37 percent higher in 1954 than in 1952 
Power use by Federal agencies in 1954 will be almost three times the amount used 
1952, primarily because of the expansion of the Atomic Energy Commission’s 
facilities at Oak Ridge and at its new plant near Paducah. Sales to large directly 
erved industries in 1954 are estimated to increase about 38 percent over the 
actual sales in 1952, mainly as a result of new plant facilities being placed in 
operation, 
tevenues from the sale of electric energy, exclusive of interdivisional sales, are 
expected to increase from the 1952 actual of $92,493,796 to estimates of 
$103,600,000 in 1953 and $142,930,000 in 1954. The average price of power sold 
to large industrial customers and Federal agencies will decrease as a result of 
expanding production of power from the new TVA generating units and some 
decline from the present level of use of high-cost marginal plants and interim 
power from neighboring utilities. 


POWER EXPENSES 


Assuming average streamflow conditions for 1954 and the remaining portion of 
1953, total direct power operating expenses are estimated at $80,387,000 in 1954 
and $66,962,000 in 1953, compared to the actual expense of $53,713, 048 in 1952. 
The substantial increase in the estimates for 1954 and 1953 over the actual for 
1952 is due principally to greater production expense resulting from the use of 
fuel-generated power to supply the increased loads. 
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voir operations (for fiscal years ending Jun: 


1953, and 1954) 


1952 actual | 1953 estimate 
$220, 042 $183, 000 


ng operations , 599 512, 000 | 
, 399 660, 000 
ind services to Visi S & 7, 600 YSY, 000 
pkeep of dam reserv I 310, 988 361, 000 
rvoir lands 93! 541, 000 
<water protection facilitie ‘ ¢ 29, 000 
tigations and tests 269, 815 262, 000 
ni nent studie 3 36, 000 
»peratior _ i 27, 000 
ntenance of structures and equipmen 5A, } 3, OOO 
itenance of relocated highway nd railroads 55, | 99, 000 


Total direct expenses 
Appropriated funds , 900, 05 2, 058, 000 
Corporate funds c : é , 53 , 561, 000 


Total 3, 389, 5 3, 619, 000 
ribution imin t 
lule B . 95, 8 210, 000 


Total expenses before depreciation 3, 585, 476 | 3, 829, 000 
Depreciation on multiple-use facilities 2, 716, 996 | 2, 750, 000 


Total expenses.__....- : aeoee }, 302, 47: 3, 579, 000 
Net expense of multipurpose reservoir operations 5, O82, 43 396, 000 
ALLOCATION TO PROGRAMS 


Navigat n operat 
Net direct ex 
Administrative and general expenses 
Depreciatior 


Total 


0d-control operat 
Net direct expense 951, 978 | 33, 000 | 
Admin tive and general expenses 58, 766 13, 000 
Depreciatiot 2, 269 53, 000 


Total__. ; 53, 013 , 949, 000 


Power operation 
Net direct expenses , 269, 489 , 378, 000 
Administrative and general expe s 78, 356 , 000 
Depreciation...- 1, 127, 553 ; , 000 


Total ; x 2, 475, 398 2, 603, 000 


Total net expenses 6, 082, 480 3, 396, 000 


Mu.trpurRPOSE RESERVOIR OPERATIONS 
Schedule B-—2 


’s chain of reservoirs is managed primarily for purposes of navigation, 

and power. Consistent with these purposes, the reservoirs als 

serve other TVA programs as well as programs of other public agencies. Thi 

activities iuaded generally relate to the management, operation, and main- 

tenance of 19 multipurpose reservoirs. These reservoirs have approximate!) 

10,000 miles of s horeline. TVA has custody of approximately 450,000 acres of 
land surrounding the reservoirs. 

K’stimated direct expenses for multipurpose reservoir operations are $3,896,000 
for 1954, compared to the 1953 estimate of $3,619,000. Income is estimated at 
$169,000 for 1954 and $183,000 for 1953. Of the total 1954 estimate, $1,665,000 
will be financed from corporate rl and $2,231,000 from appropriate .d funds. 

During the past. several years, activities in this category have been reviewed 
carefully and a number of significant economies have been made, These savings, 
however, have been obscured by the general rise of salary and other costs. The 
graph shows the trend in costs of multipurpose reservoir operations from 1946 


contr 
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oh 1954. The upper line reflects the actual direct expense ¢ f mult purpose 
voir operations from 1946 through 1952 and estimates for 1953 and 1954. 
ower line reflects these same expenses as adiusted to the 1946 eost lev 
946 there were 16 multipurpose reservoirs in operation; by 

will be 19 in operation. Costs of many of the activities i 

related to the number of reservoirs. 
VA’s reservoir operating costs are carried in a single 

for accounting purposes they are distributed to 
navigation, flood control, and power 

imately 30 percent to navigation, 30 percent ft 

t to power. The navigation and flood control portions 
priated funds, and the power portion from corporate funds 


Fertilizer and munitions development (for fiscal years ending June 
30, 1952, 19538, and 1954 


ind other distributor 17 1, 726 9, 451, 000 
lotal sales of fertilizer oa ; 9. 512. 000 


ne from partial payment plan ch l 37 190, 000 
of byproducts and other income 1 , 043 897, 000 


Total income 7 2 7 20, 599, 000 


arch on products and processes (appropriated funds 
¢ agronomic research (appropriated funds 


Production and distribution (corporate funds 
Cost of products including depreciation 16 7. 20). 000 7, 147.000 
Other expenses i 7 530, 000 530, 000 


Gross cost of production and distribution . , 730, 000 177, 000 
Less products transferred 

Transferred to farm test-demonstrations below 562, 73 636, 000 

rransferred to other TVA programs 53, 3 107, 000 

Less depreciation included above 34, , 234, 000 

otal direct cost of production and distribution 14, 55 753, 000 


irm test-demonstrations 
Planning and supervision (appropriated funds 380, 429, 000 3, 000 
Fertilizer used 
Appropriated funds... 37 446, 000 447, 000 
Corporate funds ‘ 5, 37 190. 000 191. 000 


Total farm test-demonstrations ‘ 1, 065, 000 74, 000 
Total direct expense 
4 ppropriated funds > 422. 000 0 
Corporate funds_. 5, 943, 000 000 
Total... 727, 85s 365, 000 000 
Distribution of administrativ« I il expenses 


schedule B-5) 2. 85 525, 000 559, 000 


Total expenses before depreciation 18, 890, 000 
Depreciation on chemical facilities . 2 1, 284, 000 


Total expenses..........- 2 20, 174, 000 


Net income from fertilizer and munitions develop- 
ment. bab Vecaku se ae a 425, 000 


FERTILIZER AND MUNITIONS DEVELOPMENT 


(Schedule B-3) 


Principal peacetime objectives of the TVA fertilizer program are to develop 
new and improved fertilizers and processes for their manufacture and to test 
and demonstrate the value and best methods of fertilizer use. These objectives 
pertain to the Nation at large, but the activities are intensified in the Tennessee 
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Valley and integrated with other regional development activities. The pro 
includes technological process research, testing of the products under contro|| 
conditions, experimental large-scale production and distribution, and farm t 
demonstrations. 

In time of national emergency, the use of TVA’s chemical research and prod 
tion facilities for national defense is given priority over other uses. During Wor 
War II, TVA produced substantial quantities of munitions and other wart 
chemicals and carried out a number of research and development activities 
cooperation with defense agencies. The facilities are again being used in 
present defense preparations. TVA was the first to supply phosphorus fi 
defense uses during the present emergency. The TVA staff has aided in 
development and construction of a classified defense facility on a TVA reser 
tion and is currently carrying on training, planning, and preliminary operatio: 
activities preparatory to full-scale operation of the new facility. Estimates 
the latter activity are budgeted under ‘Reimbursable services.” 

\ppropriated fund expense in 1954 is estimated at $2,422,000 and covers 
cost of research on products and processes, basic agronomic research, and far 
test-demonstrations. Corporate fund expense (the cost of manufacturing 
distributing fertilizer) is estimated at $15,869,000. Income, almost entir: 
from the sale of fertilizer, is estimated at $21,215,000. After provision for 
depreciatién ($1,284,000) “and distributed administrative and general expenses 


) 
} 


$559,000), total program expense is $20,134,000, and net income is $1,081,000 


RESEARCH ON FERTILIZER PRODUCTS AND PROCESSES 


The three usual steps in the technological development of a new fertilizer ar: 

1) small-scale or laboratory research, (2) process development or pilot-plant 
experimentation, and (3) full-scale plant demonstration. The first two steps ar 
described below, while the third step is budgeted under ‘Fertilizer productior 
and distribution.” 

Through all the stages of technological development, emphasis is placed 
encouraging the adoption by industry of promising research results. Informatio 
obtained by TVA over a period of 19 years is being supplied to fertilizer and 
allied companies in substantial amounts through publications, technical journals 
TVA reports, answers to letters of inquiry, and visits to the plants by industria 
representatives. Further help is given by showing or lending designs, drawings 
and technical data 

TVA works closely with the USDA and the National Fertilizer Associatio: 
exchanging information and coordinating research. Research of interest to the 
Atomic Energy Commission is coordinated with that agency. 

Knowledge gained in phosphorus and nitrogen technology is applied not o 
to fertilizer but to the related field of munitions. Many of the research activities 
financed directly by TVA have been planned so as to be of maximum value for 
national defense purposes. In addition, TVA has conducted reimbursable r 
search at the request of the Department of Defense and others. The reimbursabl 
research workload was particularly heavy during fiscal year 1952. It is expected 
to decline substantially in 1953, and no reimbursable research is budgeted for 1954 

The 1954 estimate of $1,315,000 for research on fertilizer products and processes 
is $21,000 below the 1953 budget. Because of the decline in reimbursable work 
the overall level of chemical research and development expenditures will also be 
somewhat below the 1952 level During 1954 continued attention will be give: 
to processes for the manufacture of high-analysis combination fertilizers. Special 
emphasis will continue to be given to processes which do not require scarce 
sulfurie acid. 

Small-seale research includes (1) background research consisting of observation, 
collection, and organization of facts to provide a foundation for subsequent 
research; (2) exploratory tests of proposed processes and techniques to determine 
whether the proposals warrant further research; and (3) applied research 
devise new or improved products, processes, or techniques. 

Process development consists of (1) technical and economic evaluation of sma 
scale research results with the aim of putting them to practical use; (2) develop 
ment of the unit operations necessary to define a process and obtain data for a 
pilot plant; (3) design, construction, and operation of pilot plants; (4) improve 
ment of design features and operating procedures of large-scale plants; and (5 
preparation of engineering and economic studies directed toward adoption 
satisfactory processes by private industry. 
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earch work on combination fertilizer processes is of special current signifi- 
Pilot-plant studies will be continued to obtain additional information on 
arious phases of the nitric phosphate processes These processes involve the 
if nitric acid to decompose rock phosphate. The end products are compound 
izers of high plant nutrient content, containing phosphate, nitrogen, and, 
ynally, potash. These processes offer unusual opportunities for industry to 
itly expand fertilizer production without increasing the drain on the Nation’s 

rt sulfur reserves. 

RASIC AGRONOMIC RESEARCH 


VA cooperates with State experiment stations in the conduct of laboratory, 
nhouse, plot, and field tests to determine under controlled conditions the 
ve efficiency of TVA fertilizers on major crops and soil types. This basic 
omic research is a né¢ cessary step prior to introduction of a new fertilizer to 
ers through test-demonstrations or sales It is helpful also in identifying 
ems on which additional process research is necessary. This work is coor- 
ited with activities of USDA through informal arrangements. Tests are 
x carried on at the seven valley State experiment stations and at experiment 
ons in four other States, each representative of a major soil region. 
e 1954 estimate for basic agronomic research is $224,000, compared with the 
3 budget of $211,000 The entire increase is for studies on evaluation of 
ilizers for foliar application. 


Il 


FERTILIZER PRODUCTION AND DISTRIBUTION 


[VA builds and operates large-scale manufacturing units to serve one or 
re of the following purposes: (1) to demonstrate the technical and commercial 
isibility of a new or improved fertilizer process and to encourage its adoption 
ndustrv; (2) to supply fertilizers for test demonstrations on practical farms; 
» produce new fertilizers in quantities sufficient for widespread introduc- 
to farmers; (4) to produce fertilizers needed to aid the achievement of im- 
ed systems of fertilization and of national agricultural production goals, 
cularly in periods of emergency; and (5) to supply munitions materials for 
mal defense. Estimated direct obligations for fertilizer production and 
tribution are $15,678,000 for 1954, compared to the 1953 estimate of $15,753.- 
000 Income from product and byproduct sales is estimated at $21,024,000 
1954 and $20,409,000 for 1953 
Fertilizer produced by TVA in excess of amounts required for farm test demon- 
ons and other TVA programs is sold to farmers through cooperative al d 
lustry distributors in a “selected use’’ program. The primary purpose of the 
sales program is to extend the market for bigh-analysis fertilizers to new uses, 
w users, and new areas, in line with land-grant college recommendation 
electing improved uses for each State, TVA relies on the land-grant college, 
encies of United States Department of Agriculture, and the distributors of 
VA fertilizers jointly to propose specific uses which have not been generally 
idopted by farmers of that State. TVA fertilizers are made available in suffi- 
ent quantity to demonstrate the recommended fertilization practices or systems 
Improved fertilizer-use programs have been arranged in 34 States. In these 
programs major emphasis is placed upon such soil-conserving crops as permanent 
pastures and supplemental grazing crops. The programs in all 34 States include 
ese uses and in several States they comprise the entire program. In 14 States 
the programs include also special demonstrations in the fertilization of row crops 
cluding corn, sugarcane, rice, and citrus crops. The programs in five States 
provide for use of TVA fertilizers on all crops in whole farm demonstrations under 
he supervision of the Agricultural Extension Service. 
Through reports submitted by the distributors and through staff contacts with 
the distributors, TVA obtains useful information on distribution costs, the results 
f educational activities, farmer acceptance of new products, and farmer prefer- 
nees as to kinds or conditions of materials. During 1953 and 1954 increased 
attention will be given to studies of the cost of fertilizer distribution. 
Data on estimated production, distribution, costs, and prices of each of the 
rtilizers proposed for production in 1954 are summarized below. Production 
ind distribution figures show tons of material. Costs are per ton of material in 
100-pound bags and include provision for depreciation. Prices are the rates per 
of bagged material, f. o. b. plant, to first-handling distributors. Costs and 
prices may vary from present estimates in line with general cost trends. The 
production estimates are subject to such changes as may be made necessary by 
ilitary demands for phosphorus. 
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FARM TEST DEMONSTRATIONS 


The 1954 estimate for farm test demonstrations is $1,074,000, compared to 
$1.065.000 in 1953 Income from participating farmers under a partial paymer 
plan is estimated at $191,000 in 1954, compared to $190,000 in 1953. No char 
in Program scope is proposed 

TVA and the land-grant colleges have worked together since 1935 in a cooy 
eretive test demonstration program, major objectives of which are introduct 
to farmers of TVA’s experimental fertilizers and the testing and demonstratior 
their use in various farming systems. Another objective, related specifically 
the valley, is agricultural development through improved use of land and water 
resources. 

The princinal products to be used in test demonstrations in 1954 are fused 
tricalcium phosphate and calcium metaphosphate. An estimated 13,400 tons of 
fused tricalcium phosrhate and 5,344 tons of calcium metaphosphate will bi 
required in 1954. Additional information is needed on physical properties, 
handling characteristics, and general farmer acceptance of these fertilizers. Very 
small quantities of concentrated superphosphate and ammonium nitrate will also 
be used, 

Test-demonstration farms are selected to provide wide representation of major 
soil associations, farm sizes, and types of farming. An estimated 3,450 farms ir 
25 States will participate in 1954. TVA fertilizers are furnished to test-demonstra- 
tion farmers under a partial-payment plan whereby the farmer pays about 30 
percent of the base price, f. o. b. the TVA plant. 

In the past several years TVA expenditures for test demonstrations have de- 
creased both in total and in relation to the contributions of the States. In 1946 
TVA payments to the State land-grant colleges for test-demonstration supervisio! 
totaled about $545,000, while State contributions were about $425,000. In the 
current year comparable TVA payments are estimated at $220,000. Even 
though the magnitude of the program declined steadily during this period, State 
expenditures increased and are estimated at $512,000 in 1953. The TVA portion 
of the total cost decreased from 56 percent in 1946 to 30 percent in 1953. Th 
colleges are doing an increasingly effective job and are using test demonstrations 
as an integral part of their overall extension program. TVA payments are neces- 
sary to assure maintenance of adequate records providing data pertinent to 
TVA’s program objectives. 

In 1953 and 1954 TVA and the colleges are intensifying their work on economi 
analyses of test-demonstration results. These analyses are essential for appraising 
the effectiveness of the program, for planning future test-demonstration activities, 
for identifying agricultural problems which should receive attention, and for ad- 
justing the agricultural programs of all agencies concerned. 

In addition to the 3,450 farms in this category, test-demonstration farms will 
be used in the integrated development of tributary watersheds and the agricultural 
development of other special areas. The total number of test-demonstration farms 
in all budget categories is estimated at about 4,100 in 1954. By contrast, in fiscal 
year 1948 there were about 15,300 active test-demonstration farms, 
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ScHEDULE B-—4.—-Resource development (for fiscal years ending June 3 ) 
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lotal expense 2,212,414 2, 604, 006 2,74 
Net expense of resource development wee 2, 200, 519 2, 542, 000 2, 684, 000 


RESOURCE DEVELOPMENT’ 


Schedule B—4) 


The 1954 estimate for resource development is $2,397,000, an increase of 
$119,000 above the 1953 estimate. Of the total for 1954, appropriated funds 
yunt for $2,377,000, corporate funds for $20,000 
During the years since the creation of TVA, State and local governments and 
vate and semipublic agencies in the area have organized to a considerable 
egree to promote the effective use of the region’s resources Since 1933 more 
in 1,200 organizations have been established in the ‘iennessee Valley which are 
rectly or indirectly concerned with resource development. This figure does not 
ide organizations formed for the distribution of public power 
[VA has stimulated the formation of local agencies in the field of resource 
velopment and has encouraged these organizations to assume increased responsi 
ities in the development of the region’s varied resources. The extent to which 
e region has responded is evident in the fact that the seven valley States spent 
$37,786,000 of their own funds for major programs in the resource field in 1950 
eir comparative expenditure for 1934 totaled only $5,595,000 Progress in tl 
st few years has been particularly encouraging but still further strengthening o 
State and local leadership is necessary in order to make the best use of the larg: 
estment made in the valley. 
\s State and local agencies show a greater interest in resource development and 
ich the point where they can assume new or greater responsibilities, ‘1 VA is able 
to withdraw from many enterprises or demonstrations initiated with its support 
This shift of responsibility has enabled TVA to direct its efforts toward new 
portunities and toward new critical problems. Special attention is now being 
rected to the problems of small tributary watersheds. ‘This is the only part of 
resource-development program tor which an expansion is requested in 1954 
addition to continuing watershed research and demonstration activities under- 
ay in 1953, the 1954 estimate provides for survey reports on additional water- 
heds. These surveys are intended to acquaint States and local groups with the 
ature of their watershed problems and suggest what might be done about them. 


82490—53—pt. 1——-3 
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AGRICULTURAL RESOURCE DEVELOPMENT 


The 1954 estimate for agricultural-resource development is $250,000. Th, 
comparable figure for 1953 is $260,000. 

There are over 300,000 farms in the Tennessee Valley with a total farm popu- 
lation in excess of 1,300,000. In recent years considerable progress has been made 
on these farms in increasing productivity and income and in the trend toward 
systems of agriculture which will conserve the valley’s land and water resources 

To encourage the continuation and acceleration of these agricultural trends 
TVA cooperates with other public agencies and groups of farmers in a number of 
research and demonstration activities. The farm test demonstrations, discussed 
above under ‘Fertilizer and munitions development” (p. 55), play an important 
part in the agricultural development of the valley through encouraging wider and 
better use of plant nutrients and improvement of the organization and manage. 
ment of the whole farm. Because of the increased efforts of the State agricultura 
colleges and other agencies, TVA has discontinued or decreased substantially its 
participation in some fields of agricultural development. 


FOREST RESOURCE DEVELOPMENT 


The 1954 estimate for forest-resource development is $654,000, compared with 
the 1953 budget of $641,000 and actual expenditures of $620,092 during 1952. 

The forests of the Tennessee Valley, covering 14 million acres, represent one of 
the region’s greatest resources, both in terms of present and potential use. Th 
TVA forestry program aims to develop full production and use of the forest 
resources consistent with the needs of watershed protection. This program, con- 
ducted with the cooperation of public agencies and institutions, enlists the support 
of timber owners and operators and the public. The valley’s forests and wood- 
lands now contribute over $200 million a year to the income of the region. Under 
sound forest development and management practices this income can be increased 
almost five times from timber products alone, in addition to the recreational and 
watershed protection values which thrifty forest cover provides. 

TVA’s efforts in forest development have been directed toward promoting 
public interest and stimulating increased activity in the region. The seven 
valley States are beginning to develop more effective forestry organizations, and 
more landowners are indicating their awareness of forest problems and oppor- 
tunities. 

The groundwork has been laid for major progress in forestry in the valley. 
The accomplishments to date, while significant, represent only a start toward 
assuring the essential development of tle strategic forest resources of this region. 
Much remains to be done. For example, whiie approximately 80 percent of the 
forest area of the valley is receiving some form of organized State protection, in 
only about half of this area is forest-fire protection adequate, i. e., where fir 
occurrence is reduced to the level of a normal business risk. The forest lands in 
31 counties still have no organized fire protection. Although significant progress 
has been made in a start toward the essential reforestation and some 200,000 
acres have been reforested, there still are over a million acres urgently in need of 
planting. Of the 14 million acres of forest land in the valley, approximately 12 
million acres is in private ownership. Less than a million acres of these lands in 
private ownership is under systematic sustained-yield management. 


TRIBUTARY WATERSHED DEVELOPMENT 


TVA is interested in tributary watershed development because of the close 
relationship between the control and use of water and the development and use of 
lend resources. Activities on the watersheds of the many tributary streams in 
tte Tennessee Valley have an important cumulative effect on the functioning of 
TVA’s system of multipurpose dams and reservoirs. They also have an important 
effect on the entire economy of the region and offer unusual opportunities for an 
integrated approach to resource development. The problems in these watershe: s, 
however, are primarily local problems which are capable of being solved by State 
end Iecal action. If wide-scale impr ‘vement is to be achieved in these areas, ‘te 
State and local governments must r°cognize the problems as their own and take 
the Je dership in planning and carrying out developmental programs, 

Th major purpose of TVA participation in a program of tributary watershed 
cevelo: mer t is to assist in finding ways in which State and loca! governments and 
rrivate groups can work together to solve these problems. TVA contributes to 
the program primarily through (1) research on land-water relationships; (2) 
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identification and analysis of problems; (3) technical assistance to State and local 
groups; and (4) demonstrations. 

In the Chestuee watershed TVA has combined these functions with various 
developmental activities in a demonstration of a comprehensive, integrated pro- 
gram for development of a tributary watershed. The program is being carried 
out in close cooperation with the University of Tennessee, and a number of other 
agencies are also participating. In this area the initial impetus and a large share 
of the financial support have come from TVA. It is hoped that, as the program 
advances, @ continually larger share of the responsibility will be assumed by State 
and local agencies and TVA contributions can be decreased. 

The next watershed in which a developmental program may be undertaken is the 
Beech River watershed in west Tennessee. Plans for an effective program in this 
watershed are based on the expectation that State and local agencies will take 
active leadership and provide major financial support from the very beginning 
with correspondingly less direct participation by TVA. 

The 1954 estimate for tributary watershed development is $719,000, which is 
$134,000 above the stimate for 1953. Existing research activities anc demonstra- 
tion work in the Chestuee and Beech River watersheds will be continued. The 

crease over 1953 will permit the preparation of survey reports for other water- 
sheds to acquaint State and local groups with the nature of their watershed pro- 
lems and suggest what might be done about them. This is an essential step in 
encouraging the States to set up remedial programs. Of the total 1954 estimate, 
$705,000 will come from appropriated funds and $14,000 from farmer payments 
for fertilizer. 

MINERAL RESOURCE DEVELOPMENT 


The field of mineral-resource development is another area in which TVA 
pioneered in the valley and is now leaving largely to State and loca! initiative. 
As late as 1949 TVA expenditures for this work were more than $160,000. In 
its early years TVA cooperated extensively in field explorations of valley minerals, 
and research on new uses for these minerals. The valley States are now able to 

this work themselves and the need for active TVA participation is drawing to a 
close. TVA and the University of North Carolina are cooperating in the demon- 
stration of a minerals testing laboratory at Asheville, N. C., as a regional research 
facility, available to all the States. The 1954 estimate of $8,000 covers TVA 
participation in support of this laboratory. A final payment will be made in 
1955, after which the States will have full responsibility for support of the 

stitution. 

RESERVOIR DEVELOPMENT 


TVA engages in reservoir-development activities to reconcile the many uses of 
its reservoirs and thus to obtain their fullest public use. The 1954 estimate is 
$286,000 the same as the 1953 budget. 

Fish and game investigations, $85,000 

The development of fish and wildlife resources in the 600,000 acres of impounded 
waters in the Tennessee Valley and along 10,000 miles of shoreline involves many 
problems of management. The solution of these problems requires the coordi- 
nated action of Federal, State, and local agencies concerned with these resources. 
Operation of TVA multipurpose reservoirs affects to a great extent the develop- 
ment of fish and wildlife resources in the region. In operating the reservoirs for 
navigation, flood control, and power, TVA must be mindful of the effects of 
operations on fish and game populations. To do this it is necessary to have 
accurate data concerning characteristics of the reservoirs, of the fish and game 
resource, and the effect of reservoir operations on the resource. 

To aid in protecting and developing the fish and wildlife resource, TVA proposes 
to spend $85,000 in 1954. Principal activities during 1954 will be continuing 
studies to maintain up-to-date information on the fishery resource, studies on the 
new impoundments, the encouragement of commercial fishing as an important 
source of protein foods, and studies of migratory waterfowl. In all these activities 
TVA actively cooperates with State fish and game agencies, local conservation 
organizations, and the United States Fish and Wildlife Service. 

Stream sanitation investigations, $95,000 

Beyond its responsibilities as a regional development agency, TVA must concern 

itself with stream sanitation both as the organization responsible for altering the 


river and as a potential contributor to stream pollution through its construction 
and operations activities. 
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TVA has no regulatory control over stream pollution; that authority belongs 
to the Siates. In its work, therefore, TVA limits itself to fact-finding and tech- 
nieal advice and assistance. Thus far ‘1 VA has identified those stretches of 
river which are seriously polluted and has determined the sources of major 
pollution. Control must be exercised by the valley States. The extent of th 
present interest is indicated by the fact that six of the States have organized 
pollution-control programs and in 1950 spent some $366,000 on stream sanitation 
In 1936 no valley State had such an organized program and the seven States spe: 
less than $60,000 on stream-sanitation problems. 

Stream-sanitation activities planned for 1953 and 1954 inelude the maintenance 
of a continuous index of water quality, studies of the effect of TVA impoundag: 
and operations on water quality, studies on the status of water resources, ¢ 
sideration of the effects of accidental spillage of radioactive wastes, and study 
the governmental que of stream-pollution control. In these activities T\ 
cooperates with the United States Public Health Service, the valley States, a 
the Atomie Energy Commission. 


Recreation developme nt, $106,000 


One of the most important byproducts of the TVA program is recreation 
velo ypment In 1933 there were no more than 600 recreation boats on the T 
nessee River system. Now there are 18,000, with a value of $9.4 million. 

total value of recreation improvements on and along TVA lakes is over 
million. Person-day recreation use of TVA lakes totals 18.5 million a year. 
addition to these visits, 6 million visits are made to the dams annually. 

TVA does not operate any recreational facilities, although it did so some years 
ago on a demonstration basis. Publie agencies and private interests have now 
assumed responsibility for recreatic' development and use of TVA lakes. There 
are now 12 State parks and 38 county and municipal parks on the shores of TVA 
lakes. Over 200 commercial recreation enterprises are scattered through the area, 
with a 1951 gross income of about $4,309,000. Some 1,700 lakefront summer 
residences, valued at $7,800,000, have been built by private owners. Even w 
developed sections of the lakeshores are heay ily used. 

TVA collects and analyzes data on recreation use and development of the area, 
renders technical advice and assistance to public and private developers of lake 
property, and assures that land acquired from TVA for recreation purposes is so 
used. In general, the program seeks the full development and use by others of 
the recreation resource in a manner consistent with the use of the reservoirs for 
TVA primary programs. 


INDUSTRIAL DEVELOPMENT ASSISTANCE 


Within the past 20 years the Tennessee Valley region has shifted from a pre- 
dominantly agricultural area to an important and rapidly expanding industrial 
region. Its rate of industrial growth has exceeded that of the Southeast and of the 
Nation as a whole. During the period from 1929 to 1950 employment in manu- 
facturing doubled while agricultural employment declined 31 percent. In 1929 
manufacturing accounted for 15 percent of the regional income, agriculture for 
23 percent. In 1950 this position was reversed. Persons employed in manu- 
facturing received 20 percent of the total regional income while those engaged i 
agriculture received but 12 percent. 

Beyond its part in the broad program of resource development, TVA has aided 
in industrial development by providing technical information and assistance to 
businessmen, local agencies, and local communities with industrial development 
interests or problems. Whenever possible, industrial-business inquiries ar¢ 
referred to State and area agencies. When TVA programs are directly involved 
TVA handles such requests. 

The industrial expansion which the Tennessee Valley is experiencing has in 
creased the need for background data on industrial possibilities and opportunities 
and has been accompanied by an increased demand on TVA for information and 
assistance. During fiscal year 1951 TVA handled 171 industrial-business inquires. 
The figure for 1952 was 174. 

The estimate of $33,000 for industrial development assistance in 1954 provides 
for continuation of industrial research and technical assistance at about the same 
rate as that for 1952 and 1953. In addition to providing for prompt handling of 
inquiries, the estimate also covers the evaluation of the regional effects of indus- 
trial development, guidance as to opportunities for industrial development, and 
general background research. 





FOPOGRAPHIC MAPPING 


he 1954 estimate for topographic mapping is $300,000, which is the same as 
stimate for 1953 and substantially the same as actual expenditures for 1952 
ymplete and accurate topographic maps are indispensable to TVA in carrying 
ts activities and are extremely valuable to the public. Topographic mapping 
erformed in cooperation with the United States Geological Survey Because 
mited funds, the program has been delayed in recent vears At present 
effort is being made to map critical areas. Of the 46,770 square miles in 
valley, finished maps covering 28,965 square miles have been reproduced 
yuugh June 30, 1952. The 1954 estimate will permit aerial photography on 
100 square miles, control surveys on 1,500 square miles, preparation of manuscript 
1,200 square miles, performance of completion surveys and editing on 2,300 
iare miles, and reproduction of maps covering 3,600 square miles. The work 
ram planned for fiscal years 1953 and 1954 will result in finished maps for 
it 35,600 square miles. 


ANALYSIS OF REGIONAL BUSINESS AND GOVERNMENT ACTIVITIES 


lo plan and carry out its program TVA must have data on recent actions of 
al business and local government and information on the regional economy 
{ its trends. Such data aid in identifying problems and opportunities for 
rricultural and industrial development. They provide an accurate economic 
iwkground for the planning of power, navigation, and fertilizer programs 

I data are also needed for the administration of in-lieu tax payments for 
couraging maximum local participation in regional development and for 

appraising progress made in this direction. The 1954 estimate for this work 
$147,000. 


SCHEDULE o. Administrative and general expenses for fiscal years ending 
June 30, 1952, 1958, and 1954 


1952 1954 
actual I 2 estimate 


ses 
Board of directors 010 $87, 000 $88, 000 
Office of the general manager , 417 131, 000 131, 000 
Budget staff 374 91, 000 91, 000 
Washington staff 54. 801 55, 000 55, 000 
Information staff (including technical library service , 847 223, 000 237, 000 
Division of personnel , 362 , 017, 000 036, 000 
Division of finance 145 , 249, 000 300, 000 
Division of law 044 291, 000 308, 000 
Division of property and supply , 424 513, 000 554, 000 
Operation of medical and safety service units , 275 492, 000 537, 000 
Other administrative and general expenses 25, 403 72, 000 75, 000 


lotal expenses 3, 727, 102 221, 000 4, 412, 000 
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ScHEDULE B—5.—Administrative and general erpenses for fiscal years ending 
June 30, 1952, 1958, and 1954—Continued 


DISTRIBUTION OF ADMINISTRATIVE AND GENERAL EXPENSES 


1952 actual 1953 estimate | 1954 estimate 


Corporate Appropri- | 


ated 


Appropri- 


Appropri- 
ated f 


Corporate atec Corporate 


Navigation, flood control, and power | 
program: | 
Assets . $1, 419, 157 | $239,640 | $1, 550,000 | $327,000 | $1,442,000 | $487, 000 


Expenses | 
Navigation operations 19, 738 | 21, 000 | 22,090 | 
Flood control operations - - 8, 000 | 9, 000 
Power operations 1, 051, 043 1, 203, 000 1, 279, 000 
Multipurpose reservoir op- | 
erations 33 78, 356 126, 000 84, 000 132, 000 89, 000 
Total expenses 3, 602 |1, 129, 399 155, 000 |1, 287,000 | 163,000 | 1,368, 000 
Fertilizer and munitions program | | 
Assets 31, 692 | 39, 000 : 44, 000 |_- 
Expense of fertilizer and muni- | 
tions development 84, 873 427, 985 97, 000 428, 000 | 107, 000 | 452, 000 
Resource development program | 
Expense of resource development 5 210, 000 230, 000 
General service activities 
Assets ; ‘ sy 12, 000 i 9, 000 
Expense of reimbursable serv- | | 
ices 59, 641 116, 000 | | 110, 000 
Total distribution by funds.| 1, 870, 437 | 1, 856, 665 2, 063,000 2,158,000 | 1,995,000 | 2, 417,000 
Total distribution 3, 727, 102 4, 221, 000 | 4, 412, 000 


ADMINISTRATIVE AND GENERAL EXPENSES 
(Schedule B—5) 


The quality of management can save or lose millions of dollars for the benefit 
or expense of taxpayers. TVA claims a record of high quality in managerial 
performance. This is reflected in careful estimates and performance and i! 
economies realized through efficiency and careful concern in work plans devised 
in the national interest. Reductions in administrative and general expenses, 
therefore, unless administered wisely, can add to rather than subtract from total 
costs. ‘These expenses cover a variety of general management and administrative 
functions which serve all TVA program activities. Included are the expenses of 
the Board of Directors and the General Manager and his staffs. Also included 
are the costs of the central management services, divisions which provide the 
personnel, fiscal, legal, medical, safety, and other services essential to carry out 
TVA’s construction, operating, and research programs. The volume of work 
required to supply such services at any given time is best considered in terms of the 
program needs to be served. The 1954 estimates are detailed on schedule B-—5. 





ScHEDULE C—1.—Repayment of investment in power program under provisions of 
the Government Corporations Appropriation Act, 1948 


gE | | 

} 1/40th of plant invest- | 
ment at end of pre- 
vious year 


Actual and budgeted 


| Minimum repayments 
payments ! 


required under 1948 law 
Fiscal year 


Total Year Total 


Year | Total period Year period period 


| 


wr 


ww! 


$10, 500, 000 $10, 500, 000 | $10, 500, 000 
13, 000, 000 | $8, 705,981 | $8, 5, 500,000 | 16, 000, 000 
15, 500,000 | § 5, 981 17, 5, 500, 006 21, 500, 000 
18, 000,000 | 9, 149,627 | 26, 9, 000, 000 30, 500, 000 
20, 500, 000 9, 733, 970 | 36, 5! 12, 000, 000 42, 500, 000 
23, 000, 000 ; , 316 | 48, 5! 215, 000, 000 57, 500, 000 
25, 500, 000 |3 18, 148, 125 |366, 220, 000, 000 77, 500, 000 
87, 059, 810 
174, 119, 620 

261, 179, 430 | 

348, 239, 240 

K ORO 


nh b 


"100, 000 
000, 000 


In addition to repayments under the provisions of the Government Corporations Appropriation Act, 
1948, bond redemptions of $8,572,500 and other repayments of $15,059,019 were made prior to fiscal year 1948, 
1 Budgeted payments. In 1951 and 1952 budgeted payments were $6,500,000 and $9,000,000, respectively 

in all ot her —_ actual payments and budgeted payments were identical. 

Estimated. 

PAYMENTs TO THE UNirEep States TREASURY 
Payments to the United States Treasury for 1954 are estimated at $25,288,000 
this total, $20,000,000 would be from power revenues and $5,288,000 from 
npower sources. 

payments from power revenues 

The Treasury funds employed in the power program are repayable to the 

easury from net power proceeds under the provisions of the Government 
Corporations Appropriation Act, 1948. This act requires that not less than 
$2,500,000 of TVA bonded indebtedness shall be repaid annually; that total 

payments (including principal payments on bonds) shall be not less than 
$87,059,810 by June 30, 1958; and that an equal amount be repaid during each 
eding 10-year period until a total of $348,239,240 has been paid. In addition, 
appropriations invested in power facilities must be repaid within 40 vears 
ifter the year in which the facilities go into operation. The first additional 
amount, $17,745,840, is repavable by 1990. This and successive amounts repay- 
able for new facilities, including those provided for in TVA’s budget program for 
1954, are reflected in schedule C-1. 

['V A’s rate of return on its investment in power facilities is more than sufficient 

meet the repayments required. Since the total net investment in power facili- 

comprises both appropriation-financed and revenue-financed plant, the 
average repayments of appropriations required over the years could be met with 
an annual rate of return of something less than 24% percent on the total net invest- 
ment. During the period 1933-52, TVA’s power operations have provided an 
average annual return of more than 4 percent on investment. There are varia- 
tions in the rate of return from year to year. Favorable streamflows and markets 
for supplemental power resulted in returns of 5.8 percent and 5.4 percent for 1950 
and 1951 respectively. The rate of return in 1952 was4.7 percent. It is estimated 
to be below 3 percent in 1953 because of subnormal water conditions at the be- 
‘inning of the year and record low streamflows during the summer and fall of 
1952. A return of about 4 percent is expected for 1954 if average streamflow 
conditions prevail. 

As provided in section 26 of the TVA Act, power revenues are used to finance 
the expenses of power operations and the construction of certain power facilities. 
In determining the amount to be repaid to the Treasury in any year, these 
requirements and the need for working capital must be considered. These require- 
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ments vary substantially from year to year depending on the demand for power 
the volume of construction work required to meet this demand, and, most 
portant, variations of streamflow from the average conditions assumed for bud, 
estimates In the 19 years of TVA’s power operations, there have been 10 veal 
when the rainfall was less than average. In the 2-year period 1940-41 there was a 
27-inch deficiency in rainfall. At the beginning of the current fiscal year, strean 
flow was at near-record low levels because of severe deficiencies in early summer 
rainfall. Dry weather continued and record low streamflows prevailed during t 
summer and fall of 1952. If low streamflows should continue in 1953 or recur ir 
1954, the net of funds available from power operations could fall below estimat: 
by as much as $30 million, due partly to a reduction in revenues but mostly to 
increased power production expenses. Another factor to be considered in deter- 
mining repayments for a particular year is that the full rate of return on large 
investments in new capacity cannot be expected to be realized immediately upon 
placing the plant in service. In view of the wide fluctuations in the requirements 
for power revenues to meet operating expenses, finance capital additions, and 
provide working capital, year-to-year repayment plans must be reviewed from 
time to time as the situation unfolds. The need for flexibility in scheduling pay- 
ments was recognized both in section 26 of the TVA Act and in the repayment 
provisions of the 1948 appropriation act. 

In order to assess TVA’s performance in repayments actually made through 
June 30, 1952, and those budgeted for fiscal years 1953 and 1954, these figures 
are compared on the foregoing schedule C-1 with (1) minimum repayments 
required under the 1948 law and (2) repayments that would be made under a 
hypothetical schedule which assumes that each increment of investment would 
be repaid in equal installments of one-fortieth each, beginning with the year 
immediately following completion of construction. As seen from schedule C-1 
repayments made and budgeted through June 30, 1954, substantially exceed those 
which would have been made on the basis of repaying each year one-fortieth of 
the plant investment at the end of the previous year. Because of the uncertainties 
in the demands on power revenues from year to year, it does not necessarily follow 
that in each future year the payment will equal or exceed the calculated one- 
fortieth figure. 


Repayments from nonpower sources 

The balance of nonpower proceeds at the end of each fiscal year not required 
for the purposes enumerated in section 26 of the TVA Act are paid into the 
Treasury prior to the end of the following calendar year. The 1954 budget is 
based on repayment during fiscal year 1954 of $5,288,000, which is the estimated 
balance of nonpower proceeds at June 30, 1953. Payments from nonpower 
sources during 1952 were $4,047,125 and are estimated at $4,229,268 in 1953; the 
total of such payments through June 30, 1954, is estimated to be $22,650,170. 

Mr. Puiiurps. We have as witnesses today Dr. Curtis, the Director, 
and Dr. Paty, Director, accompanied by Mr. Oliver, General Manager; 
Mr. Blee, Chief Engineer; Mr. Swidler, General Counsel; Mr 
Kampmeier, Assistant Manager of Power; Mr. Young, Manager, 
Office of Chemical Engineering; Mr. Clark, budget officer; and Miss 
Owen, Washington representative. 

Most of you are known to us and have been here before. 

Mr. Curtis, do you want to make a preliminary statement? 


GENERAL STATEMENT 


Mr. Curtis. Yes; with your permission I want to make a brief 
preliminary statement touching on a few points in the budget and 
then ask Mr. Kampmeier to present the power picture, which involves 
the major part of the budget. 

Our total request for 1954 appropriations is $254,355,000. 

Mr. Puivurps. As compared with how much for the current fiscal 
year—$336 ,027.000? 

Mr. Crarx. That is correct, sir. 
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Mr. Putiurps. And, for the year before that, with the amount of 
¢938.389,600? 

\ir. Cuark. That is correct. 

\ir. Purires. Now, will you divide the $254,355,000 into that 
hich is your own funds and that which is appropriated funds? Are 

v all appropriated funds? 

\ir. Curtis. That is all appropriated funds. 

\ir. Puinures. In addition to that, you have how much of your 
own funds? 

\ir. Curtis. About $153 million, making a total of about $407 

llion scheduled for expenditure. Of the $254 million of appro- 

ited funds, about $246,500,000 plus about $36 million of corporate 

nds will go into the acquisition of fixed assets or a total of abou 
$283 million. Of that total, nearly 98 percent is for power facilities 
hich makes it apparent that in terms of dollars required in 1954, the 
ower part overshadows all of the rest. Of the 98 percent, the major 
art is for continuation of construction that is already under way. 

\Ir. Kampmeier will review the various projects concerning power, 
but there are a few items in the budget that | want to mention par- 
ticularly in passing. 


ROVEMENTS IN NAVIGATION FACILITIES ON THE TENNESSEE RIVER 


Navigation on the river has reached the point where the four ter- 


nals which TVA constructed and operated through the more lean 
ears have now been taken over by private operators. These ter- 

als were built by TVA during World War II to serve numerous 

‘tential shippers on the river; it was intended that as soon as a 

ifficient volume of business developed they would be turned over to 

ate operation. Our appropriations now carry only the small 

im needed for improvements in navigation facilities on the river 

\ir. Partiips. Maybe you had better explain why, if private in- 
terests have taken them over, you are spending any more money on 
them, 

Mr. Curtis. We are spending additional money on navigation 
facilities because of the need to improve the locks in certain places, 
to improve safety in certain places near our dams. 

Mr. Pmitiies. Explain what you mean by “to improve safety.’ 

Mr. Curtis. There are some dangerous spots where barges and 
shipping wait to get through the locks. There are bottlenecks where 
they have to wait and, if storms come up, the barges and other craft 
are in danger of being upset in the wider expanses of the river. ‘There 
ire also a few places where we need to improve the provision for 
barges waiting to get through the locks. Then, the Wilson Dam lock, 
which was built a long time ago, has become quite antiquated for the 
amount of traffic now moving on the river. As that traffic increases 
and the defense industries on the river increase, it becomes necessary 
to remove the bottlenecks to transportation on the river. 


’ 


CHEMICALS FOR EDUCATIONAL PROGRAM 


With respect to the chemical plant at Wilson Dam, I merely want 
to say we do not look upon that plant as a commercial plant. Its 
products are all used in an educational program. Nevertheless, of the 
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$25,288,000 we have scheduled for payment into the Treasury jn 
1954, something over $4 million will come from the profitable opera. 
tion of the chemical facilities down there. 

We are providing fertilizer for an educational program; we are 
carrying on a great deal of research in the development of new proc- 
esses at the plant; and we are carrying on a program designed to get 
the fertilizer TVA produces into the hands of farmers and getting i 
used effectively. If you charged the costs of those operations to th 
chemical program, we would still come up with a net balance which 
will be paid into the Treasury. 

The details of the chemical operation Mr. Young, Director of 
Chemical Engineering, who is here, will be able to explain to you. 


MALARIA CONTROL 


We are anxious to continue and complete the permanent shoreline 
improvements along our reservoirs for malaria-control purposes. We 
find it much more economical to do some permanent reservoir shore- 
line improvement in the control of malaria instead of employing 
repetitive control measures. One of the most effective and economical 
means for the control of malaria is to have a clean shoreline with no 
trash. These permanent improvements will pay for themselves in 15 
years or less. We have been doing this work since 1951 and desire to 
complete it by 1955. 

Mr. Puiiurrs. How much is in your budget for that? 

Mr. CiarK. $665,000. 


RESOURCE DEVELOPMENT 


Mr. Curtis. There is one part of the budget that I want to mention 
particularly, because it is a very small part and yet, as we look at it, 
a very important part. That is the activities that are grouped under 
“Resource development.’’ The total amount for this work is less 
than 1 percent of the expenditures we have scheduled for 1954, but 
we regard these activities as being a highly important part of the 
TVA program which Congress set us up to do in the valley. Through 
the expenditure over the years of relatively small amounts, we have 
been able to stimulate interest on the part of the States, municipalities, 
and local governments down there in the expenditure of very much 
larger sums. 

Also, we are developing in the valley a technique of cooperative 
work between the Federal Government and the local agencies. Jn 
all of this part of the program which covers most of the activities 
beside power and fertilizer, we have from the beginning set up cooper- 
ative arrangements with the States, counties, and local agencies 
whereby the expense is jointly shared. Sometimes in the beginning 
of these projects, TVA took the substantial part. As time has gone 
on, local agencies have taken over a larger and larger part and, in 
many cases which I could cite, they have now taken over the complet: 
operation of those projects. 

I could go on for a great long time in describing it, but perhaps I 
might mention one which I think would be of particular interest, at 
least to one of the committee members. That is our cooperative 
work with the State of North Carolina in minerals research. 
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Some years ago we discussed with local agencies in North Carolina 
how TVA might best discharge its responsibilities for resource devel- 
opment in the region by initiating activities to improve the economic 
condition of North Carolina. Because of the large number of rela- 
tively small mineral deposits, it was extremely desirable to carry on 

arch looking toward the use of those de posits. North Carolina 
that time did not have funds available except in small amount to 

ild a research laboratory; so we went into partnership with North 
Carolina and set up a research laboratory at Asheville with the under- 

tanding that the State would gradually take over a greater part of the 

expense of this laboratory. The laboratory has been very successful. 
The TVA part of its cost will disappear in 1955. Only $8,000 is being 

quested this vear. The result of that undertaking is to leave the 
State of North Carolina with a very excellent minerals-research 
laboratory for the region which will be supported by the State of 
North Carolina in the future. 

Over and over again that experience has been repeated in developing 
educational programs in agriculture and forestry, in developing labo- 

ratories, in the carrying out of forestry and fire protection of forests, 

id a large number of other activities. We have been working in 
coope vathee with and through local institutions down there, the obje ct 
being to enable those institutions to do the jobs they were set up to 
do and do them effectively. The result has been that the expenditures 

which are now being made by the States for these acitvities are enor- 
mously greater than the total that TVA has ever put into the program. 

[ hear a great deal in these days about larger participation on the 
part of the States and local agencies in these regional projects. I think 
ve have in the Tennessee Valley a 20-year demonstration of how a 
Federal agency can work effectively with local agencies in the develop- 
ment of natural resources. So we believe that this part of the program 
which represents less than 1 percent of the proposed TVA expenditures 
for 1954, is an extremely important part of the total—important to 
TVA, important to the area, and, we think, important to the Nation 
in developing techniques and procedures in working with local govern- 
ments and institutions. 

Now, with your permission, Mr. Phillips, I would like to ask Mr. 
Ks ampmeier to talk about the power part of our program, which 
dollarwise represents the major part, and then we have representatives 
of the various divisions of TVA here to answer such questions as you 
may care to ask. 


TVA ELECTRIC POWER DEVELOPMENT 


Mr. Puiuuirs. All right, Mr. Kampmeier. I think it would be 
better for you to make a general statement and then have the com- 
mittee ask its questions. For the benefit of all of us, I think it would 
be helpful if you would indicate on the chart as you talk what was 
developed and what is proposed for future development. 

Your program, on the basis of past testimony, goes up approximately 
to the year 1954—that is, through the fiscal year 1954. Will your 
testimony today indicate any thought on your part to extend the 
program beyond that? 

Mr. KampmeErer. Yes, sir. 

Mr. Puiiurps. How far? 
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Mr. Kampmerer. The previous hearings have covered construction 
work which would be completed to provide capacity through about 
the end of the calendar year 1955, and we will discuss with you today 
not only the continuing work on those projects but additional projects 
to be started in the immediate future which would be completed in 
1956. 

Mr. Puiturps. That is, you now run to 1956? 

Mr. KampMerer. Yes, sir. 

Mr. Puiturps. Then I wish to call the attention of the members of 
the subcommittee to the fact that you were justified originally on the 
basis of hydroelectric power, and we all recall the argument over the 
original appropriation for the Johnsonville steam plant. 


PERCENTAGE OF POWER CREATED BY WATER AND BY STEAM PLANTS 


What percentage of your power as of this moment is created by 
water power and what is created by steam plants? 80-20; is it not? 

Mr. Kampmerer. No. I can give in a moment the figure at the 
present time. It is a larger percentage of steam than that now, 
Mr. Phillips. 

Mr. Puiturps. As you have testified before, when you conclude this 
1956 program, you will be making 60 percent of the power by steam 
and 40 percent by hydroelectric plants? 

Mr. Kampmerer. That is correct. 

Mr. Puriurpes. What is it as of this moment? 

Mr. Kampmeter. Today it is slightly over 30 percent steam and a 
little less than 70 percent hydroelectric. 

Mr. Patties. Now continue, and point out on the map as you talk 


AREA SUPPLIED WITH TVA POWER 


Mr. Kampmerer. This particular map shows the aress supplied 


with TVA power. I would like to show you the locations of the 
various plants in relation to the area supplied with TVA power. 

Suppose I start with the map, as you suggested, and then I would 
like a little later to come back to it again. In the interval, I would 
like to show you on another chart the growth in power needs which 
brings about this need for increased capacity. 

In the Power Division of TVA, our job is to provide power for an 
area in which about 5 million people live. The TVA power system 
is unique in the Federal Government in that here alone the Federal 
Government has undertaken the responsibility of being the sole power 
supplier for such an area as this in which these millions of people live. 

Mr. Puruures. And in the original authorizing act, your area was 
designated? 

Mr. Kampmeter. No. The area in which power was to be dis- 
tributed— 

Mr. Putturps. The area you call the TVA area—how do you 
determine that? 

Mr. Kampmerer. The TVA Act does not define the area within 
which TVA power would be distributed. 

Mr. Curtis. Except with this limitation, that it must be within 
transmission distance of TVA’s hydroelectric projects. 

Mr. Puriires. What do you call “transmission distance’? Could 
you take it out to California? 

Mr. Curtis. No, sir. That is not within the practical limits of 
transmission. It has worked out practically to be less than 200 miles. 
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MORAL OBLIGATION OF FEDERAL GOVERNMENT TO SUPPLY POWER 


Mr. Kampmerer. In doing that job of providing the power supply 
to that area, we have in mind particularly our obligation to provide 
n adequate supply in advance of the need, bearing in mind not only 

gener al regional demands but the demands for defens« We also 

ve in mind our obligation to do the job in the most economical 

way possible, in order not only that the power can be made available 
the least possible cost but in order that this power system can be 
pt a sound business proposition for the Government. 

Mr. Corron. Before you continue, [ just want to get this straight 
n my mind in order to be sure I understand what you just said 

Your idea is that there is on the Federal Government, having gone 
into a region and developed power and furnished power to that 
region to ‘the extent that people in that region now cannot hope | 
have private capital come in and furnish private power because the: 
is not the incentive for it, there is not enough incentive left for them 
to do it, a moral obligation now to furnish all of the power that these 
people need now and in the future, because of having undertaken it 
in the beginning? Is that a fairly correct statement of your position? 

Mr. Kampmeter. | believe so. There is not only a moral but 
some contractual obligation, Mr. Cotton. At the time TVA ac- 
quired certain properties of the Commonwealth & Southern Corp., 
authorization was granted by Congress for the issuance of bonds with 
which to finance the acquisition of that property. At that time 
there was debated at considerable length in the Halls of Congress 
the very point to which you refer—that if TVA were to acquire those 
properties it would therefore undertake the responsibility of fur- 

shing service to this area, it was undertaking a utility obligation, 
a public-service obligation. And earlier, of course, than that, in 
the initial provisions of the TVA Act, TVA was authorized and 
directed to enter into long-term contract with local communities and 
organizations of rural people, and to contract with them to be thei 

<clusive power supply. 

Mr. Yates. W he nn did those debates occur? 

Mr. KaAmMpMeEtgER. The debates to which I refer occurred in 1938 and 
1939 at the time Nir. Wendell Wilkie and his associates were entering 
into negotiation with TVA for the sale to TVA of part of the Common- 
wealth & Southern properties. 

Mr. Corron. A legal contract with a Federal agency is, after all, 
basically a moral obligation and not a legal obligation; that is, you 
do not contend they can sue us under those contr: acts if we do not 
match all of the increasing needs of an area forever? 

Mr. Kampmerer. TVA is set up as a corporation which can be sued. 
| would like Mr. Swidler, our general counsel, to comment on that 
rather than for me to undertake to do so. 

Mr. Swipter. I do not think there is any question that those are 
valid contracts and that TVA and the United States are liable for their 
fulfillment. 

As to the provisions of the contract, there could be some question 
as to the extent of the obligations, but such obligations as have been 
assumed are valid obligations. 

Mr. Corron. Then you are not quite certain that you-have a con- 
tract that makes it obligatory for Congress and the Federal Govern- 
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ment to continue to increase and furnish power for all of the increasing 
needs of a section for all time or else make your corporation liable to 
suit; are you? 

Mr. Swipter. The contracts vary somewhat among themselves. 

Mr. Corron. Do any of them go to that extent so that this com- 
mittee, for instance, has lost all of its power to say that there is a 
point where we stop on this thing? 

Mr. Kampmerer. No, Mr. Cotton. That would be a much broader 
question than Mr. Swidler is referring to. The individual contracts 
we have with distributors each run for a limited period of years. 

Mr. Corron. Have you enough power now to furnish those par- 
ticular ones to whom you are obligated by legal contracts? 

Mr. Kampmeier. We have now enough to supply their current 
needs, but their power requirements, as is true practically all over the 
United States, are rapidly growing, and the nature of those contracts 
is that they expect demand and supply to grow. The contracts were 
entered into in good faith by us and by the distributors on the basis 
that we would be sure of a sound business relationship with them and 
they with us. 

Mr. Corron. You are now talking about a certain moral obligation 
that my question does not refer to at the present time. What I want 
to know is this: Those contracts that you contend are legally binding 
contracts against the corporation which you indicate can be sued 
we are talking now about the legal obligation—are with certain in- 
dividuals and certain corporations and communities. 

Mr. Kampmeter. Right. 

Mr. Corron. Now, if you ceased or at some time in the future had 
to cease furnishing power to others as new users in that area, have not 
you enough power today to satisfy those with whom you contend you 
have a legally binding contract to take care of their increasing needs? 

Mr. Kampmeier. We do not have more than enough power to take 
care of the present needs of those consumers. Those consumers are 
continually increasing their use, and we do not have, without addi- 
tional plants, enough power to take care of their increasing needs. 

Mr. Corron. Suppose the cities were to build municipal plants down 
there. Would that relieve your situation? 

Mr. Kampmeter. It would reduce the problem in one sense, in that 
it would presumably meet part of the power-supply needs, but it 
would greatly add to the problems in other ways. In order that those 
contracts can be effectively carried out, under the rates they provide 
for, it takes the most economical sort of integrated operation to do 
the job. 

Mr. Corton. I just wanted to make sure before you proceeded that 
your contention is that because of your past, because the Federal 
Government launched this project, we are bound not only morally 
but legally to step that up to the bitter end and meet ever-increasing 
needs for private consumption of power in that section, because we 
have stepped in there. Is that correct? 

Mr. Kampmeter. I would like to qualify that to this degree, that 
“bitter end” implies an indefinite time. Those contracts are for 
definite periods. 

Mr. Corron. Legally we have a definite contract, but morally 
you think we have to go through and take care of the ever-increasing 
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needs of those sections, because we have made it impossible for 
private power companies to come in there? 

\ir. KampmErErR. Morally we have the obligation that every utility 
providing power service has, and that is to keep up with load growth. 

Mr. Puiturpes. I would like to pursue that subject. I would like 
to ask Mr. Swidler whether he thinks even under those contracts you 

e they could sue the Government if the Government did not submit 
to the suit. 

Mr. Swrpter. TVA has been made subject to suit. 

\(r. Paituips. Now, these are contracts with specific corporations 
or municipal distributing plants. They are contracts with munici- 
palities and what other groups? 

Mr. SwipLter. Most of our power is distributed through municipal 
ind cooperative systems. ‘TVA is not itself a retailer and in addition 
to wholesale service sells only to a limited number of large customers, 
Federal agencies, and industries. 

Mr. Puiturps. We understand that. Mr. Kampmeier says we are 
obligated to supply all of the ultimate needs of those contractors. 
| am making a general statement in an attempt to oversimplify it. 
\ly point is—and I understand Mr. Cotton’s point is—that you are 
supplying at the present time a certain number of industries, rather, 
a certain number of private users. Do you hold that if your rates, 

example, are an invitation to people to come in from other areas, 
that we must continue to build power producing plants to sell to as 
many industries as choose to move into that area because the rates 
ire favorable? 

Mr. Swrpter. I would like to separate out the question of legal 

‘bligation from the question of moral obligation. So far as TVA’s 

leaal liability is concerned, I believe most of the contracts protect 
TVA from hability arising out of inability to procure the new power 
supply for e xpansion of loads. 

Mr. Purities. Then that becomes a moral obligation and not a 
al obligation? 

Mr. Swipter. That is right. Now, the basis for the obligation 
is the fact that Congress authorized TVA and provided the funds 
for TVA to take over all of the privately owned power facilities in the 
Tennessee Valley area. It was contemplated at that time that TVA 
vould be the sole source of power supply. 

Mr. Puruurps. And also it was contemplated, Mr. Swidler, that it 
would be hydroelectric power. 

Mr. Swipter. No. It was certainly clear in 1939 that there would 
no point in TVA taking over the power-supply obligation from 
the utilities and taking over all the existing private generating fa- 
cilities in the area, if it were to provide power only up to a point. 
The transfer of responsibility and properties has left the Valley with 
no other way to secure a power supply. It could only have been 
contemplated that TVA would provide the new increments of power 
capacity—and I submit that the hearings will so show. 

When Mr. Willkie sold his companies, he made it clear there was 
only one basis on which power supply could be made available in the 
Tennessee Valley area or anywhere else. That was on the basis of 
the supplier—in this case, TVA—undertaking to assume full responsi- 

And the Federal Government at that time did assume full 
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responsibility, and the whole area has now based its economy,' based 
its commitments, and based its future upon that sort of power supply. 

Mr. Yates. Is there any authoritative statement you can furnish 
the committee to show it was the intention that TVA should furnish 
power to the extent you say was contemplated? 

Mr. Swipter. Yes. That is in those hearings, and I will be glad 
to provide 1U. 

Mr. Yates. I would just like the citation. 

Mr. Puivurps. Furnish either a statement or, if it is long, give the 
citation so that we can refer to it. 

(In accordance with the foregoing, the following statement was 
submitted: 


3yv the 1939 amendments to the TVA Act (53 Stat. 1083), Congress authorized 
TVA to purchase the generating and transmission properties of the private utilities 
operating in its service area and in so doing made TVA responsible for supplyi 
all of the electric-power requirements of the area. This was recognized at th 
time by everyone concerned. Mr. Wendell Willkie, testifying before the Hous 
Military Affairs Committee in favor of the proposed legislation, stated: 

“T can see no possible benefits of this wasteful competition going on. I do not 
think, under that competition, the municipalities, either, could make money. | 
think, too, there would be property destruction on both sides. 

“T know not a man, that is, a man of any thought, whether he believed in th 
public operation of power, or in the private operation of power, but who does not 
also believe that it should be noncompetitive. 

‘Something has been said here of monopolies. Now, I know not the distin: 
tion between public monopoly and private monopoly, or their respective delete 
ous effects on the public; but I do know, as any student of utility business know 
that it is a natural monopoly, and should be such, whether in public or in private 
hands; and the man who represents the public agency here, today, sits and plead 
for it to be a public monopoly [sic], and in that he is right. *°* *’ (Hearing 
before the subcommittee of the House Military Affairs Committee, 8S. 1796, 76t! 
Cong., Ist sess. (1939), p. 100). 

The Senate committee report on the legislation stated in this same connection: 

“Notwithstanding the liberal price to be paid for the properties included in the 
contemplated sale, both the friends and critics of the Tennessee Valley Authorit) 
as well as the Commonwealth & Southern Corp., the real owner of the propert 
to be sold, are satisfied with the price agreed upon for the sale of such properties 
The elimination of potentially wasteful competition in this area would be a factor 
of major importance. An audit of the properties to be purchased, made by tl 
engineers of the Tennessee Valley Authority, indicated that the value of the prop 
erties involved in the contemplated sale were not worth more than $70,000,000 
The difference between this sum and the total consideration of $78,600,000 agreed 
upon can be regarded as the cost of eliminating this destructive competition, a 
competition damaging and injurious both to the Tennessee Valley Authority and 
to the private owner of the properties to be purchased” (S. Rept. 189, 76th Cong 
Ist sess. (1939), pp. 6-7 

Congress could not have reached a decision to eliminate competition in the area 
and to make it solely dependent on TVA for power supply without recognizing 
that TVA would be responsible thereafter for providing whatever types of addi- 
tional generating facilities might become necessary to meet the area’s requirements. 
The House committee hearings on the bill show affirmatively that Congress, i 
reaching its decision, recognized not only that TVA would operate a number of 
steam generating plants to be acquired from the utilities (which Mr. J. A. Krug 
then TVA Manager of Power, testified expressly that TVA would do), but that 
soorer or later TVA would have to construct additional steam generating facilities 
In this connection the following colloquy occurred during the testimony of Mr 
Krug: 

“Mr. CLiason. And the system of steam generating plants you are getting from 
the Commonwealth & Southern, plus this water development that you contem- 
plate, will be sufficient to supply all of that area? 

“Mr. Krue. Yes. 

“Mr. Cirason. And you would not expect to have to build any more steam 
generating plants in the near future? 
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Mr. Kruc. Not in the near future. I think I should make it clear that in the 
ower business it is virtually impossible to plan for longer than a 10-year period 
Our plans run over approximately 10 years. After that time the load in this area 
ll grow and additional capacity will have to be instailed at some place in that 
ea to take care of the growth in that load, if the present upward trend i 
of electricity continues”’ (bearing before subcommittee of House (‘ommitt 
Military Affairs, 8S. 1796, 76th Cong., Ist sess. (1939), pp. 111-112 
In fact, the outbreak of war in Europe in the fall of 1939 and the result 
creases in the demands for power made it necessary tor TVA to constru 
Vatts Bar steam plant in 1940. Congress appropriated the funds necessar 
gin construction of this project in a joint resolution approved July 31, 
54 Stat. 781). 


NEW POWER REQUIREMENTS OF TVA 


Mr. Puiuurrs. It seems to me, Mr. Kampmeier, you should give us 
your estimates of the requirements of power and the sources which 
require this power. I have a table here which was secured, I think, 
from your agency; I think this is your own table. What are your 
estimates of the maximum AEC requirements for current? 

Mr. Kampmerer. May I respond to that in this way, by showing a 
chart which will show the requirements not only for AEC, but also for 
each of the other major consumer groups? 

Mr. Puruires. I think it is appropriate to show that right now 
while we are on this subject. My figure is 2,935,000 kilowatts for 
AEC. 

Mr. Kampmerger. That is correct. 

Mr. Pxuiturps. How far ahead has that been projected of what you 
believe to be your maximum need in the present program of AEC? 

Mr. Kampmerer. That has been projected into 1955—through 
1955—and is the obligation that we have undertaken to AEC. 

It might be helpful to take a few minutes on this chart, and we have 
a copy of what this chart will show that can be inserted in the record if 
the committee wishes. 

I would like to show you, first, the present demands for power. By 
“demands” I mean the kilowatt requirements. I would like to show 
you the number of kilowatts of electric power required for each of the 
three major groups here, namely, residential, industrial, and Federal, 
and then to show how those uses are expected to grow from now to 
1955 and then our estimates or projections into 1956. 

Mr. Putuurps. You say you have this in the form of a tabulation 
rather than a chart presentation so that we can give it to the reporter 
for the record? 

Mr. Kampmetrer. I have it in both chart and tabular form. 

Mr. Puiuires. We cannot put the chart in the hearings, but we can 
put in the tabular statement. 

(The tabulation follows:) 


32490—53—pt. 1_—4 
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TVA system peak requirements by class of service 


[In thousands of kilowatts] 


‘alendar years 


1955 1956 





Home and farm.-.- 2, 300 


ai 
Business and industry 
Direct service te , 450 
Served by municipal and cooperative distributors__- ci aaecadiic ed , 800 | , 985 
Subtotal ‘ ‘ homed 3, 250 3, 575 
Federal (including TVA) iam 3, 350 3, 425 


Total amine cat , 900 9, 600 


Mr. Kampmeier. Here [indicating] are bars showing the residential, 
industrial, and Federal power demands as of the end of 1952; that is, 
as of this current winter. 

Mr. Yates. Does “Federal” include agencies other than AEC? 

Mr. Kampmeier. It does, although AEC represents the great bulk 
of the power needs. But it includes all Federal agencies using power 
in the Tennessee Valley area, including the TVA chemical engineering 
plant; the Arnold Engineering Development Center at Tullahoma, 
which is using so far only a very small amount of power but will use 
more in the future; and other military installations. 

This total power requirement this winter amounted to 4,200,000 
kilowatts, of which you can see that use by industry was the largest of 
those groups. 

Mr. Puituips. As of now you are using 4,200,000 kilowatts. 

Mr. Kampmerer. That is correct. 

Mr. Puiturps. Now give us, as compared with that, the total of 
what the kilowatt demand will be when you have all of these plants 
finished that you are projecting. 

Mr. KamMpMEIER. We estimate a demand of 8,900,000 kilowatts at 
the end of 1955 and 9,600,C00 kilowatts at the end of 1956. 

Mr. Puiturps. I want the subcommittee particularly to keep that 
figure in mind because that becomes, I think, one of the principal 
problems before this subcommittee. 

Continue, Mr. Kampmeier. 

Mr. Tuomas. What is the figure for industry and residential in 
1952? 

Mr. Kampmetrer. The 4,200,000 is the total of the 3. 

Mr. Tuomas. Break down the three. 

Mr. Kampmerer. Dividing that among the 3, of that 4,200,000 
total, 1,200,000 kilowatts is for residential use—that is home and 
farm use—2,100,000 kilowatts is for industrial use, and 900,000 kilo- 
watts is for Federal use. I am giving you round numbers because | 
think it will be easier to follow that way. 

Perhaps I should also explain that the industrial use includes both 
a few very large power-consuming industries supplied directly by 
TVA and all of the many industries and commercial establishments 
served by the municipal and rural systems which distribute TVA 
power. 
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Mr. Puriuips. Say that again, because that is a very important 
point. When you say “Federal,’’ what does that include? Does 
} ede 7 include some small businesses? 

. Kampmeter. No. I am afraid I have confused the committee. 
“Rederal” is limited to Federal. 

Mr. Puruuips. Strictly? 

Mr. KaAmpMErER. Strictly. And it is made up largely of the Atomic 
Energy Commission’s power requirements and includes, in addition to 
that, a few other Federal installations in the area served by TVA. 
[t does not include any industrial load as such. 

a Puitiips. Are your municipalities included under “ Federal’ 

. Kampmerer. No, sir. 

Mr Puiturpes. They are all included under industry. Whe re does 
the service from the munic alone buyer to small industry appear? 

Mr. Kampmeter. That appears in this industry picture. The load 
supplied by the distribution systems includes all of the home and farm 
ise and a substantial part of the industrial use. The remaining in- 
dustrial use represents a few very large power-consuming industries 
served directly by TVA. 

Mr. Puitires. That raises the question as to what is included 
‘Federal’ besides AEC, 

Mr. KampmeteEer. Besides AEC, that includes installations such as 
the Arnold Engineering Development Center, the TVA chemical 
engineering plant at Muscle Shoals, the Army’s chemical plant at 
Muscle Shoals, some military camps and bases, and so forth, 

Mr. Puiuuirs. Is that ARO? 

Mr. Kampmerer. That is the one ARO operates. That is the 
Arnold Engineering Development Center. 

Mr. Portis. We have you up now to a possible demand of 
9,600,000 kilowatts in 1956. Continue with the chart presentation. 

Mr. Kampmerer. [ have not yet shown you the breakdown of that 
growth to 1955 and 1956, and I would like now to do that. 

The residential use of power is projected to grow, from 1952 to 
1955, to a total of 2,300,000 kilowatts. The industrial use, including 
these Jarge chemical and aluminum plants that TVA serves and the 
large number of commercial and industrial establishments served by 
the distribution systems, is expected to grow to 3,300,000 kilowatts 
by 1955. The Federal use is also projected to be 3,300,000 kilowatts 
in 1955. That is a total of 8,900,000 kilowatts in 1955. 

Mr. Puiuurps. For 1955 you gave us 8,900,000? 

KampMEIER. That is correct. In 1956 we estimate the total 
residential load to be 2,600,000 kilowatts and the total industrial load 
to be 3.600.000 kilowatts. In the case of the Federal load, we have 
no real basis for making a projection, because these Federal develop- 
ments are not scheduled quite this far in advance, and they do not 
have as consistent a pattern of growth, of course, as do these other 
categories. But we have made a token allowance of growth, assuming 
an increase in Federal loads trom 3,300,000 to 3,400,000 kilowatts in 
1956. That gives you figures adding up to 9,600,000 kilowatts for 
1956 power demands, without allowing for large new Federal loads. 

Mr. Tuomas. With reference to the Federal requirements for 1956, 
the way the situation adds up is simply this: as far as you know, the 
Atomic Energy Commission will have completed by 1956 their 
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present schedule and, as far as you know, they have no further plans 
for expansion? 

Mr. Kampmerer. That is correct. 

Mr. Tuomas. And that will include the other large Federal pro- 
jects such as the one in the Tullahoma area down at Tullahoma, Tenn 
The other Federal projects are small as compared to those two? 

Mr. Kampmerrer. Yes 


ATOMIC ENERGY POWER REQUIREMENTS 


Mr. Puitures. The following figures are taken from a statement 
from your own office, which should correspond to what you have now 
said. 

Mr. Kampmerer. They should. 

Mr. Puinurps. According to the statement furnished this com 
mittee, the Atomie Energy Commission’s maximum requirements 
through this period are 2,935,000 

Mr. KamMpMEIER. Yes, sir. 

Mr. Potties. The present requirements of Oak Ridge are 780,000; 
the proposed maximum for Oak Ridge is 1,730,000; the proposed 
expansion at Oak Ridge is 950,000. 

The present requirements at Paducah are 500,000 from TVA 
sources, and from other sources, which is probably the source of my 
difficulty, they are 500,000. In addition to what you produce, you 
expect Paducah to demand an additional 500,000, the equivalent of 
what you expect to produce. Is that correct? 

Mr. Kampmerer. Yes. I believe, with one or two clarifications, 
your figures would be found to tie in. In the first place, perhaps 
there is confusion about the 950,000 expansion at Oak Ridge. That 
represents the difference between the 780,000 present load and the 
1,730,000. 

Mr. Puiturps. That is in addition? 

Mr. Kamemeier. The 1,730,000 kilowatts includes the 950,000- 
kilowatt increase. 

At Paducah, the initial stage is now in process of building up its 
full load of 1,000,000 kilowatts, of which TVA will supply 500,000 and 
another group, Electric Energy, Inc., 500,000. 

Mr. Puituies. But you also expect to increase Paducah to 1,205,000. 

Mr. Kampmeter. 1,205,000 kilowatts from TVA and, as I under- 
stand, 735,000 total from the other group. In other words, there is 
an increase at Paducah of 705,000 from TVA and 235,000 from 
Electric Knergy, Ine 

Mr. Puiturps. And at Portsmouth that is all private; you have no 
power development there? 

Mr. Kampmerer. We have no power development there. 

Mr. Puiuurrs. But you will furnish Portsmouth 1,800,000; is that 


mane? 
correct: 


Mr. Kampmerer. We will furnish no power to Portsmouth. 

Mr. Puiturpes. But Portsmouth will need that much. 

Mr. Kampmeier. That is my understanding. I am not personally 
familiar with it. 

Mr. Tuomas. I thought we appropriated about $250 million for 
that power project alone at Portsmouth last year. 
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Mr. Putuuips. Is that correct? Mr. Thomas Says we appropriated 
about $250 million for the power project at Portsmouth. 

Mr. Kampmerer. | cannot speak with respect to that from any 

rect knowledge, but my recollection is that the fieure that | 

ssed was the figure for cancellation charges rather than the 

ination for the plant 

Mr. Puiturps. Then, as I understand it, TVA has nothing for 

velopment of pub lic power to serve Portsmouth in this budget 

Mr. KAMPMEIER. Thas® te-ebevert: 


AREA SERVED B rva 


Mr. Puituies. Now tell us about this map of the 

ive put up. 

Mr. KAmMpMeErER. This map is put up here to let you see the geo- 
raphical relationships between the area supplied with TVA powe1 
nd the various State lines. Certain projects—among those unde 

scussion today—which are new additions we will wish to discuss 

You will recognize here [indicating] the Mississippi River and the 
outline of the State of Tennessee. The area that is shaded in color is 
the area in which TVA power is supplied. The blue areas are served 
DY municipal systems. The other color shows the areas served by 
the rural distribution systen 

Now, the development of capacity in this area to meet these loads 
is, | believe, the point you wish to consider next. As of the present 
time, the power-supply situation in the TVA area is very tight 

have an installed generating capacity—or had at the end of th 

calendar year—of approximately 4,500,000 kilowatts; when due 
allowance is made for operating reserves, for drawdown of reservoirs 
and such factors, that left us with an assured load-carrying capacity 
of 4,100,000 kilowatts, which, compared with the load that I re oft rred 
to of 4,200,000 kilowatts, means we were a little on the short side 
That reflected itself, in turn, in the fact that TV A was obliged during 
last fall and part of the winter to import large quantities of power 
from systems in all directions with which we are interconnected 
That power necessarily was the power from relatively high-cost plants 
available as a marein over and above the facilities being used by 
those systems for their own loads. Being relatively high-cost power 
and, in addition, having to be tr: een with some loss in trans- 
mission, it became quite high-cost power by the time it reached our 
customers. Part of that cost necessarily was borne by the Atomic 
Energy Commission, and aluminum plants, and others who were 
obtaining power from us on an interim basis, a temporary basis, 
in addition to the power they were ae from our own facilities. 
A good deal of that cost was also borne | Vv TVA, in making up for the 
shortage that existed. The deficiency in capacity, together with the 
recordbreaking drought that we experienced last fall, will result in the 
poorest financial showing for the TVA power program at any time 
in the last 10 years. Our earnings are sharply reduced because of 
this combination of drought and shortage of power supply. 

Mr. Puriirps. You have based your demands for construction on 
a continued use of power which your present testimony suggests is 
going to be larger than you will need. Am I right? Your profits are 
based on the use of power. 
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Mr. Kampmeier. Yes, they are—— 

Mr. Puiuturps. And you have less profit this year; therefore, you 
have not sold the power. 

Mr. Kampmerer. No. I apparently have failed to make myself 
clear. Our profits are low not because we could not sell power but 
because we did not have the power to sell. 

Mr. Puiuurpes. I mean your power demands—— 

Mr. Kampmeier. It was not a case of having too much capacity, 
because our capacity was used to the utmost. It was a case of not 
having enough capacity and having to buy high-cost power to supple- 
ment our own supply. 

Mr. Putuuips. In which of the three areas? 

Mr. Kampmerer. To supply the total load of all three groups. 
The situation was brought about primarily by the fact that there has 
been an expansion during this past year of the Federal load, the 
Atomic Energy Commission; but even without that—— 


C7 
s 
ALLOCATION OF COSTS FOR MARGINAL POWER IN EMERGENCIES 


Mr. Puruurrs. Is there any priority between these three areas? 

Mr. Kampmeter. The priority is largely in terms of first come first 
served. In other words, if an industry or Federal plant or any large 
power consumer asks for power on short notice and we are in a situa- 
tion of tight supply, then we tell that customer that we will do our 
best to undertake to find power for him on a temporary basis until we 
can bring new facilities into operation. But during that temporary 
period he will have to pay for that relatively high cost power to 
supplement our supply. 

Mr. Puriiips. Do you mean there is no priority for Government 
operations; that AEC has no priority over residential demands? 

Mr. Kampmerer. No; not in terms that would permit us to take 
power away from a residential consumer so that we could use that 
power to give to AEC. 

Mr. Puiuurps. You would have to go out and buy from some other 
source? 

Mr. KamMpMeEtgR. Yes. 

Mr. Puruurps. If the AEC demand is greater than you can supply 
under your construction schedule, then you have to go out and buy 
from some other source? 

Mr. Kampmerer. That is correct. In addition to having to buy 
power for AEC, for aluminum, and one or two of the other large in- 
dustrial users, we also, because of the tight situation and drought were 
obliged to buy a considerable amount of power to fulfill our general 
long-term contracts. 

Mr. Puiuurps. Can you give us the average of what you paid for 
the power purchased outside? 

Mr. Kampmeter. Yes, sir. I would like to check that but it was 
probably in a range of some 6 or 7 mills as an average, including a 
considerable amount at lower rates than that and a considerable 
amount at great deal higher rates than that. 

Mr. Puiuurps. And I presume you bought it in some competitive 
market. 

Mr. Kampmerer. Only in a sense. What we were able to buy was 
merely what was left over on other systems after meeting their own 





demands. It was a competitive market only in the sense that if other 
systems interconnected with a given system were also interested in 
buying power to supplement their supplies, then we competed for 
that supply. 

Mr. Puiturps. At what average price would you have sold the 
power if you had it yourself and sold to one of those industries? Take 
industry: What is the average price of the power you sell to industry? 

Mr. Kampmerer. Our average revenue from the sale to penn of 
power generated from our own system is between 4 and 4.5 mills 
That is for a very large industry that operates 24 hours a 7 7 days 
a week, For an industry that operates less continuously, the average 
cost per kilowatt-hour goes up. 

Mr. Puiturps. Would you say the difference between the 4.5 or 
5 mills that you charge and the 6 mills at which private industry 
sold to you re presented the taxes that you do not pay? 

Mr. Kampmerer. No, sir. Asa matter of fact,a larger proportion of 
our revenues ends up in the Federal Treasury, over and above the costs 
to the Federal Government, than is the case with private utilities 
The difference here represents the fact that we were using their 
marginal supply, and the only reason the average figure is as low as 
it is for the power we obtained is that the great bulk of it was power 
we could obtain only on weekends and nights when their own loads 
were low. Power that we could buy during hours of high demand 
cost us well over a cent per kilowatt-hour, on the average. 

Mr. Puriurps. I would like to have you support that with figures 
which we can compare with figures we have. 

Mr. Kampmerer. I will be glad to do that. 

(The information is as follows:) 

For power purchased during daytime hours (as contrasted to nights and week- 
ends), for the first 6 months of the current fiscal year, TVA paid an average pric 
of approximately 11 mills (1.1 cents). 


NEW STEAM GENERATING UNITS PROPOSED 


Mr. Puriurps. Now tell us about the proposed construction work. 
Where do you expect to build and how much you expect to pay for 
each one. 

Mr. Kampmerer. It might be helpful if I give you a few copies of 
a small map here, which may be a little difficult to read but which, by 
referring to the large wall map also, may be clear. 

Mr. Putuups. I will say to the members of the committee that page 
8 shows both the present and the proposed construction of units. 

Mr. Kampmerer. We have under construction at the present time 
a number of generating units to meet this increase in load from 1952 
to 1955. 

Starting from the very tight situation in which we now find our- 
selves, the situation in 1955 would be only slightly better but would 
provide a margin of approximate ly 2 percent in load carrying capacity 
over estimated load. The increases in generating capacity to meet 
this load are being provided by work at a number of hydro plants and 
a number of steam plants. There are-eight hydro plants, I believe, 
at which units are being added. I will show you on this map approxi- 
mately where those eight hydro units are, and perhaps you can follow 
them on the smaller map. 
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There are units being installed at the Boone and Patrick Henr; 
Dams near Kingsport, Tenn., at the Cherokee Dam farther down on 
the Holston River, the Douglas Dam on the French Broad River, at 
Fontana Dam on the Little Tennessee River, at Hiwassee Dam on the 
Hiwassee River, and at Chatuge and Nottely Dams on tributary 
streams which flow into the Hiwassee River. | 

In addition to those installations at 8 hydro plants, we are installing 
units at 6 steam plants—7 if you include Johnsonville, where it will 
be a matter simply of cleanup work. 

Mr. Puiturps. It would be easier for me if you would distinguish 
between the plants for which you already have appropriations now 
and the units for which you are asking appropriations in the 1954 
budget. 

Mr. KampMeier. I am limiting myself now to the plants already 
under way for which money was appropriated heretofore but fo: 
which we are asking for continuing funds to continue construction 
Next I will cover new units that are proposed to be constructed for 
the first time in this 1954 budget. 

Mr. Puiiures. Then, as a matter of record, let us say you have 
already received as appropriated funds $174,674,000. 

Mr. Ouiver. We have already received prior funds to initiate 
construction; in addition we are requesting the $174,674,000 to 
continue construction in 1954. 


TOTAL COST OF TVA PROJECTS 


Mr. Putiiips. What is the total cost of all of the units presently 
authorized? 

Mr. Yates. Let me ask right there: How much did you receive in 
prior appropriations for the projects listed on page 8 of the justi- 
fic ations? 

Mr. CLtark. On page 6 of the justifications there is a table that 
shows the estimated total cost of each of the major projects and the 
distribution of those costs by years. The estimated total cost of that 
first large group at the top of page 6 is $1,107,253 ,464. 

Mr. Corron. That is past appropriations? 

Mr. Outtver. That is past appropriations, plus the funds in this 
budget, and the amounts required to complete all of the projects. 

Mr. Puiturps. That was not the question I asked. I asked how 
much have you received prior to this. 

Mr. Yares. Would it be the difference between what appears on 
page 8 and that amount or do you propose appropriations in subse- 
quent years? 

Mr. Ciark. In 1953 for these projects we are using $319,904,000, 
and in the years prior to 1953 there has been used $366,737,000. 
That makes a total of $686,641,000. 

Mr. Puiuurps. This becomes a little complicated, because you now 
have to account for some $400 million that does not show on our 
records. 

Mr. Ouiver. There is included in this budget $222,474,000, for 
work during 1954. That figure appears as the ‘last figure on page 8. 

(Nore.—The balanee to complete after 1954 is about $191 million. 

million plus the $191 million make up the $400 million to 
which Mr. Phillips refers.) 
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Mir. Puruuies. The $222 million is composed of $174 mullion for 
mtinuing projects now underway and $47.8 million for starting new 
ojects? 

Mr. Outver. That is correct 

Mr. Paituips. And the $174 million and $47.8 million are indicated 
as appropriated funds. 

\ir. Otiver. Both the $174 million and the $47.8 million for the 

nits proposed for construction in the fiscal year 1954 are appropriated 
nd items. 

Mr. PaHiuitres. Mr. Yates asked you how much money have you 
spent already on the plant or you have already had appropriated on 

plant. 

\Mir. Kampmerer. | believe the figure of $686 million, given to you 
a moment ago, answers that question. 

\ir, Pattures. Then you have to account for the difference of 
$430 million between the figure the budget officer gave us for the total 
cost and the money you hope to get in the future. 

Mr. Ouiver. That is correct. 

Mr. Puituies. What would you estimate to be the finished cost of 
all projects? 

Mr. Ourver. Of all projects, including the new units in fiscal 1954? 

Mr. Puiturrs. Beyond 1954. If and when you get the $1,107 
million, you will be through? 

Mr. Ottver. We will be through with all of the projects mentioned 
in this budget, including the two units at the Fulton plant. 

Mr. Yates. Including the four units asked for here? 

Mr. Oxiver. Including the four units asked for here. 

Mr. Putturps. And that will produce in kilowatts a total of 
9,600,000? 


STEAM PLANT CONSTRUCTION PROGRAM 


Mr. Kampmeier. That will permit us to carry our estimated 1956 
load of 9,600,000 kilowatts. I had completed showing you where we 
have work under construction on hydro plants. Now perhaps you 
would like me to show you where we have work under construction on 
steam plants. We are just now completing installation of the sixth 
unit at the Johnsonville steam plant, and there remains to be done 
there a certain amount of cleanup work. 

We have also under construction the installation of units at 6 
other steam plants—the Shawnee plant on the Ohio River near 
Paducah, the Colbert steam plant near Muscle Shoals, the Widows 
Creek steam plant in northeastern Alabama, the Kingston steam 
plant west of Knoxville, and then the 2 plants for which funds were 
provided in the last supplemental appropriation, namely, the Gallatin 
plant in middle Tennessee on the Cumberland River and the John 
Sevier steam plant in eastern Tennessee. 

Mr. Puituirs. How many steam units does that make under 
construction? 

Mr. Kampmeter. There are 2 at Widows Creek, 8 at Kingston, 
7 at Shawnee, 4 at Colbert, 2 at John Servier, and 2 at Gallatin, 
making a total, I believe, of 25. 

Mr. Anprews. Those 25 include the 4 new ones? 

Mr. Kampmeter. No, sir; those are ones now under construction. 
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Mr. Puiturps. And you are asking for four more steam plants in 
the present budget? 

Mr. Kampmerer. That is right—that is, four more units. Those 
are the ones shown on the wall map by the large symbols, namely, the 
2 units at the plant referred to as Fulton, north of Memphis, 1 unit 
which will be the ninth and final unit of the Kingston plant previously 
referred to, and 1 unit, namely, the third unit, in the John Sevier steam 
plant in upper east Tennessee. That is the proposed new capacity 
for which we are requesting funds to begin work in 1954, and the only 
other new power which would help to supply the 9,600,000 kilowatts 
of load is to be provided by some hydro units that the Corps of 
Engineers is planning to install at the Old Hickory and Cheatham 
hydro plants on the Cumberland River. 

Mr. Paruurrs. How many will that make altogether? 

Mr. Kampmeter. This would make a total of 9 steam plants of a 
size that I believe should be called large steam plants, beginning with 
the Watts Bar steam plant which we began about 1940 and including 
the new Fulton plant—a total of 9 large steam plants. We also have 
a few smaller steam plants dating back in the first instance to the plant 
at Muscle Shoals which was turned over to TVA in 1933, and which 
had been in the custody of the War Department prior to that time; 
and some plants which we acquired in the course of the utility acquisi- 
tions, in 1938 and 1939, primarily. 

Mr. Puiturps. I have a policy question I would like to ask Mr. 
Curtis. 

You are dependent in a way on the estimates given you by people 
who are going to draw power from you, or your own projection of 
the need for power. To a certain extent, that is your controlling 
figure. Suppose you make too much power: What happens then? 

Mr. Curtis. I think the answer is that we have every reason to 
believe there will not be too much power. We are relying, of course, 
on the projected consumption of power, and we have taken every 
method we can think of to estimate those needs, not only our own 
but with our distributors. So that the question you raise, of course, 
is the accuracy with which we have been able to predict the consump- 
tion of power. 

Mr. Puiuurps. And particularly in the Paducah area. I find a 
very marked feeling that you are overestimating the need for power 
in the Paducah area. In other words, if you have an excess of power, 
you intend to go out, I presume, and sell it for industrial or 
residential use. 

Mr. Curtis. If we have an excess, which we do not think likely, 
we will, of course, endeavor to interchange it with the surrounding 
power systems. 

Mr. Puaiuurps. Which, in effect, will extend the competitive influence 
of TVA farther and farther out from the original area. 

Mr. Curtis. No; because those neighboring companies only buy 
to supply their own needs. That is the power that goes to them. 
Almost every estimate we have made to date has fallen short. 

Mr. Puruuips. It has? 

Mr. Curtis. It has nearly always fallen short. 
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Mr. Puruurres. Do any other members of the committee want to 
ask any questions on this matter of the location of the plants and the 
construction program for steam and hydro plants? 


CONTINUING NEED FOR ADDITIONAL UNITS 


Mr. Corron. If you complete the construction of all the steam 
plants you have pointed out, including the four new ones you are 
seeking, according to your estimates those will take care of all of your 
power requirements through 1956? 

- Mr. Kampmermr. That is correct. 

Mr. Corron. You anticipate, however, that you will need even 
additional steam plants to take care of all of your requirements 

ter 1956? 

Mr. KampMeteEr. Yes, sir. 

Mr. Corron. Have you gotten to the point where you have any 
general estimate of how many steam plants you will need, for instance, 
to run you through for 1, 2, or 3 years beyond 1956? 

Mr. Kampmerer. I believe I can give you some information that 
will be helpful in that connection. We estimate our loads will grow 
at the rate of at least 750,000 kilowatts a year, and the growth would 
be more rapid if there are any large new developments of the sort that 

» Atomic Energy Commission’s program has resulted in. 

"The addition of capacity to supply a load growth of 750,000 kilo- 
vatts a year would require approximately four new steam units each 
year of about the size of these four units that are in this budget, and 
those should either be added at the plants now under construction or, 
when occasion arose, could be placed advantageously at new locations 
in this area supplied by TVA power. 

Mr. Corron. So your estimate is your demands will grow at the 
rate of four new units a year? 

Mr. KamMpmeter. Yes, sir. 

Mr. Corron. And how far into the future do you estimate that that 
projection will continue? 

Mr. Kampmerer. We think that projection certainly would con- 
tinue at least 5 years into the future. Beyond that we have not 
undertaken to examine the crystal ball. 

Mr. Corron. So that this committee can anticipate that at the 
completion of these we can look forward to 20 more units in the 5 years 
following? 

Mr. Kampmeter. I think that would be a very reasonable estimate. 

Mr. Jonas. I would like to have a statement showing how many 
new plants are contemplated in the current year for which no money 
has heretofore been spent. 

Mr. Kampmeter. One new plant with two units. In addition 1 
unit at each of 2 of the plants now underway. I add that in order 
not to fail completely to answer your question. It is one new plant. 

Mr. Jonas. One completely new plant? 

Mr. Kampmerer. That is right. 

Mr. Puruuies. That is at Fulton? 

Mr. Kampmerer. That is right. 
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Mr. Puiuies, One unit at the John Sevier plant and one unit at 
the Kingston plant? 

Mr. Kampmerer. That is correct. 

Mr. Jonas. How much money is requested for those operations? 

Mr. Kampmergr. A total for the Fulton plant and the additional! 
units at Kingston and John Sevier of $48 million. 

Mr. Jonas. That is appropriated funds? 

Mr. Kampmerger. That is right. 

Mr. Jonas. Do you plan to use any and, if so, how much money 
from your own funds? 

Mr. Kampmerger. No. That is limited to appropriated funds, and 
no corporate funds would be expected to be used in that connection 

Mr. Jonas. This is beside the point. I understand there is some- 
thing in the plan about a dam in Avery County, N.C. How far has 
that progressed? Are you considering such a project? 

Mr. Kampmuter. I believe I know the one to which you refer, but 
I would like to double check that. Are you speaking of the dam 
known as the Beech Creek Dam? 

Mr. Jonas. Yes. 

Mr. Parmurps. At this point, will you put a citation in the record 
of the authority by which TVA can go into North Carolina and 
build dams? 

Mr. KAMPMBEIER. Yes, sir. 

Mr. Jonas. Is it under section 831 (b), title 16, subsection (i), 
which reads as follows: 

* * * shall have power to acquire real estate for the construction of dams, reser- 
voirs, transmission lines, powerhouses, and other structures and navigation proj- 
ects at any point along the Tennessee River or any of its tributaries 

and so forth. 

Mr. Swip.ier. Yes, sir, and also subsection (j) 

Mr. Putuurres. Is the North Carolina river a tributary of the 
Tennessee River? 

Mr. Kampmeter. Yes. The site to which Mr. Jonas refers is on a 
tributary of the Holston River, and the Holston, in turn, is a tributary 
of the Tennessee. 


ALLOCATION OF COSTS FOR MARGINAL POWER IN EMERGENCIES 


Mr. THomas. Mr. Kampmeier, will you tell us a little further in 
detail about the situation you referred to awhile ago when you 9 a 
high-priced power to supplement power for the residential Federal, and 
industrial users? How much of a licking did TVA take, and how much 
of an increase did it cost the residential people, the Federal Govern- 
ment, and industry? 

Mr. Kampmerer. | will do my best to give you some approximate 
figures on that. It is difficult to do with any precision because we are 
operating an integrated system in which the various sources are 
brought together in a pool out of which all consumers are supplied. 
But let me try to give you a reasonably informative answer. 

As I recall the figures, we obtained from other power systems during 
this fiscal year up through January, power for which we paid about $14 
million. Of that, perhaps a third, as a rough approximation, was 
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d for resale to large industries and Federal agencies who were in 
ed either of interim power, pending the availability of power under 
firm contract, or supple mental power to add to the power under con- 
et. The remainder of the power, or about two-thirds of it, was 

d te supplement our own generation in carrying the loads under 

long-term contracts 
Tuomas, Of the $14 million, how much of a licking did you 


9 
{ 
Mr. Kampmeter. [ can answer that a little better, if you will pe: 


me to combine for a moment that power we obtained from other 


stems with power we obtained by re leavy use of ou 
Ul standby steam prep. The bulk of the hig st power wa 
ym the other syst but at the moment [ am n pr vared to 21 

uu a very rood Baek: Sut of the two together combined to up 


ment our normal generating requirements 
\(r. Tuomas. To save your time and to save the time of the com 
tee, those details are entirely superfluous. You bought $15 

llion worth of power, and all we want to know is how much of a 

ing you took. Can you give me an approximate figure? 

Mr. KAMPMEIER. Let me give an approximate figure of $10 million, 

it recognizing that included some loss on the abnormally heavy use 

our small steam plants 

Mr. Tuoomas. My next question is, Why did not you pass that 
$10 million loss to the residential users, the Federal Government, and 
industrial users? 

Mr. Kampmerer. For this reason, that we consider that sort of a 
situation is one which must be expected occasionally as one of the 
normal risks of operating this business. In establishing our rates for 
power to be supplied under a long-term contract, we average in an 
allowance for such a situation occurring once in perhaps 10 or 15 years 

Mr. Tuomas. That goes back to your original statement that you 
feel under the contract it is your duty to supply the area and, if you 
do not have the power, you have to go out and get it and, if you 
take a licking, then you have to take it, 

Mr. Kampmerer. That is correct. 

Mr, Puriutps. It just adds up to this: It indicates there is not in 
the charges of TVA any margin for such a situation, which would 
necessarily have to be in the charges of a private utility, because the 
private utility does not have the taxpayers to fall back on. 

Mr. Tuomas. Let me pursue that a little further. I do not under 
stand why TVA should be an absolute guarantor, and that is what it 
amounts to. If they do not have the power, they go outside and bring 
it in and, if there is any loss of dollars and cents, they pay it. 

Mr. Yares. I was under the impression they previously testified 
they took their rates over a long period of time and that in those rates 
wi be included periods of drought, and the rates they make are pred- 

cated on that, as well. 

Mr. Kampmerer. That is entirely correct, and there is an allow- 
ance such as Mr. Phillips speaks of for that. The result, of course, 
is that in the year in which that occurs we have a higher cost, and 
therefore a lower net income. 
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Mr. Yates. But in other years, you may have an overcharge? 
Mr. Kampmerer. That is it exactly. 

Mr. Yarss. So that there is this balancing of it at that time? 
Mr. Kampmerer. Exactly. 


SOURCE OF POWER FOR NEW AEC FACILITY 


Mr. Anprews. Have you been called on to furnish any power or 
be prepared to furnish any power for the new AEC plant in the Ohio 
Valley? 

Mr. Kampmeier. No; not at all. However, I think it would only 
be fair to say we are interconnected with the various systems that 
will supply that power and if we can be helpful in the interim period, 
we will. But it would only be an interim proposition. 

Mr. Puiuurps. Let us follow that up, because they say the Ports- 
mouth p'ant will need 1,800,000 kilowatts of power. You said to 
Mr. Andrews you did not expect to supply any of that. 

Mr. Kampmerer. We do not expect to supply any of that except 
as we may possibly be able to be of help during the interim period 
while that load will exceed the capacity of the new generating fa- 
cilities that are being installed to supply that load. 

Mr. Anprews. Who is installing the generators at that plant? 

Mr. Kampmerer. The Ohio Valley Electric Corp., which is a cor- 
poration owned by a group of electric utility systems in the Ohio 
Valley. It is somewhat similar to Electric Energy, Inc. 

Mr. Anprews. Which is the group that supplies approximately 
half of the power at Paducah? 

Mr. Kampmeter. That is correct. 

Mr. Puiuurrs. That is a corporation formed by a group of private 
utilities as a single supplier of power? 

Mr. Kampmeter. Yes. 

Mr. Tuomas. As I recall, they called in that group to make up as 
much power as they could at the Paducah plant. 

Mr. AnprEws. And TVA to supply the balance. 

Mr. Kampmeter. I believe it would be more accurate to say this, 
that both we and the private utility group were asked to tell AEC 
the basis upon which we could supply various amounts of power; 
then AEC, on the basis of that information, determined how much 
they wanted to buy from us and how much they wanted to buy 
from the other group. 

(Discussion off the record.) 

Mr. Yates. You have 10 steam units at your Shawnee steam plant, 
primarily designed to serve the Paducah plant. Is that correct? 

Mr. Kampmeter. All but two of those were installed to help supply 
power for the Paducah plant of AEC. 

Mr. Yates. Were any of those proposed to serve the Portsmouth 
plant? 

Mr. Kampmeter. No, sir. 

Mr. Yares. You have two units proposed at the new plant at 
Fulton. How did you happen to pick Fulton rather than some other 
plant? Are there other places in your system where you would like 
to put new plants? 
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Mr. KampmeteEr. We would like to build steam plants at the places 
that will permit us to do the overall job of supplying power most 
economically. At the present time the place where power can be 
added best is the Fulton site. As loads grow in the future, there may 
be other locations at which increased capacity should be installed, 
but today the place where capacity can be added to do the most good 
from the point of view of the Government and to provide economical 
and dependable service is Fulton. 

Mr. Yares. And if the four units you request are authorized, will 
those provide all of the steam plants you contemplate will be neces- 
sary for serving the TVA area within the reasonable future? 

Mr. Kampmerer. Through 1956. 

Mr. Yates. Through 1956 only? 

Mr. KampMeErnEr. Yes. 

Mr. Yates. And if the area expands and additional industries 
come in, is it contemplated that you will be requesting funds for the 
construction of additional steam plants? 

Mr. Kampmerer. Yes. As the economy of the area develops and 
power requirements grow, we would expect to request funds for 
additional units, some of which sooner or later would be at new plants. 

Mr. Yates. Are you going to serve Portsmouth with power, even 
indirectly, from that plant? 

Mr. Kampmerer. No, sir. If we supply any power for Portsmouth 
at all, it will be only for a temporary period, on a short-term basis, 
trying to reciprocate for the help we got in supplying interim power 
to Oak Ridge. 


EXPENDITURE SCHEDULE FOR THE TVA 


Mr. Puiuurps. I thought that we would recess now; but, if it is 
agreeable, I shall take up a few more questions on this matter of pay- 
ments into the Treasury, and then follow that with the cost of the 
power. 

I have a table here which J will give the reporter. This table comes 
from you, and I take it that it is an authentic table of the TVA 
expenditures tor the years 1946 to 1954, inclusive. 

On the basis of the estimates for 1953 and 1954, under the head- 
ings, “Expenditures from corporate income,” “Expenditures from 
appropriation,” ‘“Total expenditures,’ and ‘“‘Payments to the United 
States Treasury,” are shown the following figures: 

Following is a table showing the amounts of TVA expenditures provided from 


corporate income and from appropriations during the fiscal years 1946-54, 
inclusive. 





| 
Expenditures | Expenditures | » ; Paymer 
from corporate from ippro- —- — ndi- | to I S 
es : 
income priations | , Preasury ! 
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$49. 279. R18 $17. 839. 188 $67, 119, 006 
60, 419. 099 24, 476, 104 84, 895, 203 
81. 489. 371 2, 003, 272 
69. 812. 69. 
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yram and repayment of miscellaneo 


27,517. The figures do not 


Norre.—The following information was given to the committee 


following the hearing:) 


The foregoing table contains a few incorrect figures, including those for 1953 
Following is a corrected table: 


Expenditures 
fror ippro- 
priations 


Total expendi- | 
tures 


$49, 279, 818 $17, 839, 188 $67, 119, 006 $12, 597, 744 
60, 419, 099 24, 476, 104 84, 895, 203 10, 336, 264 


82, 271, 35 1, 716 113, 991, 216 &, (Re 
81, 489, 371 30, 513, 902 112, 003, 272 3, 000, 008 
69, 812, 693 , 717, 93 111, 530, 627 4,174, 4¢ 
76, 480, 127 = 2 y 189. 865, 787 4. (Wy 
258, 277 218, 158, 87$ 332, 417, 156 11, 047 


51,16 


114, 
l 
178, 


356. 000 274, 116, 452, 472, 000 20, 288, (x 


cludes retirement of bonds and repayment of investment. 
not incl retirement of bonds 
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a} 


«eS ot include 


ast. 


Mr. Puiuurps. According to this statement, prior to 1946 the TVA 
paid to the Treasury the figure we have been talking about here. In 
1952 the payment to the Treasury was $11,047,124. In 1953 you 
anticipate it will be $14,229,268. And in 1954, under your projection 
you have $20,288,000. 

Mr. Ouiver. Plus another $5 million for repayment of bonds- 

Mr. Puiturpes. Wait just a moment. According to the footnote 
on ‘Payments to the U. S. Treasury,” this includes repayments of 
appropriation of investments in power programs and repayment o! 
miscellaneous nonpower proceeds, but does not include retirement of 
bonds, which for 1954 you estimate at $5 million. How much for 
1953? 

Mr. Kampmerger. The same 

Mr. Puiuurps. $5 million each year? 

Mr. Kampmerenr. Yes. 

Mr. Puiuurps. Including the $5 million, that represents a total 
repayment, which would be figured by this subcommittee as payments 
in lieu of taxes? 
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Do 


\ir. KAMpMereR. | would not think so. 

\ir. Poruitres. What other payments would they have? 

\ir. KampmMerer. We have also revenues reinvested in plants 

zable part of the revenue—that part adds to the assets of the Fed- 

| Government in this system. 

\ir. Paitiies. How? 

\Mir. Kampmeter. You accomplish exactly the same result investing 

dollar out of revenues as out of appropriated funds; it would increas 

assets owned by the Federal Government in the system. The 
tire earnings of the system accrue to the Federal Government 
ther in the form of cash paid into the Treasury or in the form of 
venues reinvested. 

Mr. Paiturps. | do not know that I can accept that statement. 
How about it, Mr. Budget Officer? Can you take money that vou 
otherwise wouk | have had to pay in taxes if you had been operating as 
a private concern, and say, because you are building some ‘thing new 

th it, that it would be credited as a part of the payments in lieu of 
taxes? That would have had to be paid if you had been considered 

private utility. 

Mr. Kampmerer. I believe there is a distinction in this case, 
yecause What you build belongs to the Federal Government, and of 
course, What was built would belong to the private utility in the 
other case. 

Mr. Puiturps. But if you were a private utility and were to increase 
your plant, that would result in increasing your ad valorem taxes 
as well, 

Mr. Kampmerer. That is correct. And, that applies somewhat 
similarly to the case here. Because we make a payment in lieu of 
taxes to the States and the counties that are as large as ad valorem 
taxes would be. 


LIEU OF TAXES PAYMENTS COMPARED WITH PRIVATE UTILITY TAX 
PAYMENTS 


Mir. Putiuies. I thought I had some figures here showing what the 

valorem taxes were for the area in which you operate 

Mr. Kampmeter. The figures for last year showed between $7 

iillion and $8 million, made up of some $3 million paid 

Mr. Putuuirs. I believe Mr. Cotton has some heures. 

Mr. Corron. This is contained in a statement on page A-365 of tl 
Congressional Record of January 29, which states that the Tennessee 
Valley Authority, during the fiscal year ended June 30, 1952, paid to 
7 States and 135 counties a total of $3,036,207 in lieu of taxes. 

Mr. Kampmerer. Yes. 

Mr. Corron. And the municipalities and cooperative associations 

tributing TVA power paid $4,333,240. 

lhe statement showed the combined payments, totaling $7,369,447, 

ceeded by $4,135,655, the property taxes formerly paid on all reser- 
oir lands and power production and distribution properties when they 

ere in private ownership. Do you recall that? 
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Mr. Kampmeirer. I believe I do. 

Mr. Corton. In other words, that would indicate that the TVA 
and the municipalities and cooperatives are paying more in lieu of 
taxes than would be paid if this was operated as a private utility? 

Mr. Kampmerer. | do not think that conclusion could be drawn 
directly from that statement, although it is indeed a fair conclusion 
The statement refers to taxes paid on the properties which wer 
private ownership. Some of these properties, of course, have never 
been in private ownership. However, the total that is paid to loc 
governments, considered as a proportionate part of the total electric 
revenue, compares rather well with the proportion of the electri 
revenues paid as State and local taxes by private utilities in surround- 
ine areas Especially in view of the more rapid growth in electri 
revenues that has taken place in this area than in other areas, I thin 
it can well be concluded that the payments in lieu of taxes to States 
and counties are greater than they would have been if private utilities 
had continued to operate in the area. 

Mr. Corron. You are comparing what you paid in 1952 with what 
private utilities paid in 1935, are you not: 

Mr. Kampmerer. What I intended to bring out was what the con 
parison would be at this time. 

Mr. Corron. But you assume when you make the present stat 
ment that the TVA distribution of power has increased from 1935 to 
1952, much more rapidly than it would have increased if it had 
mained in | rivate operation. 

Mr. Kampmeiger. Yes; and of course that is a statement that 
impossible to prove, but in the light of relative growth in this a1 
other areas, I think that would be a reasonable assumptio! . 

Mr. Corron. There has been an assertion, based on the national 
average of investments in electrical power operations, that if private 
utilities had been operating in this region they would have paid 
approximately $34 million on this same amount of business. Hav 
you analyzed that statement? 

Mr. Kampmeter. I have analyzed some similar statements—lI do 
not remember whether I have seen that one or not—but I would be 
glad to make any comparison that you might wish on payments in 
lieu of taxes to the local governments and also the earnings that hav: 
accrued to the Federal Government, that would be comparable to 
the Federal income tax. 

Such a statement as you cite would include income taxes as well as 
local taxes. I would have some question as to the validity of th 
amounts, but I could demonstrate to the committee, if you care to 
take the time, that the payments and earnings of the TVA compare 
favorably both on the local side and on the Federal side with taxes 
that would be expected of a private utility. 

Mr. Puituips. May I interrupt to ask this: You do not pay Federal 
income tax? 

Mr. Kampmeter. No. 

Mr. Puiturps. But when you compute what the private utilities 
are paying and the TVA is paying, then you disregard Federal income 
tax, do you not? 

Mr. Kampmeter. No. 

Mr. Puiuurps. Because we are talking about 
payments. 


“c 


in lieu of taxes”’ 
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\ir. KAMPMEIER. Yes. The point ] would like to make is that the 
amount paid by private utilities as Federal income tax can be compared 
with earnings which accrue to the Federal Government, over and 

bove the cost of the money. And such a comparison will show that 
Federal Government receives as much as, if not more, from the 
TVA operation than it would receive and does receive from private 


tities. 

Mr. Puiturps. But you arrive at that figure by adding in improve 
ments that you make on the property, which you say the Federal! 
Government Owns. 

\ir. Kampmeter. Yes, included in that is the entire return to the 
Federal Government over and above the cost of money. The Federal 
Government gets the benefit whether the money is put in a plant or 

» the Treasury. 

Discussion off the record. 


EXPENDITURE SCHEDULE OF TVA 


\ir. Puiutures. During the lunchtime, will you look up for me this 
nformation referred to earlier which gives the total expenditures fo1 

fiscal year 1953 of TVA as $512,326,517? 

Then turning to page 85 of the justification, vou give the expendi- 

es for 1953 as $405,027,517, which makes a difference of some 
$107 miliion. 

Mr. Oriver. That would need to be reconciled. One of these 
represents the total obligations, and in the other case it is total 
expenditures. 

\fr. Puitures. The note on the table says: “The figures cover 
obligations,’ so that may be true. 

{t the conclusion of the morning hearing, this being a continuation 
of the hearing on the budget of TVA for the fiscal year 1954, I asked 
you to reconcile a figure of $512.3 million given as expenditures in a 
statement of receipts and expenditures from your agency, with the 

rure Which appeared on page 85 of the justifications furnished the 
subcommittee, which differed by approximately $107 million. Who 
will answer that? 

Mr. Onrtver. I will, but I did not intend to do it at this time 

\ir. Puritires. Suppose you put the reconciliation in the record at 

point. 


The information requested follows:) 
The difference of $107,299,000 between total obligations of $512.326.517 and 
tal expenditures of $405,027,517 is the increase in unliquidated obligations 
ng the year. These items may be reconciled with the printed budget as 


wes: 

tal obligations: 1953 estimate 
Printed budget, page 181 $493, 097, 249 
Retirement of borrowings 5, 000, 000 
tepayment of investment 14, 229, 268 


Total 512, 326, 517 
Change in unliquidated obligations, including $10,000 in inven- 


tories: Printed budget, page 182 107, 299, 000 


] 


tal expenditures: TVA justification, page 85 105, 027, 517 
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REIMBURSABLE SERVICES 


Mr. Puiuurps. Here on page 4 of your justifications you show an 
item of $11,942,000 as re Peetu le services. 

At this point the reporter will include in the record page 81 of the 
justiications. 

Page 81 of the justifications follows:) 


REIMBURSABLE SERVICES 
ate for reimbursable services is $11,942,000. These serv 
are furnished at the request and expense of other agencies, and in the casi 
Federal agencies, are based on findings that the use of TVA’s facilities and t 
nical staffs results in overall savings to the Government. Services for o 
Federal agencies are performed under authority of section 601 of the Econo 
Act of 1932. 

Major items included are the operation of a classified defense facility for t 
Army; mapping services for the Army, the United States Geological Survey, ar 
the Department of Agriculture; and completing construction of a bridge acro 
Chickamauga Dam for which reimbursement is received from the Publie Ro: 
Administration and the State of Tennessee in accord with Publie Law 562. 

Mr. Puitures. How much money do you get from other agencies 
for any purpose? Is that the total? 

Mr. Ouiver. That is the total we expect to réceive from other 
agencies for miscellaneous services rendered at their request; it does 
not cover, for example, sale of power to AEC. The bulk of that money 
is in connection with a classified Army project. We also do mapping 
for the War Department and miscellaneous services for various 
Federal agencies. We incur expenditures of the $11,842,090 and they 
reimburse us for the cost of the work they ask us to do. 

Mr. Puitures. Without attempting to be humorous on the subject, 
about this being a classified project, AEC comes in and points out to 
us that certain figures regarding electric energy are highly secret, and 
then we pick up your annual report and read ‘them all in that. 

Have you gotten together with the Army on this material before us 
now being classified? 

Mr. Outver. Yes, sir. 

Mr. Kampmerer. Any such figures that appear in our reports are 
figures which the agency concerned has authorized us to use. 


OTHER OBLIGATIONS 
OTHER CONTRACTUAL SERVICES 


Mr. Paritiies. What do you pay out to other agencies for services? 

Mr. Ourver. In the budget for 1954 we have $6,713,800 for services 
rendered by other agencies. 

Mr. Putuuies. We will turn to that table of expenditures by object, 
and you will continue to explain why you are asking for $12,322,488 
for contractual services and $6,713,800 for services performed by 
otber agencies. 

Mr. Ouiver. The great bulk of the $12,322,600 is for the purchase 
and interchange of power from other power systems; it also includes 
amounts for contracts for services on our major construction projects 

Mr. Puruiies. Then the difference between $12,322,000 and a 
figure of approximately $48,000,000 is done by your own force account? 
The difference between the two is total construction costs? 





Mir. Ottver. No; another item which would not be included as 
e account in this schedule of obligations by object is the item for 
ipment, object OY. 
ir. Potties. Perhaps you did not understand me, 
| not understand you. 
said the difference between $12 million and the total figure you 
e us would be work performed by you, but that is not so. 
\ir. Otiver. Which total figure? 
\ir. Poriuies. What did you give us, Mr. Kampmeier? 
\ir. Kampmeier. Forty-eight million dollars in 1954 for starting th 
projects. The figures are explained in this tabulation before you 
\fr. Outver. In the object 09 there is an item of $133,089,884 which 
for equipment like turbogenerators and boilers which represents 
rk done by the equipment manufacturers rather than TVA fore: 
ount work. 
\ir. KampMErER. Now the $48 million figure, you will recall, w 
the new units, and there was $174 million for continuing work. 
substantial part of these items, as well as some of the work included 
the corporate-fund budget, makes up the estimate of $133 million 
equipment, 


rRAVEI 


Mr. Puiiuips. For travel you ask for an increase in approximately 
the amount of $360,000. We asked you when you appeared in con- 
nection with the last supplemental to break down thegtravel into 
several heads so that we can identify them. 


The breakdown of the travel estimates is as follows:) 


tion and maintenance of dams, 
, transmission lines, and subst 
ruction of transmission lines 
iction of dams and steam plants 
il operations, reservo levelopment activities 
reimbursable services for other agencies 


rative and general expens¢ 


tal expenditures for travel 


Che amounts for administrative and general expense include 
» these accounts; they do not include the small amount 
s} 


hop and service charges for printing and reproduction, automobil 


TRANSPORTATION OF THINGS 


Mr. Puitures. The increase in transportation of things is about $4 
million, which seems large. 

Mr. Outver. That is largely, Mr. Chairman, freight for transpor- 
tation of coal and delivery of generators and all the large equipment 
we must receive from manufacturers. 

Mr. Puituips. Now we go back to a question we have asked you 
before at other hearings, and that is that you take this coal at the 


colliery and you transport it in? 
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Mr. Kampmerer. Yes. That is, we pay the freight as a separate 
item. 

Mr. Puitirps. But the freight is not in your contract. 

Mr. Kampmerer. Not in a contract with the colliery; no, sir. 
Occasionally we do buy it delivered, say by truck, to the plant. The 
increase in this item is largely the additional freight on coal because 
much larger quantities will be used in 1954 than in 1953. 


EQUIPMENT 


Mr. Puiturps. There is a reduction in equipment of about $90 
million. I don’t think that requires any explanation before this 
committee, but my curiosity is aroused as to how you happened | 


spend so much last year and dropped back so much this year. Your 


justification indicates you are back now to only a little above 1952 

Mr. Outver. It has to do with the timing of the construction ‘of 
these generating units that we discussed this morning, Mr. Chairman. 
The large purchases of equipment to do this construction job are, of 
course, scheduled according to the stages of construction work in 
progress on each proje ct. 

Mr. Kampmerer. That again will reflect the AEC program requir- 
ing us to build additional capacity. 


TAXES AND ASSESSMENTS 


Mr. Putuurps. Item 15, “Taxes and assessments,” the increase 
there is approximately $87,000. Is that entirely social security? 
Mr. Outver. It is entirely social security. 


PERSONAL SERVICES 


Mr. Puiiurps. You ask for an additional number of employees. 
That is for about 550 additional employees; is that right? 

Mr. Outver. In total, the average employment will be up by about 
1,600, including the hourly construction employees on the various 
projects. 

Mr. Puiturps. You are giving me the figure which is average 
employment for all positions. 

Mr. Kampmerer. The increase in number of permanent positions 
is approximately 600. 

Mr. Puriires. Of the 600 new positions that you ask for, can you 
break them down, or can you tell us what they are by classification? 
Where are you going to put the majority of them? 

Mr. Criark. The majority of them will go in power operations 
operators for the powerplant as they come into service. There is a 
small increase in the annual employment in the construction program, 
also. 

Mr. Puiturps. The reporter will put in the table which appears 
on page 83 of the justifications which gives these figures and the 
breakdown for which I am now asking. 

(Table from p. 83 of the justifications follows:) 
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Average man-years of em) 


tior 
ration 
er and munitions program 
rograms (navigation operations, 
ms, Multipurpose reservoir operations, and 
levelopment 
irsable services (such as mapping work for the 


flood control 


istrative services 


otal 15, 6: 19, 349 


Note.—The table above shows the programs requiring the total increase of 1,637 r 
mployment in 1954 his figure includes 770 man-years for permanent employees and 867 
porary hourly constiuction workers. New permanent positions included in the 1954 estin 
3, broken down as follows 


Power operations 

Construction 

Fertilizer and munitions 
ther programs 
Reimbursable services 
Administrative services 


Total 


AMOUNT REQUESTED OF BUREAU OF THE BUDGET 


Mr. Puituirs. What amount of money did you ask of the Bureau 
if the Budget? 

Mr. Ciark. $269,170,000, as compared with our allowance of 
$254 355,000. 

Mr. Puitures. When they reduced you, it was approximately 


$14,800,000. Did they tell you where to take it off? 

Mr. Ciarkx. They indicated about so much for construction and 
about so much for operations and gave us some latitude within those 
figures. 

Mr. Puiituips. What were those figures? 

Mr. Ciark. $14,100,000 for construction and about $670,000 for 
operations. 

Mr. Puiturps. Is the budget which you are justifying today the 
original or revised budget? 

Mr. Ourver. This represents the original budget. 

Mr. Puriurps. Have you come to a conclusion with the Bureau of 
the Budget as to what you should now ask for? 

Mr. Oriver. No, Mr. Chairman. 

Mr. Putiuips. How soon do you expect to have that? 

Mr. Outver. By about the end of this month. 

Mr. Puriurps. Have you actually made your recommendations to 
the Bureau of the Budget? 

Mr. Outver. We have made our recommendations to the Bureau 
of the Budget. We understand we will hear from the Bureau of the 
Budget toward the latter part of this month. That is all the in- 
formation we have. 

Mr. Patties. That makes it a little difficult for this committee. 
We will have to see what we can work out from it. 

Have you had any evidence that the Bureau of the Budget is going 
to approve any increase in personnel or disapprove any increase in 
personnel? 





Mr. Ouiver. No 
Mr. Parties. Have you bad any conferences with them on th 
subject? 


Mr. Ouiver. We have submitted recommendations. 


IN-LIEU-OF-TAXES PAYMENTS COMPARED WITH PRIVATE UTILITY TAX 
PAYMENTS 


Mr. Puiiurpes. At the luncheon recess you were presenting a some- 
what unusual description of tax accounting. At least it is unusual 
to me 

I have another chart here of taxes a private utility company would 
pay on an investment the size of TVA and the amounts actually paid 
This goes back to 1949. How much change would there be betweer 
1949 and 1952 in tax levies in the area in which you operate? 

Mr. Kampmeier. 1949 would be as reasonable and satisfactory a 
vear as any in which to make comparisons. Of course, the level of 
income tax payments, for example, by utilities has increased som: 
since 1949 

Mr. Puiuutps. If we take this, at least it is a point of departure for 
discussion. 

Your average power sales for that vear are shown here to be $495,- 
000,065. State and local taxes are 2.01 percent. That would be 
$9,949,501. 

Mr. Kampmeter. I didn’t follow your initial figure. Oh, that is 
investment. I thought you were speaking of sales. 

Ir. Puiturpes. On that investment, State and local taxes would 
have been $9,949,501. The 2.7 percent Federal taxes would have 
amounted to $13,365,002, or a total of $23,314,503, and the amount 
actually paid was $2,050,437 

I am reading from a memorandum which is not in the justifications 
It is a memorandum furnished me at my request on the taxes paid by 
private utilities and comparable figures for TVA. 

On the investment for municipals and cooperatives of $212,848,296 
they would have paid a total of $10,025,155 on the same basis, and 
actually paid $3,017,811. In your earlier calculation it is interesting 
in that the money you put into capital improvement is considered as 
a part of the payment in lieu of tax, and that same thing would not 
apply to municipalities and cooperatives. 

The municipals and cooperatives are $7 million short of what pri- 
vate utilities would have paid and you were $21 million short, or a 
total of $28,271,410. 

Mr. Kampmeter. I would like to comment, Mr. Phillips. These 
figures are not eee able by a wide margin. I think one thing this 
table illustrates is how widely different figures different people will 
compute as to so-called tax losses. Here we have one calculation 
which indicates that in the year ending June 30, 1949, an estimate of 
tax payments that might have been made by a ‘utility system under 
so-called comparable conditions, would have been over $33 million 
Mr. Cotton had an estimate prepared by someone else showing that 
3 years later, on a much larger volume of business, there was an 
estimated equivalent figure of $34 million. I believe the estimate lh 
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ted he was given for 1949 was $19 million, compared to the $34 

on estimate prepared for you. 

You get widely different figures, depending on who figures them, 

on what hypothetical assumptions are made. 

\ir. Puiturps. But they also figured your taxes on the same basis, 

your point is not particularly good. What we want to know is 

you are only paying the percentage indicated there of what a 
ate utility would have paid. If they were wrong on the private 
ty figures, they were wrong on yours. 

\ir. KampMererR. You can start with revenue or the number of 

istomers of investment and you get a different answer each time. 

With regard to this table’s noncomparability, in figuring taxes 
gainst an investment base: In a typical case for a typical utility the 

estment includes distribution properties much of which are located 
n urban areas; they include properties which are hardly comparable at 

with these TVA dams located in the mountains of Tennessee and 
North Carolina. Such differences should be considered right on 
down the line. 

If you try to compare taxes on the basis of investment, you can 
hardly arrive at any reasonable sort of comparison, at all. Income 
taxes, for example, which are the largest, are not based on investment, 

it on income, 

Recognizing the shortcomings of any comparison, I believe you 
would come closer to having something that could be compared 

isonably and fairly if you were to begin, as the figures Mr. Cotton 

as giving before lunch did, on a basis of relation to revenues. You 
vill find more consistency among utilities themselves, if you compare 
on a revenue basis than on an investment basis. 


Mr. Putuuies. Then let Mr. Cotton take it from there in order to 

this in continuity and put his figures in for revenues. 

Mr. Kampmerer. I think that would be better. You never have 
complete comparability, but at least we might as well come as close as 
we can here in comparing two unlike things. 

The document above referred to follows: ) 


MUNICIPAL AND COOPERATIVE SysTEMS 


On the average stated valuation of $212,848,296 for the municipal and coop- 

ve systems, a tax ratio of 2.01 percent in 1949 would have yielded $4,278,251 
State and local taxes and the 2.70 percent ratio for Federal taxes would have 
ded $5,746,904 in Federal taxes. 


SUMMARY 


Reduced to tabular form, the country’s losses which are incurred through the 
ATIOUS degrees of tax exemption ot the TY .. as cale ilated on an investment 
are as follows: 
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Mr. Kampmerer. The figures in the foregoing chart were tax 
including in ces and dividing them by investment to gi 


»N My pape r reads as follows: 


made by TVA appeared on page A365 of the Congressional Rex 
, 1953. The statement was to the effect that TVA paid to75 
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f $3,036,207 in lieu of taxes for 1 year ending J 
icipali f i * eTatives l ribu g TVA p 


240 in li of “he statement says that this 


ol ; -eded $135,655 the propert 


and cooperati\ 
re these operations under private ownership. 
ling June 30 TVA sales, exclusive of s 
nicipalities a pe ves receiving TVA 
54,800,000. ased national average, investor 


$34,000,000 « 


paid $27,947,000 
and 


coopera 


taxes 


19.096, 001 


S5.068.248 
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some early 
t ent 4 
that the 


eT 


nent in TVA faciliti 
Now if you wish to comment on that, I pass it to you 
Mia 7 ATES Mr. Chairman, should we not | 


allow t 
e a reply in the record which would be an answer 
[r. Puiturps. I have no objection to that except I woul 
right how the answer to this. This has been a « 
liscussion for all the 6 vears I have 


I admit that I have never been satis 


beer on 
ied 
the pay anything like the equivale nt of priv: 
Ir. KaAmMpMeEiER. You are certainly entitle 
members of the committee, to as complet 
you. I will be glad right now to give vol 
ou care to take time to listen to. I woul 
ent with me if I try to comment on very } 
s a pretty lengthy thing, and in trying to po! 
ability and areas of noncomparability , a food man" I 
» covered. I will go no further than you would like 1 


Make it as short as you can and 
t out in the transcript. 

Mr. Corron. It is lengthy in that it goes over 
irs, but the principle for each year 1s the 


lgvive us simply a prey 1eW of vhat your answer 


ONOMIC DEVELOPMENT OF TVA ARI 
STATES 


Mr. Kampmerer. I will try then to talk o1 about thi 


‘ 


WV 


} i 
kK | | happ nto } ave 
ires with me, without trying to go into the others, 
ould be a similar story 


he 


the latest of the vears shown here for wv 


pecause 


rs 


I would like to say at the outset that while it can be demonst 
my judgment that the Federal Government is g tt 
mount of money out of this ope ration to what it wo 


¢ a comparabl 
ild receive from 
lity operations in the area, I don’t think that is nec¢ ssarily one 

VA’s primary objectiv s, to do that. We ar glad to be abl 


eto say 


that the results can be shown to amount to that, but our ey: 


rimarily, as you understand, on another goal, the objective of regional 


evelopment. We are trying to do a job which, among other things, 
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includes making a good business showing for the Government. It is 
not necessarily to be expected, in my judgment, that you should have 
comparability between income taxes from a profit-earning utility 
System and amounts that micht be considered comparable, from an 
operation which is designed to produce a lower level of earnings, 
deliberately, and for cood reasons. 

I would also like to point out at the outset that I think any com- 
pletely fair comparison would include not simply the effect on direct 
payments from power systems into the Treasury, but also would 
include the effect of this program of development in which TVA is 
engaged on imcome-tax revenues generally from the area in which 
TVA operates. Iam not trying to excuse differences, because there 
is no de ficiency to excuse. The record is good. If this is a matter 
the committee is interested in I would like to comment on it. 

Mr. Patiires. The committee is interested and would doubtlessly 
like to hear your argument on that point but I point out that the same 
thing that applies there would apply to a private utility. You would 
conserve our time and yours if you would confine your statements to 
those things which are not the same. 

If the TVA goes in and develops an area, a private utility could 
have gone in and developed an area with its power; could it not? 

Mr. Kampmeier. Let me make only this one point and then | 
won’t pursue that any further: If you will look at the proportion of 
total income-tax collections in this country, from individuals, that is 
received from the area shown on that map, you will see the proportion 
has increased markedly during TVA operations. In other words, 
growth in income-tax collections from the people in this area has been 
more rapid than from people in areas served by private utilities. 

Mr. Corron. Let me say that I have other figures here which would 
be to that very point that you have raised. They are interesting 
because the State of Tennessee, which is supposed to be the recipient 
of all these benefits and development of TVA, in the matter of total 
individual income taxes paid, back in 1933, the comparison with 10 
States, Tennessee stood sixth in the amount of income taxes paid. 
In 1951, it stood only fifth. In postal receipts, Tennessee stood third 
in 1933, and fourth in 1951. 

In cash receipts from farm marketing it stood fifth in 1933 and 
eighth in 1951. 

In new business incorporations, Tennessee stood fifth in 1946 and 
fifth in 1951. 

In business volume per capita, Tennessee stood fifth in 1939 and 
fifth in 1951. 

In payment of wages and salaries, Tennessee stood fourth in 1933 
and fifth in 1951. 

In retail sales, Tennessee stood first in 1935 and fifth in 1948. 

In retail sales payrolls, Tennessee stood third in 1935 and fifth in 
1948. 

In percent of total individual income taxes paid, Tennessee stood 
sixth in 1933 and fifth in 1951. 

If these figures are correct, in comparison with the nine other 
States in the surrounding region, the State of Tennessee has not 
forged to the front any more rapidly than States which have been 
depending on private industry. 





| was not going to bring that up, but I do bring it up in view of your 
tement that in comparing these figures we should not only consider 
vhat TVA pays the Government in lieu of taxes, but we ought to 
the impetus and effect on the general tax paying of the 

alitv. | cannot see that Tennessee is paying more to the Fed ral 
sury in view of the fact that the other States have paid about as 


KampMeieR. | would like very much to comment on any an 
of those figures, but just take the one of income-tax payments, no 
recognize as you do that you can get somewhat different « 
ons depending on which years you start from and so on 
valid comparison I know how to make—and | 
most valid one | know how to make 
vear in which nearly all the present 
in private hands—namely, in 1938 
the privat ly owned power properties i 
inning with 1938 as a base year is also | 
be the vear in which individual income-tay . 
United States than in any other prewar vear, and theref 


eives a more comparable figure than a year like 19 


as al the bottom ol the depression. 


1938 and go through the latest data available, name! 

you will find that the proportion of total individual | 

yme-tax payments made by the people of Tennessee in 

it 56 percent. In other words, they paid more than half 
large a proportion of the total in 1951 as they did in 1938. 

\gainst that increase’ of 56 percent the average increase for the 8 
Southern States was 32 percent. Each of the other State 


‘Tease 


ides Tennessee, in which there is a sizable part of the TVA power 
rvice area, namely, Mississippi, Alabama, and Kentucky, al 
howed a oTeater increase than did the rest of the Southern St: 


Mr. Puiturpes. I come back to my same question: Suppose vou 


been a privately operated utility. The same thing wo hay 


happened because you are providing power into an area which pi 


viously didn’t have that distribution of power. Industries would 


| 
have come in and used the power and would have paid taxes; would 


they not? 

Mr. Kampmerrer. They would certainly to some degree, 
evidence points to the fact that the growth in power use 
more rapid in the TVA power-service area than in other parts of the 
country or of the South, and I think that has had a bearing on the 
fact that growth in income-tax payments from individuals in Ten 
nessee has been greater than in other parts of the country and other 
parts of the South. 

Mr. Jonas. Because of the fact that the Government was furnish- 
ing power through TVA, the Government has also been putting these 
atomic-energy plants and defense plants in there. It is an artificial 
governmental stimulation since you had cooperation from the Gov 
ernment in putting those plants there 

Mr. Kampmerer. I am glad you raised that point because I would 
like to call attention to the fact that for the latest year on which we 
have published information, per capita personal-income payments to 
individuals from Federal sources are smaller in Tennessee than they 
are in the average State. These payments may be taken as one 


1 
f 
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measure of ‘art 


ificial governmental stimulation” in different parts 


of the country. 

Mr. Puitiurps. Do you mean actually the average of 48 States? 

Mr. Kampmerer. Yes. That may surprise you. 

Mr. Jonas. It surprises me. I am thinking about my own State. 

How many billion dollars have you spent in Tennessee on this 
development? 

Mr. Kampmerer. We have invested not in Tennessee, but in thy 
whole Tennessee Valley area between $1 and $2 billion. This is not 
only Tennessee, but throughout this area which includes parts of 
seven States. Only between $1 and $2 billion. 

Mr. Jonas. You spent $1,800 million since 1946. 

Mr. ‘*Homas. You: have that exact figure there; have you not? 

Mr. Puiturps. The budget officer will have the exact amount. 

Mr. Kampmerer. I may have misunderstood your question. |] 
thought you meant invested. 

Mr. Jonas. I am talking about money invested. Total expendi- 
tures. 

Mr. Ciarxk. The total appropriation made by the Congress through 
1952 is about $1.25 billion. 

Mr. Kampmerer. Your larger amount may have included the 
amounts that the consumers of power pay for power and which is in 
turn respent for coal and soon. Except for Federal power consumers, 
that is not a Federal expenditure. 

I am not talking about the amount of stimulation of private enter- 
prise. That has been greater in Tennessee than most places. There, 
we think that the money the Federal Government has spent in Tennes- 
see has been spent more effectively in aiding private enterprise than 
the money that has been spent in other States. There has been a 
greater multiplying effect in Tennessee. Jam confident of that. That 
is not something which I can support with figures. I wish I could 

Mr. Corron. Uncle Sam developed the hydroelectric power in this 
locality in Tennessee. The TVA. And then to firm it up, he started 
building steam plants. The power furnished is plentiful and not too 
costly, and so the Atomic Energy Commission builds tremendous 
plants to make use of it. 

Incidently, it is so attractive, that the localities down there are 
building mills, and my good friends from New Hampshire are moving 
their plants down and we in New Hampshire are helping you build 
steam plants to give them power to run their plants. All this impetus 
that you are talking about stems from the fact that the Federal 
Government first develops the hydroelectric power and then starts 
building steam plants and then puts in Atomic Energy Commission 
installations and these towns and cities are built up, and even in the 
light of that, I have yet to see figures that convince me of the tremen- 
dous, abnormal growth of Tennessee in comparison with its sur- 
rounding States, unless these figures are incorrect. 

Mr. Kampmerer. Mr. Cotton, I don’t like to be in the position of 
arguing with you, but you have raised another point upon which I fee! 
compelled to comment, namely, on the question of whether industry 
has moved from New England to Tennessee. 

Mr. Corron. You don’t need to go beyond that because—I want 
to be fair with you—I do not think the textile industry has moved 
from New Hampshire to Tennessee because of cheap power. In our 





pr 
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tile mills, the cost of power—and I am a director in a textile mill 
there—is something like 5 percent and it is not the factor that 
oves them from New Hampshire to Tennessee. I do not even 
m that, but as a part of this general move started with Federal 
ars and Federal installations, these communities down there 

[ don’t blame them—build new buildings and advertise free 
plants as well as low-cost labor. The real impetus, however, is 
rnished by Federal dollars, some of which come from New Hampshire. 

These are all byproducts of an operation that I am suggesting to 

started out—if I am informed correctly—as a hydroelectric 
development in a time of depression, partly to furnish employment 
nd partly to develop some natural resources; to deal with agricul- 
ture and fertilizer. Then it blossomed and bloomed with steam 
lants. The result was all for the good of Tennessee. Far be it 
from me to begrudge it to them. However, when you add up the 
dollars that the Federal Treasury has paid to somebody in Tennessee 
and say they have not paid as much per capita as the average in the 
| es States, and ignore the byproduct and all the additional stimu- 
ion that comes, | think that your reasoning, while you may be 
able to substantiate your bare, naked figures, is very misleading and 
deluding because of a tremendous impetus that we—referring to the 
Federal Government—have stimulated and built up and go far beyond 
what it was originally set up to do. 

Now I will not take any more time. 

Mr. Kampmeier. There are certain things such as Federal grants- 
n-aid to the various States that are also designed to stimulate de- 
velopment. You will find that the amount of grants-in-aid have been 
smaller in Tennessee than in most States. For the entire period 
1934-52, per capita grants-in-aid were $367 in Tennessee as compared 
with $386 per capita for the Nation as a whole. 

Mr. Puiturs. But not including TVA. 

Mr. Kampmerer. No, but it is my impression that the total appro- 
priations for TVA has amounted to considerably less per capita in 

‘Tennessee Valley region than Federal appropriations for the rest 
of the Nation. 

Mr. Jonas. Do you mean by that that TVA feels that it should 
balance the accounts and do more developing in Tennessee in order 
to bring it up to the national average? 

Mr. Puiiurpes. | do not believe Mr. Kampmeier would say that 
lennessee has not shared as well as the other States. 

Mr. Jonas. That is what he did say. 

Mr. Ouiver. | am familiar with the comparisons Mr. Kampmeier 
has been making. He had in mind the stimulating effect that Mr. 
Cotton was talking about. Mr. Kampmeier was calling attention to 
some appropriations that have not been made because TVA has been 
doing a stimulative kind of job. 

In 1934, at the time TVA started, 3.9 percent of all Federal civil 
employees were located in the 201 counties served by TVA power. 
That proportion has now come down to about 2.5 percent. 

Federal employment in the Tennessee Valley area per 100 popula- 
tion is three-fourths of the national average. 

What happened is this stimulation of other developments which 
Mr. Cotton was talking about. 





is 


Mr. Jonas. They do not work for TVA; they work for the plants 
that locate in the area. 

Mr. Outver. They work for the plants created there as a result of 
a growth of industry and commerce in the area which we hop: 
occasioned in part by TVA. 

Mr. Kampmetrer. We hope they are working for such plants. 
that way there can be and there are fewer on the Federal payroll 
than ae re used to be. 

Mr. Jonas. I think TVA has brought about a tremendous stimula- 
tion of activity in Tennessee. 

The question that is raised in my mind about it is whether the rest 
of us ought to be paying for it? 


Mr. Kampmerer. That gets us back to the point I believe we started 
on—I am guilty, I believe, of getting us away from it. I would lik 
to show that the rest of us are not paying for it, as well as I can. 

Mr. Tuomas. Repeat that again. 

Mr. Kampmeter. I would like to do my best to show that the r 
of the Nation is not paving for it 

Mr. Puiiturps. Who is paying for it? 

Mr. Kampmerer. Would you like me to approach that in my com- 
ment on this statement Mr. Cotton gave me? 


ANALYSIS OF TVA REPAYMENTS TO THE FEDERAL GOVERNMENT 


Mr. Pariurps. Go right ahead. You go right ahead and convince 
us that nobody is paving for this development. 
Mr. Kampmerer. Certainly the Federal Treasury is advancing the 


funds with which this job is done, and I do not want to be misunder- 
stood as implying othe rwise But the money that is being invested 
is earning for the Federal Government a return which covers all the 
costs, including any allowance that it would be appropriate to make 
for cost of money, and including an amount over and above cost of 
money which will compare favorably with revenues received, in the 
form of income taxes, from utilities. 

Under these circumstances it does not seem to me to be fair to the 
consumers of TVA power who are providing that return to say that 
they are not paying the _ of the power that they use and to say 
that others are paying for it, because I think the facts demonstrate 
that the folks who are using PVA power are paying the full cost and 
a little more besides. 

Mr. Yates. May I ask a question there, Mr. Chairman? 

Mr. Purures. Yes. I would sort of like to get Mr. Kampmeier on 
an open track here a tty soon and let him really convince us that 
we are not paying for i 

What is your »Teretivec 

Mr. Yarrs. My question is this: Assuming that the TVA were 
in private hands and run as a private utility, one that had to pay 
taxes, would it have to increase its rates over what they are now 1n 
order to pay the taxes and pay a dividend to its shareholders? 

Mr. Kampmeter. It would, certainly, sir, if it wanted to earn the 
level of earnings that most utilities do. If it were satisfied with the 
level of earnings that TVA is earning, it would not have to. 

Mr. Yarrs. How do the earnings compare with earnings in the 
immediate vicinity? 





Mr. KAMpMEIER. The difference between TVA and the utility sys- 
tems, reflected in the different rates at which the power is sold, are 
differences not in taxes but rather differences in two things. One is 
a lower level of earnings. We do not claim to earn for the Govern- 
ment as high a rate of return on this Federal investment as utilities 
earn for themselves on their investment. Nowhere near it. We do 
not think we should. 

Secondly, you will find that our operating costs are a good deal 
ower than the average utilitv’s. 

Mr. Yarrs. That is an amazing statement, because I was alway 
inder the impression that operating costs of private companie 
are less than those of a Governn ent company. 

Mr. Kampmerur. We would like very much to have the membe1 
ol this committee exan ine those operating costs in fi I] detail. ab ther 
convenience, because we know that our costs are lower. 

Now, that results from various things. Ido not say that it reflects 
imply a more efficient operation, although I claim that our operation 
; more efficie it, but it reflects also such factors as our building larger 
plants which include larger units and which have lower unit costs 
per kilowatt and per kilowatt-hour. There are a number of othe 
factors. 

As another example, our overhead costs, our administrative and 


reneral costs, are a lower proportion of our operating costs—low as 


our operating costs are—than is the case in the typical private utility 
Mr. Kruger. Are the taxes figured in the cost of your operation 

as compared with the private utility? 
Mr. Kampmerer. The amounts we pay directly in lieu of taxes ar 


included, and what I would like to show is that our earnings are large 
enough so that they would cover taxes that we do not pay as such 

Mr. Puiuturps. Let Mr. Kampmeier testify without getting him 
down into another squirrelhole. 

Mr. Kampmerer. Thank you very much, Mr. Phillips. 

| would like to divide the tax question into its major components 
I would like to separate the Federal income taxes from the State and 
local taxes, and I would like to separate out, insofar as it is possible 
to do it, the taxes on the wholesale operations that TVA is engaged in 
from the retail operations, because, unless you do break this down 
into those component parts, comparability is just out of the question. 
It is difficult enough at best. 

Now, if we start with the income-tax question, this statement Mr. 
Cotton read into the record undertakes to make a comparison between 
taxes paid by utilities as a proportion of their own revenues, from 
their sale of power to their own customers, including such wholesale 
municipal and rural cooperative customers as they have, with a 
figure not for TV A’s revenues alone but to a figure that includes the 
retail revenues of TVA’s wholesale customers; namely, the retail 
power bills of all the million and more consumers supplied by the 
municipalities and cooperatives which TVA serves. 

I believe you will agree with me that in all fairness, if I am going to 
speak about how payments by TVA or earnings from TVA accruing 
to the Federal Government compare with TVA revenues, I ought to 
be relating them to TVA’s revenues and not revenues at retail of our 
wholesale customers. 

Mr. Yarrs. You mean of the municipalities and cooperatives? 
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KAMPMEIER. Yes. 

‘urthermore, municipalities and cooperatives in the TVA area ar 
ferent in that respect than municipalities and cooperatives in an\ 
None of them pay income taxes. Municipal and 
lectrical systems exist all over the United States. Among 
st electrical distribution systems in this country, part wer 
privately owned and part were publicly owned, and none of the 
publicly owned systems have ever paid any Federal income taxes. It 

is a Matter general public policy. 

| think the question of what, if any, income taxes ought to be paid 

y municipalities or cooperatives in the TVA area or those served by 
‘eorgia Power Co. or Duke Power Co. or any other private utility is 
a somewhat different question than the question of what TVA does. 

But, going to the TVA operations, let us look at the last year for 
which | happen to have figures of those years cited in the statement 
read by Mr. Cotton—that would be 1951. ‘That statement says that 
investor-owned electric companies would have paid $27,947,000 on 
the $127,033,199 of business done by TVA, municipals, and cooper- 
atives 

If we take a proportionate share and recognize that the revenues of 
TVA alone were $70,300,000 in that vear and assume the same ratio, 
my slide-rule calculation indicates that the estimated taxes that 
investor-owned electric companies might claim they would have paid 
on $70 million worth of revenue would have been about $15 million. 
Now that includes taxes of all kinds, State, local, and Federal]. At the 
Ynoment we are discussing Federal income taxes. Now, in 1951, the 

deral income taxes paid by utilities represented, as I remember, 

percent of their operating revenues. This would mean that, on 
3 million worth of business, typical utilities would have paid 
‘ederal taxes of approximately $8,250,000, as I read my slide rule. 

Bog compared with such estimated income tax payments of 

250,000, in TVA’s case, in fiscal year 1951, out of $70 million of 

‘venues, net income before interest was approximately $27 million. 

‘ined have the exact figure. 

If you assume that, of this investment in TVA, not a penny of it 
was put up by the taxpayer but that it was put up entirely out of 
borrowed money and therefore interest would have to be paid and 
charged on every penny of it, then at the average cost of money to the 
Federal Government in 1951—not taking credit for the fact that 
much of our plant was built when interest costs were lower—interest 
on that investment would have used a little less than half of our net 
‘arnings and there would still have been left over and above cost of 
money more than $15 million of net earnings over and above any such 
hypothetical calculation of cost of money. That $15 million com- 
pares—-in my mind it is a reasonably caneeie figure—with the 
$8,250.000 that an average utility would have paid in income taxes on 
$70 million worth of business. 

Now let me also point out that that $70 million in business included 
larce amounts of revenue from the Federal Government itself—sale 
of power to the Atomic Energy Commission—and I would hardly 
think that it would be a necessary assumption for TVA that the 
Federal Government would require AEC to pay us an amount in 
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u of income taxes. If we were to exclude the Federal business, 
then you would have had a good deal less than $8 million as a com; 
arable income-tax payment by utilities on sales comparable to 
'VA’s against $15 million or more that accrued to the Federal 

Government over and above cost of money. 

Now perhaps that is not entirely comparable. I can only say that 

is as comparable as I know how to make it, talking with you here 
oday. 

You might say “‘Well, the TVA rates are so low that TV A’s revenues 
are a good deal less than they won have been if a private utility hs ad 
been operating in the Tennessee Valle ‘vy. There ‘fore you should not 
igure it from $70 million but from a higher figure. 

If you were to ask that, I would say that the growth in load has been 
so much more rapid as to more than offset the difference in rates, so 
that revenues are at least as great. Even if they were not, you could 
change the figures a good deal and they would still be favorable to 
TVA. 

If you wish, let’s look at it a little differently. Take the total num- 
ber of power consumers in the area that TVA serves and see what the 
average consumer paid over and above costs to the Government that 
the Government could consider as being in leu of Federal income 
taxes. 

In doing that, TVA would be put under quite an unfair handicap in 
the comparison, because remember we are talking about wholesale 
revenues and not about the entire retail bills that all the consumers 
pay. I am talking about only the revenues that come to TVA from 
its direct sales to large users and its service to the municipalities and 
cooperatives. 

Out of that wholesale business, if you take the $15 million we com- 
puted that accrued to the Government over and above its cost of 
money and divide it by all the consumers in the area served by TVA 
and the muncipalities and cooperatives—and there were 1,100,000 o1 
1,200,000 of them in 1951—vou would come out with over $13 per 
consumer. The average for the 10 years ending with 1951 would be 
$12 or more per consumer. 

If you take the wholesale and retail revenues of private utilities in 
this country and compute the portion that goes into the Treasury as 
income taxes by dividing their income taxes by the number of con- 
sumers they served for the 10 years ending with 1951, vou also get 
about $12 per consumer. And that is on the wholesale and retail 
business and not just on the wholesale business. 

Mr. Yares. You stated a few moments ago that the private utilities 
in 1951 would have had to pay something like $15 million, of which $8 
million would have been Federal income taxes; the other portion of it 
would have been State and local taxes. 

In 1951, what did TVA pay to the Federal Government and for 
State and local taxes, or payments in lieu of that? 

Mr. Kampmerer. We earned for the Federal Government over and 
above assumed cost of money on the entire investment, $15.5 million 

Now that was in addition—that was after paying-——about $2.4 
million, directly by TVA, to State and local governments, in lieu .o 
taxes. 


) 
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In going into the State and local picture, we can more nearly com- 
pare the combined wholesale and retail operations in our area with 
others than we could in looking at the Federal tax picture, and to 
save the committee’s time we will do that. The distributors in our 
area are making payments in lieu of taxes to the State and loca! 
governments. A figure has already been cited here of $7.7 millio: 
paid last year by TVA and the municipal and cooperative systems in 
lieu of State and local taxes 

Now I think you will see ‘that that again would not be far out of 
line. If you compare it in terms of the portion of the power bill 
paid by the retail consumer—remembering that some of this business 
that we are in is Federal business, but taking the sales through th 
municipal and cooperative systems to these 1 million retail 
consumers 

Mr. Tuomas. Yes, but you do not lose any money on your Federal! 
business. 

Mr. Kampmerer. But we do not include in our rates for Federal 
business the allowances for these payments in lieu of taxes. 

Mr. THomas. Nor do you in your private business. 

Mr. Kampmeter. Yes we do. 

Mr. Puiuuips. Let me suggest this: This is getting further along in 
time than | wanted to take on it. You expand that if you want in 
your reply when you get the transcript. 

Mr. Kampmetrer. Thank you, sir. 

Mr. Tuomas. I have 1 or 2 basic questions, here, as sort of a sum- 
mary on the financial program, 


FINANCIAL SUMMARY OF TVA OPERATIONS 


In the first place, TVA covers all of Tennessee; is that correct? 

Mr. Kampmerer. Not quite. 

Mr. Tuomas. On the Virginia border, you do not quite reach it; is 
that right? 

Mr. KampmeErer. That is right. 

Mr. Tuomas. What part of the other States is served by TVA? 

Mr. Kampmermr. I don’t think I could give you a very good figure 

Mr. Tuomas. Would you say a third or a fourth of Kentucky or a 
fifth of North Carolina? 

Mr. Kampmerer. Roughly, judging from the map, there, let us say 
a fourth of Kentucky or a little less; a fourth of Mississippi, perhaps a 
fourth of Alabama, and then a good deal smaller fractions of Georgia 
and North Carolina. Very little of North Carolina and not very much 
more of Georgia. And a little corner of Virginia. 

Mr. Tuomas. Including your 1954 request of $254 million, how 
many dollars have been appropriated out of the, Tre vasury for the 
penser since it was started? When was it started, in 1936? 

KAMPMEIER. Are you talking about the partic ular projects 
om this $254 million applies to? 

Mr. Tuomas. IT mean the whole TVA. I mean the appropriated 
amount of money through 1954. 

Mr. Kampmeier. The total appropriations, including $254 million 
for 1954 

Mr. Tuomas. I think you give a figure of $1.2 billion in 1951. If 
that is correct, it is $2 billion including 1954. 
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Mr. Crark. That figure is $1,851,000,000 through 1954. 

Mr. Tuomas. What was the figure you gave through 

llion? 

Mr. Ctark. That was through 1952, sir. 

\ir. THoomas. Out of that $1.6 billion through 1953 

at fund has been returned to the Treasury? 

Mr. Crark. The total from power and nonpow 

7,124,000 

Mr. Tuomas. That is $67 million out of $1.6 billion? 

Mr. CLtark. That is correct. 

Mr. Toomas. What portion is that of the whole debt that has b 

ad? 

Mir. Puiuuips. It is 4 percent. 

Mir. Tuomas. It would be $1.6 billion through 1953, and I am 
ssuming we will make you an annual contribution for and after 195 

If the $67 million is included in 1953. 

Mr. IK AMPMEIER. It would be between 4 percent and 5 pere nt 

Mr. THomas. 4.75 percent. 

Now this year you are seeking to take from the Treasury $254 
jillion and how much are you returning to the Treasury? 

Mr. Kamrmeter. We are scheduling repayments at $20 million 

Mr. Thomas $25.3 million, your chart shows. 

KAMPMEIER. I| was thinking of power, only; $25.3 million total 
sright. That would be about 10 percent. 

Mr. Tuomas. It is a slow process of getting it paid back. You 
take out $254 million one year and put in $25 million. How long 
will it take to pay off the whole debt at that rate? 

Mr. Kampmeter. It will take a long time. 

We are paying back on the basis of repaying any particular invest- 
ment in not more than 40 years as required by law. 

Inasmuch as the rate of growth of the system is much more rapid 
than that rate of repayment, we are of course paying back a good 
deal less than is being appropriated. 

Mr. THomas. Through 1953, you have taken out of the Treasury 
$1.6 billion and you have paid back, in round figures, say $75 million 

Now how much more Federal funds are you going to require in years 
to come to complete the project? How many years will it take? 

Mr. Kampmeter. We would expect that we will require about $200 
million a year. 

Mr. Tuomas. For how many years beyond 1954? 

Mr. Kampmeter. As I said earlier, we haven’t undertaken to look 
more than 5 years ahead, but certainly that long and I would guess 
a good deal longe r. 

Mr. Tuomas. Five years beyond 1954. At the rate of $200 million 
out of ow. Treasury and the return to the Treasury is about $25 
million or $30 million? 

Mr. Piisiede 1ER. No, the return would go up rather rapidly be- 
‘ause in paying it back within 40- year periods, as that investment 
mounts and as the period in which the given investment has been in 
service, our repayment will mount rapidly. 

Mr. Oniver. You might be interested in the table at page 88 
which gives the schedule on which the investment is being returned. 
Mr. Tuomas. Through 1953—well, get back to that figure of $ 
billion that you have taken out of the Treasury. In order to show 
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the picture completely you have been spending some of the revenues 
of the eoxpen ition and for the fiscal vear 19 54 you will spend abo 
$111 million in addition to the $254 million appropriated funds: 
that correct? 

ir. Curtis. It is $153 million. 

Mr. Kampmerer. The total is $153 million. That is broken down 
between amounts used for new construction and amounts used fo: 
operation, and so forth. Iam not sure whether you intend to speak 
of new investment. 

If you are speaking about new investment, it will be but a relative 
small part of $153 million. 

Mr. Tuomas. Will it be $111 million, the capital acquisitions? 

Mr. Kampmeter. It will be $36.6 million. 

Mr. Tuomas. What is your book value, say through 1953, of 
vour assets, including what you have spent in the way of corporat: 
funds and the $1.6 billion you have spent out of the Treasury? 

Mr. Ciark. At the end of fiscal year 1953, our total investment in 
land, structures, and equipment is estimated at $1,591,000,000, less 
depreciation reserves of $173 million, making a net of $1,417,000,000 

Mr. Tuomas. If you were to liquidate at the end of 1953, you would 
show a loss of $200 million. 

Mr. Oxtver. That particular difference represents the net expensi 
of our navigation operations, our flood-control operations, ou 
activities in forestry, agriculture, minerals, and so forth. 

Mr. Tomas. I am fixing to go into that presently. This is more o1 
less your power activities. 

Mr. Kampmerer. That is assuming we would not do as well as M: 
Willkie did in getting more than book value. 

Mr. THomas. You made the statement awhile ago that the rest o! 
the country is not paying this bill. Who is paying this bill? Where 
do you get this money? 

Mr. Kampmeter. The rest of the country—or, rather, the country 
as a whole, including the TVA part of the country, is certainly paying 
the expense of those programs of flood control, navigation, and 
forth. 

Mr. THomas. Who is paying for the power, too? 

Mr. Kampmerer. As your figures just showed, the value of thes 
properties, the book value, when you have taken into account and 
set aside the expense of flood control and so on, the book value com- 
pares favorably with the money that has been invested, so there has 
been no net expense of the power operation. 

Mr. Tuomas. As the matter stands, the taxpayers of all the United 
States are paying this bill. No one can deny that, can they? If you 
were to fold up at the end of 1953 your own figures show you would 
have a net loss of $200 million, unless you want to go back to you! 
forestry program and your soil conservation program. Of course, thi 
State of New Hampshire is not going to benefit very much from a 
forestry program in the State of Tennessee, is it? 

Mr. Kampmerer. | do not suppose that the State of Tennessee 
benefits very much from the forestry program in the State of New 
Hampshire, as far as that goes. Such expenditures would tend to be 
a standoff, I believe. 

Mr. Tromas. That is axiomatic but are you spending any TVA 
money in the State of New Hampshire, or is it going in here? 
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Mr. Oxrrver. Through 1953, the net income from power operations 
will have been $224,430,574. The net expenses of all other programs 
which are financed by the ts xpavers of the cour try; flood control 
navigation, all the other activities, will have been $147,113,634, or a 

t income from power exceeding the net expense of all of the other 
ctivities of this development by $77,316,940 

Mr. THomas. Now my question is, Is it time for the taxpayers in 
Texas and the rest of the States in the Union to stop spending the 
Federal money for developing the forestry and the streams and the 
land and the fertilizer for a little area, here? Let them develop the 
power, but haven’t you put enough burdens on their backs without 
putting this additional expenditure on here for navigation and fertilizer 
and resource development and so forth? 

Mr. Otrver. I would like to speak to that question for a moment 
\ir. Thomas. 

Mr. THomas. You are going to have to do some fast talking to 
convince me. Go ahead. 

Mr. Ourver. We have heard a lot about shifting the burden from 
the Federal taxpayer to some other taxpayer 

Mr. THomas. How much are we going to spend for those purposes 
out of appropriated funds? I cannot tell here exactly whether it is 
$23 million or $33 million for sources other than power. What are 
you going to spend this year from appropriated funds? 

Mr. Ourver. $7,932,000. 

Mr. Tuomas. No; it is more than that. Turn to your page 4. 

Mr. Ciarkx. The programs listed on page 4 are all financed from 
revenues from those programs. The $111 million figure that you 
see at the bottom of page 4 

Mr. Tuomas. I have a figure here of approximately $8 million 
$7,932,000. That is appropriated funds. How much are you going 
to spend out of the corporate fund for the same purposes? Is it 
$16 million or $32 million or $28 million? 

Mr. Orrver. $12,052,000 for those programs. 

Mr. THomas. Is it 12? 

Mr. Outtver. No, pardonme. That is the item for General Services 
activities. 

Mr. Tuomas. Is the figure $16,321,000 the right figure, or do you 
want to include your $11 million for General Services as a part of it? 

Mr. Ortver. We would not include the $11 million. That is all 
reimbursed to TVA by other agencies. 

Mr. Crark. The $16,321,000 plus the $20,000—both of these 
amounts are more than fully recovered from revenues from these 
activities. The corresponding revenue items are $21,215,000 and 
$59,000 shown under the heading ‘‘Current income”’ on page 5. 

Mr. THomas. Use round figures then and say $20.5 million against 
appropriated funds of $8 million. Now there is $24.5 million. Now 
why can’t those programs be dispensed with? 

Mr. Puruuips. Let me break that down. How much of that is 
for each of those items? Will you show that in the record? 

Mr. Tuomas. If you are going to keep it up, why can’t the State 
involved pay for it? 
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Mr. Ourver. That was the point I would like to talk about. 

Mr. Tuomas. They are getting the benefit of it. 

Mr. Ourver. There has been a great deal of discussion in recent 
years and for many years with regard to the desirability of shifting 
these kinds of resource development activities from the Federal Goy- 
ernment to States and local areas of Government. 

Mr. THomas. Just tell us right quick why it shouldn’t be done? 

Mr. Oniver. We’re doing it. 

Mr. Tuomas. Not to the tune of $24,500,000 for the fiscal year 
1954. Why can’t we do it this year? 

Mr. Oxurver. Sir, the only item which TVA is not now recovering 
through revenues is the $7,932,000. The $16 million is paid out of 
the $21,215,000 revenue item on page 5. We are not asking for an 
appropri: ition there. 

Mr. Tuomas. You can produce the appropriated funds by $16.5 
million. 

Mr. Ottrver. The $16 million won’t be produced unless we go on 
Those are funds arising out of the sale of products of the chemical 
plant 

Mr. Putuures. All those $16 million? 

Mr. Ourver. That’s right. The only appropriated moneys in- 
volved is the $7,932,000 

Mr. Puriuipes. Plus construction costs. You have how much 
for the fertilizer? 

Mr. O.tiver. $1.6 million for capital items. 

Mr. Tuomas. Mr. Chairman, if they are using their appropriated 
funds to the extent of $16.5 million for these activities, if you were to 
eliminate them then you could reduce the appropriated funds | 
that amount 

Mr. Pritures. I am not quite sure. The point is that the $16.6 
million comes out of the sale of stuff or the income from the stuff 
they develop. The $7 million there is no argument about. Now 
is there about the $1.6 million for the fertilizer plant? 

Mr. Outver. Yes. 

Mr. Puriurs. How many other construction items have you in this 
particular area that Mr. Thomas is questioning? 

Mr. Outver. The $7,932,000 we are talking about is for all appro- 
priation-financed operating expenses; the $1,600,000 is the total 
chemical plant. 

Mr. Puriiurps. What is the construction work on the others? 

Mr. Outver. Navigation facilities will require $568,000. 

Mr. Putiuures. All right. 

Mr. Ourver. Those would have to be added to the figure, speaking 
of capital additions. 

Mr. Putuures. $8,500,000 right now. 

Mr. Ourver. That is right. On the other hand, you can deduct 
the $5 million in miscellaneous receipts returned to the Treasury. 

Mr. Puiturrs. I think Mr. Thomas is more nearly accurate. | 
think you probably have people in here whose work in the TVA has 
something to do with these activities questioning about, which are not 
directly chargeable against the activities. 

Mr. Outver. No. The time of all of our people is charged against 
the activities upon which they are working. If you will look at the 
table on page 3, Mr. Phillips——— 
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Mr. Tuomas. Mr. Chairman, as the record stands, you have General 
Services there to the tune of $11,942,000 and you don’t know ‘“‘a”’ from 

‘aboutit. They are secret projects for the Army, and we ought to 
know exactly what they are doing for the Army and the other govern- 
mental agencies. 

Mr. Otiver. Mr. Phillips, if you will notice on page 3, under 
“Distribution of administrative and general expenses,’’ that indirect 
expenses are included for navigation, flood-control operations, and all 
other programs. For example, there is the figure of $107,000 for 
administrative expenses in the fertilizer and munitions development 
rogram. 

Mr. Patties. That is correct. 

Mr. Ourver. That figure includes the salaries of the indirect em- 
piovees. That is the cost of the employees about which you ar 
speaking. 

Mr. Puruuies. Then we add that figure. 

Mr. Ouiver. No; that figure has already been included in the 
total. 

Mr. PHILLIPS. Mr. és homas has opene “ up avery 1 nteresting line of 
discussion on that 


POWER RATES AND SALES OF TVA 


Mr. Putuures. First of all, | have here, and will ask the reporter 
to put in the record, a list of the power sales as between residential 
commercial, small industrial, total sold to municipalities and coopera- 
tives, large industrial users, and other Federal agencies. | am goin 
to show this to you and ask you if it is accurate as you see it in your 

vency. 

ae n I am going to ask the reporter to put it in the record, but I call 

‘attention to this very inte resting thing in it, just in passing, that 
ia n you speak of other Federal agencies, as vou did in your discussion 
a few moments ago, that is almost entirely the AEC, according to 
your own records. 

Mr. Kampmermer. Yes; very largely so 

Mr. Puiuures. In other words, 4.846 million kilowatts would be set 

for the AEC, and only 73 million kilowatts for all other Federal 
agencies. 

Mr. Kampmeier. That sounds about right. 

Mr. Puruures. I want to put that in the record. 

The document referred to follows:) 





88 


/ 


ric power sales by TVA, in billions of kilowatts 


Fiscal years 


:. KAMPMEIER.— We do not know the source of this table. It containssomeerrors. The head 
to kilowatt-hours instead of kilowatts. The figures shown for commercial (less than 50 kw 
perc » higt he figures for sales to large industrial users are some 15 to 30 percent 
mical Engineering, of some 609 million kilowatt-hours a year, ar 
wi ruse by Federal agencies. The portion of sales to municipalities 
cooperatives that are used ike up their electrical losses in distribution are not accounted for 


Mr. Puiuurps. I hand the reporter a list of electricity rates charged 
to the different classes of users. You begin with municipalities and 
cooperatives at 4 mills, 4.24 in 1948, advancing only to 4.26 in 1952, 
although to commercial users you advanced from 3.1 to 5.28. 

I think you have preferential customers from municipalities and 
cooperatives, very obviously. 

Mr. Kampmerer. May I comment on that change in the industrial 
rates? 

The figure for the first year you cite is abnormally low and the 
figure for the last year is abnormally high. 

I mentioned earlier the fact that certain of our industrial customers 
asked us on short notice whether we could supply them, over and above 
the power available to them under long-term contracts, additional 
supplemental amounts of power in 1952. We said we would be glad 
to do what we could to find it for them. We did find it for them, but 
it was high-cost power and that brought the average up. 

Mr. Puiuurps. There is another table I would like to insert in the 
record. 

(The document referred to follows:) 


Electric rates charged by TVA to various classes of users, mills per kilowatt hour 


Fiscal year 
1948 1949 1950 


Municipalities and cooperatives 24 27 30 
Commercial and industrial users 3.16 5 
Federal agencies 
AEC 3. 29 d 3. 47 
Others 4.42 29 
Electric utilities and retail 7.41 54 
nterdivisional (chiefly to cl 3 2. 84 2. 82 


A verage 


Mr. Kampmerer. Would you like us to include in the record some 
explanatory notes on these variations? 
Mr. Puiuurps. Yes. 
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Ordinarily, in the distribution of power, the rate on residential users 
higher than that to commercial users, and the commercial users 
ve a rate based in almost all instances upon the amount of current 
ey take, and yours does not reflect that. 

\ir. KAmpMErER. Perhaps you are not aware that the figures here 
on municipalities and cooperatives, compared with commercial and 
industrial users, do not represent a comparison between residential 

tes and commercial rates, because the average rate charged to the 

idential consumer at retail by the municipality and cooperatives is 
well over 10 mills per kilowatt-hour. 

Mr. Putuuies. You will explain that in the record? 

Mr. KAMPMEIER. Yes. 

The information requested follows: 

he rates stated for sales to municipalities and cooperatives represent the 

rage wholesale price to those distribution systems. ‘lhe power so purchased 

wholesale is resold to the ultimate consumers at various prices, depending 
narily on the size of individual loads. ‘Lhe average residential rate during the 
al year 1952 was approximately 13.5 mills (1.35 cents) per kilowatt-hour 

Che average rates to industrial, Federal, and utility customers sometimes vary 

lely from year to year because of the effects of special short-term sales. The 

iller the proportion of firm sales under long-term contracts, the greater the 
riations in average price; thus, the largest changes are found in the sales to 
itilities, most of which sales are on a week-to-week or month-to-month basis 


ACCOUNTING SYSTEM OF TVA 


Mr. Puiuurps. This relates to Mr. Thomas’ questioning as to 
whether you are returning the advances of the Government as 
rapidly as they should be returned. 

In view of the fact that I have been very critical of the accounting 
methods of various agencies, and sometimes yours, and particularly 
of your method of keeping travel allowances, so that we can’t tell 
what you are doing, I want to point out to you that you have a high 
score when it comes to your whole accounting system. In the opinion 
of the GAO, and our investigators, your accounting system is pretty 
well at the top of the list. 

I think we ought to give credit to your comptroller. I can’t think 
of his name. He is not there now. 

Mr. Kampmerer. You may be referring to Mr. Kohler. 

Mr. Outver. The accounting system today is basically the system 

Ir. Kohler set up. 

Mr. Puriurps. Where is he now? 

Mr. Outver. I believe that he is in private practice in Chicago. 


ALLOCATION OF COSTS FOR POWER, NAVIGATION, AND FLOOD CONTROL 


Mr. Puttures. What have you done with the GAO recommenda- 
tions with regard to the apportionments? 

You apportion your costs of construction among power, flood 
control, and navigation, and you do that on a basis of 40 percent for 
power, 30 percent to each of the other 2. 

Now since 1947, the GAO has been questioning that division, and 
up until now you have not gotten around to doing anything about it. 

Mr. Onrver. I believe that is incorrect, Mr. Chairman. Are you 
speaking about the operating expenses in reservoir operations? 
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\ir. Putuures. The GAO has recommended for some time an outsic; 
authority be secured for an analysis and review of this basis of allo- 
cation, and I recall that the same thing occurred in the Hoove: 
Commission report. 

Mr. Oxrtver. GAO suggested some years ago, that an outsi 
study be made of our allocation of investment between navigation, 
flood control, and power. That study was made by the FPC. 

Mr. Puiuurps. It was done by the Power Commission. 

Mr. Ouiver. Yes, sir. 

Mr. Priniurs. And they whitewashed you, but the chairman issued 
a minority statement that he did not agree with the whitewash 

Mr. Oriver. The study was made persuant to the recommendations 
of the GAO. 

The chairman of the Senate Public Works Committee, I believ: 
asked the Federal Power Commission to make the study. 

Mr. Puiuurps. The point is that the difference of only 5 or 10 
percent in your basis of allocation would make a difference of millions 
of dollars in the costs you present to us across this table as the cost 
of producing power. 

We are not going to decide this this afternoon, but we are going to 
ask you to decide it before you come up here again. 

Mr. Ourver. | do not believe, Mr. Phillips, there is any outstanding 
recommendation of the GAO along this line. I believe you are 
referring to recommendations made some years ago (1) respecting th 
allocation of capital investment and, (2) the allocation of operating 
expenses, both of which studies have been completed. 

Mr. Puiuurps. We will see that the GAO gets in touch with you 

You do not charge interest on the fund while using them in con- 
struction. 

I cannot get money to start construction and not pay interest on it 
until the job is finished. Why do you think you should do it? 

Mr. Kampmerer. We do not charge interest either during con- 
struction or after, because the funds are not set up on that basis. 

(The following information was later supplied for the record:) 

Notrre.—The question of capitalizing interest during construction has to do wit! 
the particular account to which interest is charged on the books, not with thi 
amount of interest paid. Any differences of opinion that may have existed 
between TVA and the General Accounting Office on this matter were resolved in 
a memorandum of understanding agreed to in June 1949, pursuant to a suggestio! 
of the Government Operations Subcommittee of the House Committee on Ex 
penditures in the Executive Departments. This memorandum of understanding 
printed as an appendix to the report of the TVA audit for the fiscal year 1949 
(H. Doe. No. 442, 81st Cong., 2d sess.). 

Mr. Puriurps. But you estimate to us, in lieu of the interest that 
you pay. 

Mr. Kampmeter. I was giving an estimate a little while ago but it is 
merely a hypothetical calculation. We have not issued bonds except 
for the limited amount which we were authorized by Congress to issue 
The interest we pay on these bonds, is recorded in TVA’s accounts 
The rest of the money is appropriated money. It is not appropriated 
to us on the basis of bearing a certain interest rate and, therefore, in 
order to carry out the excellent policies that Mr. Kobler set up of 
keeping the books on a strictly factual basis, we do not feel we should 
report a hypothetical interest calculation which is not paid as such 
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CONSTRUCTION OF FERTILIZER PLANTS 


Mr. Puiturps. I want to come to the fertilizer pla 

irbed me last year, and still disturbs me. 

You asked for how much last year? 

\ir. Otiver. Last year, Mr. Chairman, the total for fertilizer plants 
vas $1,687,000. That is the total estimated for 1953 

Mr. Putuures. For this new chemical plant? 

Mr. Ortver. For all chemical facilities 

Mr. Puitures. I am talking about this new plant you started to put 

p last year. You only got $220,000. 

Mr. Ouiver. Yes. 

Mr. Puriurps. Out of the total cost of these plants vou are asking 
for $770,000 more? 

Mr. Oriver. That is correct. 

Mr. Puriurps. I live in a distriet where we cannot get along without 
fertilizer. When you put $1 million into this plant, which you will 

iave at the end of 1954, vou will not be half through with the cost 
of that plant, on vour own general estimate, will vou? 

Mr. Ourver. Yes, that million dollars would complete those facilities 

Mr. Puivures. Are you figuring on having another plant along th: 
same lines? 

Mr. Outver. No, sir. 

Mr. Puriuies. That is the end, $1 million? 

Mr. Outver. Yes sir, I believe you are referring to the nitric 
phosphates facilities? 

Mr. Puiturps. Yes. 

Mr. Curtis. It has not been made. 

Mr. Putuurps. I say on authority that that tvpe of fertilizer is used 
extensively in Europe, but it is used there only because of the unavail- 
ability of sulfur there in that ares 

As I recall the testimony in previous ‘ars, you went into this 
because you believed there might be a ets age of sulfur, here 

Mr. Curtis. That is right. Two reasons, Mr. Chairman. One is 
because of the sulfur. 

Mr. Putiurps. That is what vou testified. 

Mr. Curtis. That is right. The other is because there has been a 
large increase in the number of ammonia plants and this process is a 
natural for people owning ammonia plants. 

I would like to add that of all the things that are on the horizon 
with respect to cheapening fertilizer, this particular process offers more 
promise than any other that we know of. We have recently checked 
our cost estimates with a group of industrial producers and they have 
come out with the same answers we had—that there is a possibility 
of about 20 percent saving in the cost of manufacture for this par- 
ticular type of fertilizer. The AEC is also interested in the processes 
because of their possible effect on the recovery of uranium. 

Mr. Puiuurps. | recall that vou justified this project on the ground 
that there was a shortage of sulfur during the early days of the Korean 
war, but there is no particular evidence that | can find that this 
fertilizer is going to be economical or as feasible as you think. Cer 
tainly as long as sulfur is obtainable at present prices, I for one see-no 
reason why vou should go so extensively into the production of that 

type of fertilizer, particularly as it is very difficult to consider a million 
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dollar plant a research plant or a pilot plant. You are going into thy 
production of nitric phosphate fertilizer. 

When you do that, I ask you this: What has become of the fi 
companies who came to Congress and asked for accelerated tax writ 
offs for nitric phosphate and various fertilizer facilities? Three of 
those projects have been abandoned. 

Mr. Curtis. I am not sure about their being abandoned. Ty 
plants are being built. We are assisting one of them by supplyin;: 
raw materials for a 3-year period. Another company is building 
plant in Ohio 

Mr. Prituips. How about the one at Sheffield, Ala.? That is th 
one using your supphes? 

Mr ris. Yes. 

Mr. Paiturps. That is larger than your plant. 

Mr. Curr is roughly the same. 

Mr. Puinirpes. And it is bemg built by a group of cooperatives? 

Mr UY 5. Yes, sir. 

Mr. Puiuurps. That one and the one built in Ohio by Allied Chem 
ical & Dye can provide all of that type of fertilizer for certainly th: 
next fiscal vear, can they not? 

Mr. Youne. According to the Department of Agriculture, it will 
not be sufficient. The Department has made some studies on the 

ts for phosphate fertilizers up to 1955 and expects th 
nand to increase by about a million tons of POs. 

| think you should recognize that the ae we are building will 

monstrate at least 4 processes and not aie 

Mr. Paiturps. And you still call a million- ‘ollar plant a pilot plant 
for making fertilizer? 

Mr. Curris. It isa very small unit in the present fertilizer industry 

Mr. Youne. This process promises the greatest future in the devel- 
opment of new and cheaper fertilizers. 

As Dr. Curtis states, the fact that there is a large number of ammonia 
plants makes this process highly attractive. The fact that you get 
the benefit of the reaction of nitric acid with phosphate rock gives you 
a cheaper product 

Mr. Puituiprs. By the greatest stretch of the imagination, can you 
call 30 or 40 or 50 or 60 thousand tons of fertilizer a year a pilot plant? 

Mr. Youna. It is not a pilot plant, but a manufacturing-scale 
demonstration plant. It will demonstrate processes which we hope 
industry will adopt. 

Mr. Patturps. And two other plants are in the field right now willing 
to demonstrate the same thing. 

Mr. Youna. There is one plant in the field at Sheffield, Ala., from 
which we will get some information. The other plant being built by 
Allied—I question very much whether anybody but Allied will get any 
information out of it. One of the purposes of our building this plant 
is to provide information. 

Mr. Puiturps. You have already said that you are supplying it to 
Alabama? 

Mr. Outver. We are supplying raw materials and not an end 
product 

Mr. Puruurps. You are supplying the know-how and the method. 
They are going to supply the end product. 

Mr. Ourver. We are supplying the know-how on one aspect. 
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Mr. Youne. They are going to develop one process. 
Mr. Oxrver. It will be supplied for a limited period until they can 
t into production. 


MORAL OBLIGATION ON GOVERNMENT TO INCREASE POWER 
FACILITIES 


Mr. Corron. The thing I am most interested in is the matter we 

ussed briefly early in the hearing. 

you are going, I believe, to put into the record some records of 
he preceding Congress and some reports and data to indicate that 

was the intention of the Congress that TVA, going into this area 

Tennessee and taking over a utility, should be a utility and should 

e full responsibility in the future to furnish power for the needs 

all that section, including municipalities, cooperatives, private 

ustries, and Federal plants. That is correct, is it not? 

Mr. Kampmeter. I believe so. 

Mr. COTTON. If the Conegre SS should disregard either the legal O! 
he moral obligation or both and should suddently say, ‘“‘We have 
one as far as we are going ; there will be no more new plants or 

nits,’ what would happen? 

Mr. Kampmerer. As I see it, several things would happen, Mr 
Cotton. One is that because of a period of insufficient power supply 
the gradually developing economy of that area would suffer a very 
serious blow from which it would take a long time to recover. The 
second thing that would happen would be that the Government would 
ereatly reduce the business value of its investment in its power pro- 

orem. 

Another thing that would happen is that the cost of power in that 
area—the cost of production, and therefore the price—would increase 
for a variety of reasons. 

Those are among the things, I believe, that would happen. 

Mr. Corron. My next question is, If that step should be taken and 
bars should be raised against further steam plants and further units, 
roughly, what would TVA do about the distribution and allocation of 
your power in view of the increasing demand that you have pointed 
out? To whom would you give it? 

Mr. Curtis. That is a policy question. I would say that our first 
care would be the ordinary towns and villages, people who need lights 
in their homes, and so on, 

We would naturally have great concern for the Government plants 
that will be down there—or are down there—the war plants. 

Last would have to come industry. 

Mr. Corron. With all the power being generated and all this 
activity having taken place, there is no incentive and no field for 
private power companies to go in there and serve anybody, so that is 
more or less out of the question at this time. That is the main point 
which constitutes what you regard as a moral obligation to continue 
this program and continue its expansion. 

That is correct, is 1t not? 

Mr. KampmMeErrnr. I believe so. 

Mr. Corton. Is there any reason why large private industries in 
that area should not, if necessary, construct their own steam plants? 

They do it elsewhere, do they not? 


’ 
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KampMrreR. They do not do it elsewhere as a rule. They do 

the industry needs process steam or has other peculiar reasons 

why it isa matter of greater economy to build their own power plants, 
That happens in our area, too. There is a plant under construction 
now near Chattanooga to make paper. They will have a lot of by- 


product fuel from conversion of wood into pulp, and they are building 


aw power plant of their owl in which they will burn that fuel. You 
will find that such cases work out about the same way in our area as 


anywhere else. 

Except in those cases you will find few instances of an indust 
building its own powerplant, for they cannot do it as economically 
They do not have the benefit of an integrated system to provide thy 
backup of plants tied together, the benefit of thereby minimizing 
their reserves, the benefit of the largest possible units, and so on. 

Mr Corron. Granting that it might be more costly, there have 
en instances in the country, when power became inadequate 61 
could not be obtained in sufficient quantities, when large private 
industries have supplemented it by their own steamplants? 

Mr. Kampmeter. That is right. If power was not obtainable 
otherwise at a reasonable cost, they have done it themselves, because, 
the conditions being abnormal, they could pay an abnormally high 
cost and still do it cheaper than under the unacceptable alternative 
conditions. 

Mr. Corron. It is not impossible for the larger cities, like Memphis 
and Nashville and cities of that type, to suppleme nt their supply of 
power by municipal plants such as is done in many parts of the 
country? 

Mr. Kampmerer. That is right. It is not impossible, but. again it 
has seriously wasteful elements in it. 

Mr. Corron. It might entail some hardship and a little more 
expense to them? 

Mr. Kampmerer. It imposes a burden on all private enterprise and 
all the homeowners in the area. ‘That is an unnecessary burden and 
one which is avoided in nearly all areas of the country, through the 
benefits of an integrated-system operation. 

Mr. Corron. Particularly in view of the fact that there has been 
a goodly amount of talk in the last couple of years about diffusing 
key defense plants and industries as a part of national defense, and 
as a matter of safety, in the event bombs start dropping in certain 
arerns. The Government does not have to continue to place new 

nstall: ations or encourage plants for this area, does it? 

Mr. Curtis. No; it does not. 

Mr. Kampmerer. I do not think vou will find a disproportionately 
large number being placed in the TVA area. To the best of our 
cnowledge, the defense agencies still feel that this particular area 
has a distinet advantage over most from a strategic-protection point 
of view, taking into account the number of present installations 
there and elsewhere. 

Mr. Corron. What happens is that you have a TVA operating 
effectively and efficiently and producing power. So, they say that 
that is the place to put in an AEC plant or some other plant. That is 
where they have the power. 

Then TVA says, “We have to have more steamplant units because 
we have this important defense installation in here,” and then you 


} 
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have more steamplants and then you have more power. Then 
inother agency says, ‘“They have had good power down there,” and 
they put In more units and then you put in more units. That has 
ome to be an ever-continuing process. 

That is an oversimplification, but that is the way it works, does 

not? 

Mr. Kampmeirer. We do hope they feel they are getting good 
power there. However, the Portsmouth, Ohio, plant of AEC is a 
vood indication that when dispersal becomes a factor that is important 

will be allowed to control location. They have seen fit to locate 
his large plant well outside of the Tennessee Valley largely for reasons 

f dispersal in relation to the AEC plants in and near the valley. 

Mr. Corron. When Paducah first went in, am I correct in my 
recollection that TVA contracted to furnish about half of the power 
ind private industry the other half? 

That is the first installation? 

Mr. Kampmeier. That is correct. That was the final result of the 
irrangements for the first installation 

Mr. Corron. And the second installation there was an enlargement 
of TVA share, TVA taking three-fourths and private industry one- 
fourth. 

Mir. Kampmerer. That ts correct. 

Mr. Corron. TVA went in and bid for that contract? 

Mr. Kampmeier. We responded to a request. 

Mr. Corron. Private industry could have furnished a larger pro 
portion, could they not? 

\Ir. KAMPMEIER They offered to, I believe 

Mr. Corron. In the first case, was there a great margin between 
your bid and the private industry bid? 

Mr. Kampmeter. No; our offer was made first and I believe its 
terms were a matter of knowledge to the private industry, and they 
did their best to match it and came very close. 

Mr. Corron. And the second one, when you took three-fourths and 
they took one-fourth, was there a wide margin between the bids? 

Mir. Kampmeter. There was a wider margin, as | understand it, 
than in the previous case, although this is not something upon which 
| have complete firsthand knowledge. My understanding is that, 
vhile our bid the second time was approximately the same as our bid 
the first time, their bid the second time was up considerably from their 
bid the first time. 

Mr. Corron. I gather from your replies that you are inclined to 
feel that one value of TVA’s being in this particular picture and bid- 
ding on these Government installations is to act as something of a 
whip to hold down the bids of private industry to the Government for 
is atomic-energy program and other programs, is that right? 

Mr. Kampmergr. It is something of a yardstick if you care to use 
hat term, which has been much used and abused. 

Mr. Corron. The fact remains that, as long as you continue to 
furnish power and to be there—-we will say as a yardstick to guarantee 
reasonably priced power—it is going to attract or at least be a factor 
n Government plants; it is going to mean that there will be the con 
tant increase as you bave already told us; that this committee can 
look forward to four new steamplants or units this year; and, you say, 
that may go on adding more for years to come 
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If the Congress should say that this was a hydroelectric development 
that had produce ed great good, but that we have reached the end of th 
road on new steam plants and units, municipalities or large private 
industries, with some inconvenience and perhaps at some cost, may 
well be able to build steam plants just the same as you build steam 
plants. Anybody can build steam plants who has the money, can 
they not? 

Mr. Kampmurer. Yes. 

Mr. Corron. And the Government might see fit to put some of its 
aluminum plants and other plants in other sections of the country 
That might happen, might it not? 

Mr. Kampmeigr. That is right. 

Mr. Corron. Thank vou. 

Mr. Jonas. | would like to preface my questioning by this state- 
ment for the record, if | may, that | own no stock in any publi 
utility and I represent none. 

[am a much-burdened taxpayer and I represent a lot of others who 
are trying to cut out a lot of waste and extravagance in Government 
spending, and that is my sole interest in the line of questioning that 
I shall follow. 

Did you satisfy yourself, Mr. Chairman, about this apportionment? 

Mr. Puiuurrs. No, | am not satisfied with it. 


ALLOCATION OF COSTS FOR POWER, NAVIGATION, AND FLOOD CONTROI 


Mr. Jonas. May I ask this, then: Are you still using that formula 
or that arbitrary apportionment of 40 percent to power, 30 to flood 
control, and 30 for navigation? 

Mr. Kampmerer. Is your question whether we are applying th 
same percentages to the projects recently completed? Approxi- 
mately the same allocation which was made to projects in the past 
is continuing in effect. 

Mr. Jonas. When you talk in terms of return and profit and things 
of that sort, do you charge up to power, 40 percent of expenditures? 
Mr. Kampmeter. We charge to power approximately 40 percent 
a little more than 40 in the latest allocations—of the investment in 
facilities which cannot be separated out as being either power, naviga- 
tion, or flood control, such as, for example, the cost of a spillway 
gate which passes flood waters, which also holds a navigation poo! 
at a given level and which also holds the pool at a given level fo1 

power production. 

That cost is allocated in that way. 

We charge 100 percent to power all items which represent invest- 
ment for power only, such as power houses, steam plants, transmission 
lines, and the like. 

Mr. Jonas. If you build a plant on a river, you charge part of it to 
navigation, flood control, and power. 

Mr. Kampmerer. That is right, in the case of a multipurpose dam 

Mr. Jonas. And that is the apportionment, 40, 30, and 30? 

Mr. Kampmerer. It is approximately that-—somewhat more than 
40 percent to power, somewhat less than 30 percent to navigation— 
of the common costs, as contrasted to the direct costs. 

Mr. Jonas. If you were wrong by 5 or 10 percent, it could amount 
to millions of dollars, could it not? 
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Mr. Kampmeter. It would result in a surprisingly small amount, 
relatively, I believe, sir. The amount of investment which is so allo- 
cated amounts to about $400 million. <A difference in 5 percent on 
that would be only $20 million difference in the total power invest- 
ment. 

Mr. Jonas. You mean you have $400 million that you say you 
have spent on power? 

Vir. KampMErER. No; we have $400 million of investment in facili- 
ties used jointly for all three purposes and allocated among them. 
That is in addition to bundreds of millions of dollars charged directly 
to power. 

lor example, at the time the last allocation was made there was 
more than $170 million of investment directly in power facilities at 
the multiple-use dams alone. 


Notre: The total investment in such dams was $676 million, inehiding $397 


ion in facilities used jointly, $178 million used directly for power, and direct 

nvestments of $46 million for navigation and $55 million for flood control. Of 

$397 million common investment, $165 million, or 41.5 percent, is allocated 

power, $109 million, or 27.5 percent, to navigation, and $123 million, or 31 
The 


I 
recent. to flood control ‘refore. of the total investment of $676 million in 


ltiple-purpose dams, $243 million, or about 51 percent is allocated to power 
$155 million, or 23 percent, to navigation, and $178 million, or about 26 percent 

flood control. The single-purpose power dams, the steam plants, the trans- 

sion lines, etc., are all charged 100 percent to power 

Now of that $400 million that is allocated, if the allocation were 
changed 5 percent, that would be a change of $20 million, as we said 
On the power investment today, for instance, of some $600 million, 
$20 million higher or lower would be only about three percent higher 
or lower. Therefore, a rate of return that is computed, let us say, 
for last vear at 4.7 percent, might be different by a tenth of a percent 
one way or another. 

Mr. Jonas. It would affect your rates that you determine in 
advance, would in not, to some degree? 

Mr. Kampmeter. I hardly think so because the return cannot be 
estimated that closely. We cannot tell to the nearest tenth of a 
percent what our return is going to-be and, therefore, what our rates 
should be. 

I think the difference would be in a lower or higher return. 

Mr. Jonas. Do you not take into consideration in fiximg rates the 
amount of investment for power-production facilities? 

Mr. Kampmerer. Certainly, yes. 

Mr. Jonas. Then it would affect rates It is one of the factors 
that is considered? 

Mr. Kampmeter. Let me add this: Our rates were revised last 
July to make certain they would be adequate to cover the cost. of 
power produced from steam plants. The cost of steam plants is 
allocated 100 percent to power. Therefore, I do not believe that a 
modification of any conceivable amount in the allocation of the 
common costs of multi-purpose dams and reservoirs would change that 

Mr. Jonas. It is true, is it not, that the GAO has questioned that 
apportionment in the last several years? 

Mr. Kampmerer. No, not in the last several years. | 
understanding they are satisfied that their questions are answered 

Mr. Jonas. Is it possible that they stopped questioning it because 
they felt it did not do any good, since vou did not follow their advice? 


t is oul 
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Mr. Kampmeter. I would be inclined not to agree with that because 
there are other questions which they have continued to ask year 
after year. 

Mr. Oniver. They did not take exception to our allocation. They 
said they thought it should be studied. 

Mr. Jonas. Did they not make recommendations in 3 separate 
years that you did not follow? You can answer that yes or no. 

Mr. Ouiver. They made a recommendation some years ago that a 
study be made. They made two recommendations. One that an 
outside group should study the allocation of common investment, and 
a request for such a study was made to the Federal Power Commission, 
the study was completed and reported out. 

Now my recollection is that the GAO made another recommenda- 
tion which related to certain operating costs—not capital investments, 
but operating costs. 

We had been allocating that, for want of a better method of alloca- 
tion, on a basis of one-third each to power, navigation, and flood 
control. Allocated on this basis were the activities like guards at 
dams, cutting of grass around dam reservations, and malaria control 
expense. These are all treated as joint costs of navigation, flood 
control, and power. 

Now we did, following the recommendation made some years ago 
by the GAO, go through a rather extensive study and that is what 
resulted in the present 40-30-30 distribution of miscellaneous joint 
operating expenses. 

There is no outstanding recommendation from the GAO relating to 
allocation, of which | am aware, that has not been acted upon in some 
way. 

Mr. Jonas. Will you please listen to my question and answer the 
question, please, instead of making a speech. Did the GAO recom- 
mend to the TVA for three successive years that you use an outside 
investigation to determine the accuracy of this arbitrary allocation 
or apportionment of 40-30-30, and did you fail to take that advice? 

Mr. Outver. I do not believe that any recommendation was made 
which has not been acted upon. 

Mr. Puivurps. If he had said, “suggestion”? would you have an- 
swered the same way? 

Mr. = tveR. I would have answered the same way. 

Mr. Jonas. You have no recollection that the GAO ever made any 
recommendations to you that it would be wise to get a source not 
connected with the Government—not connected with the Govern- 
ment; not connected with the Federal Power Commission, but some 
outside agency—to make that determination? 

Mr. Ourver. I have no recollection of a recommendation that the 
determination be made by someone outside the Government. 

(The following information was inserted in the record:) 

In the report of its audit of TVA for the fiscal years 1946 and 1947 (H. Do 
No. 748, 80th Cong., 2d sess.), the General Accounting Office recommended that 
the Congress amend section 14 of the TVA Act to provide for a reappraisal o 
the allocation of TVA’s multiple-use costs and expenses, such reappraisal to be 
made by the TVA Board of Directors assisted by the Corps of Ingineers and 
other experts. The audit report for the preceding vear (H. Doc. No. 172, 80tl 
Cong., Ist sess.) contained no recommendetions on this matter but cated that 
opinion was reserved until completion of a study then under way. 


In support of the recommendation for a reappraisal of the allocation, GAO 
stated that its review of TVA’s evaluation of navigation and flood control benefits 





99 


indicated that the amounts allocated to tnese two programs were too high, but 
added that ‘‘* * * a reappraisal based on all pertinent factors may completely 
stify the present allocation ot cost.” 

Several months before the 1946-47 audit report was published, representatives 
of GAO testified before a subcommittee of the Senate Committee on Public 
Works, in connection with hearings on a bill (S. 1277) toamend the TVA Act, on 

» recommendations to be included in the report. Following this testimony, 
the chairman of the subcommittee, Senator tek asked the Federal Power 
Commission to make a review of TVA’s cost allocations. The Corps of Enginees, 
GAO, and TVA were requested to cooperate with FPC in making the study. 

In the report of its study, dated March 23, 1949, FPC found that both the 
methods followed by TVA in allocating multiple-use costs and the results obtained 
are reasonable. The comments filed by the Chairman of FPC with this report did 

ot take issue with its conclusions, but merely called attention to the fact that 
FPC had of necessity accepted estimates developed by other agencies in making 
the review, and to the effect on the justification of the hypothetical alternative 
navigation project if the navigation benefits expected to materialize about 1960 
fall substantially below those expected. As a matter of fact, actual traffic for 
alendar year 1951 provided transportation savings estimated to be within 10 
percent of those originally estimated to be realized by 1960. 

The FPC report expressed no findings with regard to the distribution of 
multiple-use operating expenses. However, during 1950 and 1951 a compre- 
hensive review of this problem was made by a group of TVA staff members 
Following extended study and deliberations, this committee rendered a report 

June 1951 finding that (a) the distribution of depreciation and maintenance of 
multiple-use facilities by means of the investment allocation ratios was sound 
and should be continued, and (b) other multiple-use operating expenses should be 
listributed 30 percent to navigation, 30 percent to flood control, and 40 percent 
to power (instead of the equal-thirds method followed in the past), provided that 
future studies would be made from time to time to assure continued reasonableness 
of the distribution. These findings were approved by the TVA Board of Directors 
and placed into effect as of July 1, 1950. 

Since completion of the review of investment allocation by FPC and of expense 
distribution by TVA, the General Accounting Office has offered no further criticism 
or recommendations concerning the allocation of TVA’s multiple-use investment 
and operating expense, 


TVA PAYMENTS IN LIEU OF TAXES 


Mr. Jonas. How do you determine the amount you pay local and 
State governments in lieu of taxes? 

Mr. Kampmerer. Mr. Jonas, by the TVA Act. There is a provi- 
sion, section 13 of the TVA Act, which specifies that 5 percent of 
TVA’s revenues from power sales, other than to Federal agencies, shall 
be paid to the States and counties. 

Mr. Jonas. It is not a question of negotiation, now? 

Mr. KampMetgr. No, sir. 

Mr. Jonas. The views of the local community or government as to 
what amount is sufficient or not sufficient or comparable to what a 
private utility would pay, does not enter into the consideration. 

Mr. Kampmerer. Oh, yes; it did enter into it very directly. The 
formula for in-lieu tax payments was included in the TVA Act after 
TVA had been in operation some time and after considerable discus- 
sion, in which the local agencies participated actively, as to what 
would be a fair formula. 

Mr. Jonas. In individual cases there is no provision for negotia- 
tion. You say the negotiation came in before Congress adopted the 
formula to be used. 

There is no negotiation between X county and Y city and Z State, 
and the TVA? 

Mr. Kampmerer. No. 
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Mr. Jonas. You just determine how much money you will pay in 
lieu of taxes? 

Mr. Kampmeter. That is correct—in accordance with the formula 
Congress has specified in the TVA Act. 

Mr. Jonas. That is true with regard to the amount of money you 
pay the Federal Government in lieu of taxes? 

Mr. Kampmeier. There is no figure set to be paid in lieu of Federal 
taxes as such. That is determined by the level of our earnings 
rather than by any formula in the act. 


LOCATION OF NEW STEAM PLANTS 


Mr. Jonas. These new installations you propose to build in the 
year 1954, are they altogether disassociated with any question of 
navigation or flood control? Those four installations are for power 
ipeliosina solely; is that right? 

Mr. Kampmerer. That is right. 

Mr. Jonas. Is there a competing public utility in the Sevier area? 

Mr. Kampmeter. There is no utility other than the local utility 
systems using TVA power. 

Mr. Jonas. Within how many miles? 

Mr. Kampmeter. I will scale it off on the map for you. 

Mr. Puiturps. Do you mean Johnsonville? 

Mr. Kampmetrer. Sevier is here [indicating] and the extremity of 
the nearest utility system is probably 25 or 30 miles away. That is 
at the extreme edge of the service area of the American Gas & Electric 
system. 

Mr. Jonas. What utility is that? 

Mr. Kampmeter. That is the American Gas & Electric system and 
its subsidiaries. 

Mr. Jonas. Do you mean they have transmission lines within 25 
miles of the location of the proposed steam plant? 

Mr. Kampmerer. Actually they have a transmission line closer 
than that because they have a transmission line that crosses our 
service area from Kingsport down to the Walters Dam of the Caro- 
lina Power & Light Co., and I believe that transmission line comes 
within 20 miles of the Sevier steam plant. 

Mr. Jonas. Where are the other three units to be? 

Mr. KampMeEtreEr, One is to be at Kingston, a little west of Knoxville, 
and two at Fulton about 30 miles north of Memphis. 

Mr. Jonas. Two at Fulton? 

Mr. Kampmeter. Yes. 

Mr. Jonas. How accessible is power from private utilities there? 

Mr. Kampmerer. Well, there is a private utility operating directly 
across the Mississippi River, namely the Arkansas Power & Light 
Co. The Mississippi River constitutes a considerable barrier to 
accessibility in terms of engineering feasibility and cost, but in terms 
of actual distances, it is merely across the river. 

Mr. Jonas. What generally do you plan to serve with these two 
units at Fulton? 

Mr. Kampmetrer. They will reinforce our supply throughout the 
western part of this area. 

You see, we have a distributor in Shelby County, the Memphis 
Light, Gas & Water Division, which has a load of a couple of hundred 
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thousand kilowatts and throughout these parts of northern Mississippi 
and west Tennessee, there is another two or three hundred thousand 
ilowatts of load. ‘The westernmost major plants on the TVA 
system are Johnsonville, here [indicating] and Fickwick Dam here 
indicating}. This plant will reinforce the power supply throughout 
that western area in which there is a distance there of some 75 or 80 
miles or more east and west. 

Mr. Jonas. Where did Memphis get its power before you went in 
there? 

Mr. Kampmerer. From a steam plant within the city—and still 
vithin the city—then operated by a subsidiary of Electric Bond & 
Share. 

Mr. Jonas. It is now in operation? 

Mr. Kampmerer. We operate that. We get 20,000 kilowatts out 
if it and 30,000 kilowatts are leased to the Arkansas Power & Light 
\ ‘o 

Mr. Jonas. These facilities are not intended to supply power for 
anv defense agencies? It is just service of power to the area? 

Mr. KampMetnr. Well, yes 

Mr. Jonas. Of course if there were defense plants in there they 
would be included, but that is not the purpose you have in mind in 
building the plant? 

Mr. Kampmeter. That is correct. The system being the type of 
system it is, serving every load out of the system, it makes it hard to 
say any plant is for any given load. 


LEGAL AUTHORITY TO CONSTRUCT STEAM PLANTS 


Mr. Jonas. Have the courts ever passed upon your authority to 
build steam plants? 

Mr. Swipuer. Yes, sir. The district court in western Kentucky 
had occasion to pass on that in connection with a condemnation case. 

Mr. Jonas. Was the question of your authority to go into steam 
plant production a direct issue in that case? 

Mr. Swipuier. It was raised by the owner of the land. 

Mr. Jonas. Did the case go up to the circuit court? 

Mr. Swipier. It was never appealed. 

Mr. Jonas. That is the only court decision you have? 

Mr. Swipter. That is the only court decision. 

Mr. Jonas. Is that the decision that you rely on? 

Mr. Swipier. We rely on the act, sir, but it happens to have been 
tested in that one case. 

Mr. Jonas. With all due respect to you, I think it is at least 
subject to argument as to whether that gives you authority to build 
steam plants. 

Mr. Swipiter. The same question was also argued in the Senate 
when a point of order was raised against an appropriation for the 
Johnsonville steam plant on the grounds we had no statutory au- 
thority to build it. Senator Vandenberg, in the chair, ruled on it 
and held that in consideration of the act as a whole there is authority 
to build steam plants. 

Mr. Jonas. Could you provide me with a citation of that section 
of the record? 

Mr. Swipuer. I will be glad to. 
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(The information follows.) 

(The ruling referred to appears at 94 Congressional Record 8272.) 

Mr. Jonas. I have become much interested in the subject because 
in reading the acts I do not find any authority that gives the TVA 
the right to build steam plants. 

Mr. Swipier. The utilities were well represented and filed a 
number of briefs. 

Mr. Yarrs. Was this before the district court? 

Mr. Swipier. This was before Congress. 

Mr. Corron. The utilities were represented in the Senate? 

Mr. Swip.er. They testified before committees; ves. 

Mr. Jonas. What was the study? 

Mr. Swipier. The question was the appropriation for the Johnson- 
ville plant. 

Mr. Yares. Was that opinion a written opinion? 

Mr. Swipier. Yes; a written court opinion. 

Mr. Yates. Would it be possible to obtain a copy of that? 

Mr. Swipier. Certainly. I am not sure it has been reported vet 
If it has, I will provide the citation. The case arose in connection 
with the Shawnee project. 

(The opinion referred to is United States ex rel. Tennessee Valley 
Authority v. Puryear, 105 F. Supp. 534 (W. D. Ky., 1952).) 

Mr. Jonas. I am surprised some of the utility boys have not had 
you in court on this. 

Mr. Swipter. I think the problem of standing to sue might enter 
into that. 

Mr. Jonas. If I represented a utility I would be interested in 
pursuing that. 

Mr. Swipter. They made a very vigorous case before Congress and 
the Congress decided they were wrong. 


AUTHORITY FOR VARIOUS TVA DEVELOPMENT PROGRAMS 
RESOURCE DEVELOPMENT 


Mr. Jonas. I have been intrigued by some of the language in your 
annual report and some of the language in this justification. 

If you will permit me to say so, I think you are engaged in very 
laudable endeavors in Tennessee, but I have some serious questions 
in my mind as to whether, as I stated earlier, the rest of the country 
ought to bear any part of that expense. 

For example, you say on page 2 of your annual report, after 
discussing growth of industry and your activities in the valley 
sponsoring the development of the industrial growth. 

It still, however, has a long way to go to reach the level of economic well-being 
justified by the initiative and talents of its people and by the potentials of its soil, 
water, forests, minerals, and climate. 

Throughout your report and your justification you seem to be 
engaging in many varied activities seeking to promote the develop- 
ment of soil, forests, minerals, and similar things in the Tennessee 
Valley. 

Do you not think that is going a little far afield from the original 
intent of Congress in setting up the Tennessee Valley Authority? 

Mr. Curtis. I believe not. I think we would find justification for 
every one of those things you cite in the TVA Act, itself. 
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Mr. Jonas. Now you say on page 12: 


Through TVA, the people have been assisted in improving the resources and in 

eating a more favorable physical, social, and governmental environment for the 
pansion of industry and commerce. 

That is a very laudable endeavor, as I have said, but is that not 
roing a little far afield from the creation of hydroelectric power, flood 
ontrol and navigation? 

Mr. Curtis. No, sir; because vou are not referring to the sections 
if the TVA Act that provide for those very things that you are reading 
there. 

Mr. Jonas. I know Iam not. I am asking you if you do not agree 
vith me that it is taking in oe considerable territory for an agency 
of the Federal Government to be devoting its money and time and 
attention, in only one Sait of the United States? 

Mr. Curtis. The Congress set up a job for the TVA and the act 
very clearly provides for these various activities, 

Now, if you are questioning whether the Congress should have done 
it or net, that is another matter. 


RECREATION DEVELOPMENT 


Mr. Jonas. You contend that you have full authority to provide 
recreation facilities and things of that sort for the general public at 
tremendous cost? 

Mr. Curtis. No, sir. 

Mr. Jonas. You are doing that in this justification. 

Mr. Curtis. Speaking of recreation, what we have done is to en- 
courage the local agencies to provide these recreation facilities. We 
have worked with them. 

Mr. Jonas. You have $106,000 in this estimate and you say it is 
to justify this: 

One of the most important byproducts of the TVA program is recreation de- 
velopment. TVA collects and analyzes data on recreation use and development 
of the area; renders technical advice and assistance to public and private de- 
velopers of lake property and assures that land acquired from TVA for recreation 
purposes is so used. 

Mr. Curtis. As a result of this, the States have established State 
parks up and down the river with their own money. 

Mr. Jonas. Do you have any plan by which you can ever, by the 
use of admission charges or rent or anything of that sort, recover this 
money or are we going to have a continuing expense of $100,000 a year 
from now on to provide recreation facilities for people in the TVA? 

Mr. Outver. Mr. Jonas, we operate no recreation facilities. 

Mr. Jonas. I know you do not, but you are going to expend $106,000 
this year to collect and analyze data on recreational use and develop- 
ment. 

Mr. Ouiver. To encourage the development of recreational facilities 
by others in the region. 

Mr. Jonas. Do you think that is a justifiable expense at a time 
when this Government is in debt to the extent it is and we have a 
budget to try to meet of nearly $80 billion? 

Mr. Curtis. I think it i 

Mr. Jonas. You think it is justified? 
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Mr. Curtis. Yes. It is for Congress to decide. 

Mr. Jonas. Well, Congress has not told you to expend $106,00( 
analy zing recreational facilities. 

Mr. Curtis. They have not yet for next year. We have in ow 
1953 budget, and have had in prior years, about the same amount o{ 
money for this work. 

Mr. Jonas. On page 76, the section on industrial development assist 
ance: 

That strikes me as being activities coming within the purview of 9 
chamber of commerce. You propose to expend a considerable amount 
of money publicizing the advantages of the Tennessee Valley to attract 
people to come there. 

Do you not agree eith me that that is a project that might well b 
handled by the States and the local communities and that the Federa! 
Government ought not to be spending money in that kind of a project 

Mr. Curtis. The States and local agencies are publicizing it 
TVA is not publicizing it. TVA is analyzing the situation and supply 
ing data on basic resources. 

Mr. Jonas. Will you cite me the section in the act that authorized 
that or that authorizes you to engage in that sort of activity, includiny 
the recreational? Your justification says: 

Among specific studies underway is a study of the labor resources of the area, 
Now is that a proper function of an agency of the Federal Govern 
ment? 

Mr. Curtis. You are asking in effect, Is that in the TVA Act passed 
by Congress? 

Mr. Jonas. It does not ask you to conduct labor surveys. 

Mr. Swipter. Mr. Jonas, I think it is included within the genera! 
purposes of the act. 

The act has as an objective to aid an area, which was developed to 
a level far below the rest of the country, to come into its own in the 
development and use of its resources and to come somewbere nea! 
matching the economic level of the rest of the country. 

Now section 22 and section 23 of the act make clear that TVA is 
not simply in the power business, as such, or in the business of develop- 
ing navigation and flood control, as such, but it is all for a purpose and 
the purpose is the improvement in the use of the resources and the 
economic level of the people of the area. 

If you will permit me to read section 22 I think you will see that it 
is easily broad enough to comprehend the type of activities which vou 
mention. And, incidentally, they are activities which are not novel 
to the Federal Government by any means. 

Mr. Jonas. I understand that. 

Mr. Swipier. The Department of Commerce, for example, has 
national program on industrial development. 

Mr. Jonas. Does it not do any work in the Tennessee Valley? 

Mr. Swrp.ier. I cannot answer that. 

Mr. Jonas. Haven’t you run across them down there? Isn’t there 
some overlapping between the two agencies in that work? 

Mr. Swrpier. I do not think there is overlapping. They do collect 
national statistics in the Tennessee Valley as everywhere else. 

Sections 22 and 23 are the sections which authorize the activities 
to which you refer. 
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Mr. Jonas. Am | correct in my understanding, then, that in these 
activities I am discussing, that there is nothing mandatory in the act 
about it, that it does not require you to do it, but the Board has entered 
these fields because it feels it has the right to in its discretion? 

Mr. Swipier. No, sir; 1 would not quite agree with that. 

Mr. Curtis. Some are mandatory and some are permissive 

Mr. Swipuer. If you take seriously the job Congress gives you, to 
do your best to make these resources work hard -in the interests of 
the people in the area, then these are things that you have to do to be 
sure that their resources are not wasted or inadequately utilized 

Here is an investment of hundreds of millions of dollars, for example, 
ina great chain of lakes. They constitute potentially a large source 
of income as well as pleasure to the people of the region. 

Now, if we did nothing to help realize on this potential asset, and 
let it go to waste, to our minds Congress would be justified in conelud 
ing we hadn’t fulfilled the obligations that have been placed upon us 

With these very modest expenditures, on the basis of encouraging 
the States and local agencies to “rg! the full operating load and 
much of the total load as possible, we are trying to get extensive 
utilization and economic benefit from the use of these resources. 

Mr. Jonas. By the same token, you could then engage in any sort 
of activity which you think would make a desert bloom? 

Mr. Swipuier. I think we can engage in studies which would show 
how to bring local agencies into the effort to make the desert bloom. 

Mr. Jonas. How do you justify asking us to approve an appropria- 
tion of $106,000 for you to prepare studies telling people how they 
can find recreation in the Tennessee Valley? 

Mr. Swipier. On the basis of an injunction to us 
to make such surveys of and general plans for said Tennessee Basin and adjoining 
territory as may be useful to the Congress and to the several States in guiding and 
controlling the extent, sequence, and nature of development that may be equit- 
ably and economically advanced through the expenditure of public funds, or 
through the guidance or control of public authority, all for the general purpose of 
fostering an orderly and proper physical, economic, and social development of 
said areas; and the President 
his authority having been delegated to us by Executive Order 6161 
is further authorized in making said surveys and plans to cooperate with the States 
affected thereby, or subdivisions or agencies of such States, or with cooperative 
or other organizs ations, and to make such studies, experiments, or demonstrations 
as may be necessary and suitable to that end. 

Mr. Jonas. I am not sure that justifies the $106,000. 

Mr. Swipter. In what I have said I am not trying to justify the 
dollars but the program. I am sure the people working on the pro- 
gram cou!d prove that those are profitable investments. 

Mr. Jonas. Profitable to whom? They are profitable to the people 
who own these recreational facilities which you have made it possible 
for them to develop by spending our money. 

Mr. Swip.er. It is a part of our country and I assume the Congress 
is interested in it. 

Mr. Jonas. You say: 

Over 200 commercial recreation enterprises are scattered through the area, 
with a 1951 gross income of about $4,300,000. 

You cite all the lakefront summer residences and all that, but how 
that justifies our authorizing you to spend money to analyze data on 
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recreational use and development of the area is what I cannot under- 
stand. 

Mr. Swipter. To find out how these private enterprises can do more 
of a job and a better job and bring more wealth and more prosperity 
to the area. 

Mr. Corron. Do you think Congress ever intended that you were 
to use Federal funds to give local people the data to advertise their 
facilities to lure tourists away from otber States? 

Mr. Swipier. Well, of course Tennessee still does not rank among 
the leaders as a tourist State. 

Mr. Jonas. You mean you are trying to bring it up to a competitive 
level? 

Mr. Swip.ter. It does not compare with New England, California, 
or Florida in tourist business. However, there are important recrea- 
tional resources and we think the country wants to know about them 

Mr. Corron. Do you think for a minute that Congress intended in 
this act that you should spend Federal funds in furnishing ammunition 
and helping people to advertise recreational and tourist facilities to 
attract people away from other States? Do you think Congress 
intended that? 

Mr. Swipter. I am sure that Congress did intend to have the 
Tennessee Valley lift itself into an economic area comparable with the 
rest of the Nation. That was the intention of Congress. 

Mr. Corron. Your answer to my question, then, is “‘Yes’’? 

Mr. Swipter. Yes. 

Mr. Puitirres. When you mention California, will you please note 
on the record that California pays for these things. 

Mr. Swipter. I am sure the Federal Government furnishes some 
help out there. 

Mr. Puitures. We have never yet been able to find anybody who 
will pay our advertising. 

Mr. Swipier. We do not do that either, sir. 

Mr. Jonas. What do you spend this $106,000 for? 

Mr. Outver. The greater part of the $106,000 is for a small number 
of people, most of whom are in field offices in the reservoir areas, 
licensing and leasing and making other arrangements for use of 
Federal reservoir lands. The many problems arising out of public 
use of TVA’s 10,000 miles of shorelines surrounding the reservoirs 
must be tied in with the operation of the reservoirs for navigation, 
flood control, and power. There are two specialists in the central 
office who spend part of their time analyzing what the resources 
amount to, trying to provide facts—not money for advertising—but 
facts upon how the recreation resources in the Tennessee Valley can 
be made more useful to the valley and the Nation as a whole. 

Mr. Jonas. What do you do with that information? 

Mr. Outver. We provide it to the States. 

Mr. Jonas. Chambers of commerce and cities and communities 
who want to do the advertising? 

Mr. Outver. We encourage the chambers of commerce to study 
their situation, look at their resources to see what they have to build 
upon. 
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Mr. Puituirs. Who otherwise would get that information from a 
State chamber of commerce which they themselves finance. Is that 
right? 

Mr. Oriver. There are conservation commissions in all of the seven 
valley States now—much stronger organizations than any of these 
States had when we went in. We have encouraged the development 
of these conservation commissions in the State government, aiding 
them through the early vears by small grants of funds. That is part 
of this process of partnership between the Federal Government and 
the State governments. 

Mr. Jonas. Do you mean you granted them funds? Do you make 
grants? 

Mr. Otiver. We have provided small amounts of funds in the early 
days of TVA, to develop these resource agencies within the Stati 
rove nment. 

Dr. Curtis this morning gave an example in connection with the 
minerals laboratory at Asheville, N. ¢ 

Mr. Jonas. With all due respect to you, I think North Carolina 
should run its own laboratory, and | am from North Carolina and was 
craduated from the university there 

Mr. Otrver. The university is running its own laboratory. It was 

rtnership enterprise in the beginning. 

Jonas. How can you justify spending that money on that 
labor: wtory in Asheville for mineral-resource deve ened nt? Conceding 
that it is a wonderful activity and ought to be carried on, how is it a 
part of the duty of the TVA? 

Mr. Oriver. That is one of the very valuable resources of North 


Carolina, as you well know. 

Mr. Jonas. Is it the responsibility of TVA to consider developing 
the resources of these United States? 

Mr. Ottver. Only to do what we can to achieve the optimum de 
velopment of resources in the watershed of the ‘Tennessee Valley, sir 


WATERSHED DEVELOPMENT 


Mr. Jonas. 1 would like to ask about this Chestuee watershed at 
page 71 of the justification. You propose to spend $283,000, and it 
seems to me you do that to attack these problems: 

he area shows evidence of poor land use, inefficient agricultural and forestry 

ictices, and a low economic level 

Is it your contention that wherever you find evidence of poor land 
use on the part of the inhabitants of any county or community in the 
Tennessee Valley area, or evidence of inefficient agricultural or forestry 
practices and a low economic level, that it is your duty to go in there 
and spend more than a quarter of a million dollars a year trying to 
tell those people how to ms ake better use of their land and bring about 
a more efficient agricultural practice 
Mr. Oriver. Wherever there is bviienbe in the Tennessee Valley 
poor land use and inefficient practices and a low economic level 
those are precisely the kinds of things that TVA was to be concerned 
with, 

Mr. Jonas. What about the Department of Agriculture? Is it 
not concerned with those activities? 


of 
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Mr. Ottver. Yes. 


Mr. Jonas. Do you not understand that we appropriate millions of 
dollars for that very sort of activity by the Department of Agriculture? 

Mr. Ouiver. That is right, but the whole job is done in this area in 
a slizhtly different way than other areas of the country. We are 
considering all of the various problems in their relationship one to 
another, rather than attacking them piecemeal, The problems ar 
inter-related. 

Mr. Curtis. May I speak to that for a moment, Mr. Chairman? 
As to that problem, neither the Department of Agriculture ner the 
TVA is ever going to solve the problems in these hundreds of | ttle 
watersheds scattered all over the country. The only thing we ern do 
in those cases is to set the stage for the local people to do the job. 

Now, in these little areas these people are helpless. They do not 
know what can be done. 

On the matter of these small watersheds, we realize that TVA can- 
not do that job. We are not concerned with trying to take care of 
every one of them. What we have done is to pick out a little watershed 
here to study the problems and get answers as to certain things. 

We have gone into the Beech River watershed and have made an 
analysis. We have analyzed the problems in that watershed and we 
are now holding meetings with local committees over there. 

Mr. Puituies. What is the name of that river? 

Mr. Curris. Beech River, sir. We have now submitted to the 
people, to the committees over there, an analysis of what that problem 
is and what it is roing to take to make that a different and better 
watershed. 

In other words, with our skills and knowledge of water relationship 
and things of that kind, we can analyze the problem. We can put 
those people in a position to go ahead and do something about it if 
they want to. If they do go ahead, they go ahead under their own 
leadership and primarily with their own resources 

Mr. Jonas. You really are carrying this idea of Government 
paternalism to the nth degree: are you not? 

Mr. Curris. Paternalism, if you like, but I wouldn’t call it that. 

I referred to a small area that is very much depressed and the 
people do not have the technical information to know what to do 
about it. TVA is helping them to find a way to help themselves 

Mr. Jonas. I thought you said earlier in the hearing that it 1s 
blooming like a rose and that it is above the national average in 
income 

Mr. Curtis. We have come a long way but we still have a long way 
to go. In 1933 the income in the valley was only 40 percent of the 
national average; today it is about 60 percent. The income in these 
small watersheds is well below the average for the Tennessee Valley 

Mr. Yares. Did you not say it was fifth? 

Mr. Jonas. A greater increase than in any other part of the United 
States? 

Mr. Curtis. Not in these little spots over the valley which repre- 
sent these depressed areas. 

Mr. Kampmerer. Let me give a comparison. Take a simple thing 
like the number of automobiles that are being bought and used in this 
area Now, among all the 48 States, Tennessee is sixth from the 
bottom in terms of the number of automobiles in relation to popu- 
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tion Sut is it eighth from the top in the increase during the last 
years in number of automobiles 

What we are trying to say is that the area is moving ahead faster 
t it still has an awfully long way to go. It started way behind and 
has a very long way to go, but it is on its Wi) and it 1s gaining 
Mr. Jonas. | would like to understand this: You consider, then, 
at it is a function of TVA, and one of its objectives authorized by 
ongre to attack an overall problem of that sort and try to bring 
ennessee up to where it ought to be in terms of national income and 
forth? 

Mr. Curtis. With the expenditure of the least amount of Federal 
inds that will accomplish that job 

Mr. Jonas That 1 your idea and your conception of the funetion 
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TVA, to encourage and to engage in any sort of activity that will 
prove the standards of living of the people who live in the ‘Tennessre 
Valley’ 
Mr. Curtis. To enable them to use their own resources to that end, 
Mr. Jonas. You want to spend some money to “engage in the 
iness Of research on forage crops and animal industry 
| thought that was a function that was well controlled and engaged 
by the Department of Agriculture. Why should the Tennessee 
illey Authority be engaging in that sort of activity? 
Mr. Curtis. You understand that we are getting that done 
hrough institutions. We are not doing that directly 
Mr. Jonas. | am quoting: “TVA is engaged in research on forage 
ops and animal industry in the region,”’ 
Mr. Curtis. As indicated in our justification statement, we are 
loing that in cooperation with the agricultural experiment stations 
n the valley. This work supplements the regular programs of the 
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xperiment stations in order to get research underway on problems 


of particular urgency to the region 

Mr. Puitiies. You have no money in it? 

Mr. Jonas. Yes, they want to put $30,000 in that, 

You want to spend $83,000 in making a soil survey. Do you not 
duplicate the activity of the State and Federal agricultural depart- 
ments in that? 

Mr. Curtis. No, sir. 

Mr. Ouiver. This soil survey is being done by the Department of 
\vriculture. This is a case where the TVA transfers funds to the 
Department ol Agriculture to get that job done: IL IS & joInt project 

Mr. JON AS. Why should TVA pend any of its money for a soil 
urvey that you are engaging the Department of Agriculture to do? 

Mr. Curtis. We want to accelerate that survey in the valley 

Mr. Jonas. You want to accelerate the soil survey that the Depart 
ment of Agriculture Is NOW engaged in conducting and you feel you 
hould contribute some money to the project? 

Mr. Curtis. So we will have the inforraation earlier with which to 
proceed on the development of the valley 

Mr. Jonas. You want to spend money in making an analysis of 
the agricultural situation throughout the Tennessee Valley Authority? 
ls that what that is? 

Mr. Oriver. That is correct. 

Mr. Jonas. Now, with regard to your navigation activities. 
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NAVIGATION ACTIVITIES 


How close do those activities come to being a self-supportin, 
activity? Do you have a loss there? 

Mr. Curtis. As I said this morning, we have already leased the 
navigation terminals, and they are being operated by private industry 
The money requested in this budget will be used for improvements to 
Thay igation 

Mr. Jonas. You have $280,000 in the request for that? 

Mr. Curvis. For improvements in navigation in the Tennesse: 
River 

Mr. Oriver. We have no income-producing activities left in that 
navigation category. Here is an activity that is financed by thi 
taxpayers of the country as a whole just the same as the work don 
to provide navigation on other rivers throughout the Nation. Th 
large items of expense are an allocated portion of multipurpos 
reservoir operations expense and depreciation on the locks and dams 
that are provided by the Federal Government to make the Tennessee 
River navigable from its mouth all the way to Knoxville—more than 
600 miles of exceptionally good navigation channel. 

Mr. Puiuutrs. Is this a recurring appropriation? Will you hav: 
another appropriation on this next year? 

Mr. Ouiver. Yes, sir. 

Mr. Pariuips. Certainly you did not make a very good lease with 
these people. 

Mr. Ouiver. Earlier, Dr. Curtis was speaking of the terminals 
vhich have been leased to private operators. There may be som 
confusion here between those terminals and these navigation expenses 
we have been discussing 

We built four public-use navigation terminals at the beginning of 
the war because there were no facilities for the many small shippers 
on the rivet 

We said when we first asked for money for those terminals that we 
did not want to operate them indefinitely. We wanted to do a pro 
motional job in order to bring traffic through those points to a level 
which would attract private operation of the terminals. Those ter- 
minals are now under lease with option to purchase. 

Mr. Jonas. I would like to express my view that I think the 
shippers should pay those expenses. 1 think it is a very poor contract 
that did not require the private operators of the facility to pay in 
el ough money to provide upkeep. 

Mr. Outver. The shippers are paying for all services received at 
the terminals. 

Mr. Jonas. The TVA builds facilities? 

Mr. Ourver. TVA built four terminals and operated them for a 
time on the Tennessee River, and then leased them. 

Ir. Jonas. But the leases do not bring in enough revenue to covet 
upkeep? 

Mr. Ouiver. Oh, ves 

Mr. JON AS What is this S288 000 for. then? 

Mr. Otrver. Earlier we were talking about four navigation te! 
minals on the river. The $288,000 is for studies relating to the whole 
navigation problem on the Tennessee. Included are engineering 
studies of the channel and the 10 navigation locks on the river to 





ure that facilities are adequate for traffic on the river; also included 

ie work TVA does in advising and assisting municipalities, carriers, 

nd shippers on matters relating to the use of the Tennessee Rivet 
navigation purposes. 


\ir. Jonas. You say it is for direct navigation expense in 1954 
Net expense in 1954 is estimated to be $2. 822 000 and for 1953 it was 
$2,747,000. Actual net expense in 1952 was $2,670,453 Net ex 

nse figures include provision for depreciation, administrative and 

eral expenses, and a portion of multipurpose reservoir operations 
yense. 

Vir. Oriver. That is correct 

Vir. JON AS, Are those the activities you have just been dese ribing 

\ir. Ouiver. Yes. The activity I have been describing is included 
hose net expense figures 
Ir. Jonas. You mean this $2,822,000? 

\ir. Otiver. That is right, but the great bulk of that. of course 

ci preciation charges on the navigation facilities which have been 

L on the Tennessee, and a portion of reservoir operating Costs 
mon to navigation, flood control, and power. 

Mr. Jonas. Do you not think it would be fair to ask the people 

0 intend, as a commercial venture, to make use of these nav iwation 
acilities to pay for the use of those facilities a sufficient amount to 

aintain them? 

Mir. Curtis. The Federal Government has not required that in 
ther cases where it has provided for navigation 

\ir. Jonas. | am inquiring whether the Board does not think it 
ould be fair to require the shippers to defray that expense and say 

taxpayers that money. 

Mr. Curtis. I think that is a normal Federal expense, just as if 

mprove public roads, for example, throughout the country. 

\ir. Jonas. They build roads for the rest of us but we pay gasoline 
es and other taxes to use them 
Vir. Curtis. They build the roads whether you pay the tax on 
oline or not. They build the roads as a general public service 


PLANT PROTECTION AND SERVICES TO VISITORS 


Mr. Jonas. For plant protection and services to visitors, you 
opose to spend $1 million in 1954. T can understand why you would 
ave to spend money for plant protection Jut what about “Services 
to visitors’’? 
Do you have any plan by which any income could be produced to 
it down on that? | understand you have a lot of guides and a lot o 
rsonal services to visitors that you pay for out of this item 
Mr. Ouiver. We have guards on our dam reservations who also 
how visitors into the public areas around the locks and in the power 
house. We have an average of less than two 24-hour guard posts pet 
project 


FARM TEST DEMONSTRATIONS 


Mr. Jonas. On page 55 you have an item of $1 million plus fo 
rm test demonstrations. You put on test demonstrations through- 
it the valley to demonstrate to the farmers the use of the fertilizer 
ul produce Is that right? 


8240 
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Mr. Outver. That is right, to show how fertilizer can be used in 4 
better farm operation. 

Mr. Jonas. Again, is that not a function of the Department 
Agriculture? Should you not confine yourself to producing the 
fertili er and let the Department of Agriculture, which has adequ: ( 
funds for those purposes, educate the farmers in the counties , In each 
of which there is a farm demonstrator and a host of Federal employees 
at work on agricultural programs? 

Mr. Puiiiies. How about the State department of agriculture? 

Mr. Jonas. I have not even touched on that. They are engaged 
in the same activity. Why should TVA be spending over $1 million 
putting on these demonstrations trying to convince the farmers down 
there that they ought to use more of the fertilizer that you manu 
facture ? 

Mr. Curtis. The objective is much broader than that. Of cours: 
the great increase in use that has been encouraged has been met pri- 
marily by increased production by the private companies in that field. 
Speaking more broadly, the objective is to convert these farms fro1 n 
nonsuccessful farms into successful farms. It involves not only the 
use of fertilizers but involves in most cases a reorganization of the 
farming systems. It may require a shift from row crops to a grass- 
land-livestock type of agriculture which builds up and maintains the 
soil resource. It involves using better seeds and better animals and 
so on and so forth. These are demonstrations scattered around over 
the valley which are intended to be and are centers from which this 
information will radiate. 

Now, that plan of using the unit-test demonstration originated wit! 
the TVA and is being used very effectively in bringing about a better 
farming situation throughout the Tennessee Valley. 

The State land-grant colleges are using test demonstrations as an 
integral part of their extension programs and are bearing an increasing 
share of the cost. While the total program scope and the level of 
TVA expenditures have been decreasing, the colleges have been in- 
creasing their expenditures. The TVA portion of the total cost of test- 
demonstration supervision has decreased from 56 percent in 1946 to 
30 percent in 1953. The participating farmers also contribute to the 
program by paying about 30 percent of the base price, f. 0. b. the 
TVA plant, for the fertilizer and by making substantial additional 
capital and operating expenditures necessary to carry on a good test 
Laan. 

Mr. Krurcer. I have yielded my time to Mr. Jonas. 


SIZE OF TVA AREA 


Mr. Yates. Doctor, when you and the witnesses refer to ‘the 
valley,”’ what States are included? 

Mr. Curtis. There are parts of seven States. 

Mr. Yares. Will you itemize them. 

Mr. Curtis. Tennessee, Kentucky, Mississippi, Alabama, a small 
part of Georgia and a small part of Virginia and North Carolina. 

Mr. Yates. The statements that you made and Mr. Swidler made 
respecting the low economic plight of the residents of the valley would 
be applicable to the people in all of those States? 
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\ir. Curtis. When we refer to income in the valley, we are referring 
he income in the counties that lie wholly or mostly in the valley, 
lse to those in the power service area. 

\ir. Yates. One would get the impression from a lot of the answers 
t have been made to the questions, that the primary purpose of the 
nessee Valley Authority is to build the economic level of the State 
l‘ennessee. Is that true? 

\ir. Curtis. No, sir; of the Tennessee Valley. 

\ir YATES Including those States to which you referred? 

Mr. Curtis. Those parts of the States that I referred to 

Mir. Yarrs. It is a regional development and not a State develop- 
it? 

Mr. Curtis. Yes; a region corresponding generally to the Tennessee 

iver drainage basin. 

\ir. Yares. I refer you to pages 58 and 59 of your justifications. 
58 shows that vour estimate for 1954, for the purpose of resource 

evelopment is $2,684,000; is that correct? 


RESOURCE DEVELOPMENT 


Mr. Ouiver. That is correct. 
Mr. Yatrrs. On page 59 it is stated that 
seven valley States spent $37,786,300 of their own funds for major prograi 

he resource field in 1950. 

Now how much do they propose to spend in 1954? 

\Mir. Curtis. | assume these are the latest figures for which we 

ve information; is that right, Mr. Oliver? 

Mr. Ourrver. That is correct. The 1950 figure was the latest we 
had. 

Mr. Crark. I now have a preliminary figure here for 1951 and that 
igure is $58,793,000. 

Mr. Yates. As contrasted to $37,786,000 for 1950? 

Mr. Cuark. I believe those two figures are comparable, sir. 

The following information was added later: 

Nove.—The figure of $58,793,000 for 1951 includes funds derived from Federal 
payments to the States. While exact figures on the States’ portion are not avail- 
4 it is estimated that about $50,000,000 was derived from State sources, 
ompared to $37,786,000 in 1950. 

Mr. Yarers. So that together with the Federal Government there is 
something like $60 million being spent for this purpose in the seven 
States today, and the Federal Government is contributing apparently 
a small portion of the whole total; is that correct? 

Mr. Curtis. That is correct. 

Mr. Yarrs. Is my analysis correct? 

Mr. Curtis. Yes, sir; that is the point I was trying to make this 
morning that by the expenditure of a small amount of money you are 
encouraging the expenditure of much larger amounts by the States. 
Going back over the years you will find that expenditure by States 
has increased very rapidly. 
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Mr. Yares. The Federal Government is acting as a supervising 
agency for all the States on a regional basis? 

Mr. Curtis. Not as a supervisor. I would say a catalyst. 

Mr. Yares. A rose by any other name, Doctor. 

Mr. Curtis. No; we are a little sensitive about that. Not super- 
vising. 

Mr. Oxiver. It is a process by which the States and local units of 
government assume more and more responsibility, and the Feders 
Government can take less and less responsibility. 

On these general development activities we have been discussir 
a few years ago we were spending twice the amount of mone 
propose In here for the fiscal vear 1954 


You will notice on the page from which vou have just been readi 


iat a different ind of process has been going on, on the other s 
of this partne ship The two figures in the middle of page 59 a 
con paral le In 1934, State and local agencies were spending abo 
; lion in developing their own resources; in 1950 they spx 

iillion Their share has been yoiIng up W hile TVA’s expel! 

sharply decreased. 
a matter of fact the States are tal Ing up more 
n of developing their own resources, are they no 
Yes, su We fee! the techniques we have develop 
in the valley, by which that process goes On, 18 a valuable demonst: 


tion to the Nation as a whole 


NAVIGATION ACTIVITIES 


Mr. Yat With respect: to navigation, is the amount that tl 
Federal Government is spending for that river and the apparent lo 
to the taxpavel unique? Is that not a practice that applies to mal 
other areas of the country? Does not the Federal Government spend 
money to develop nav igable waters and lose money in the process ; 


Mr. Curtis. They certainly do 


TIONS OF PRIVATE UTILITIES I 


Mr. Yates. With respect to the private utilities who are in 


States surrounding the Tennessee Valley operations, are they eng: 


in profitable operations? 


Mr. Kampmerer. Decidedly so. They are earning highet 
incomes than ever before . . 

\Mir. Yates. Has the competition of the Tennessee Valley Autho 

jured them in any respect? 

Mr. Kampmen Not in our judgment, or as well as we are abl 
determine. They are thriving and are growing more rapidly thar 
utilities in most other parts of the country and their « arning levels ar 
high 

Mr. Yates. Has the operation of the Tennessee Valley Authorit 
resulted in any reduction in rates by the private power compani 
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because of the yardstick or comparison of the Tennessee Valley 
{uthoritv? 

Mr. K i MEIER. The rates in all the areas surrounding the 
'ennessee Valley—areas served by various utilities systems— those 

es have gone down more sharply than rates in other parts of the 

intry. At the same time, revenues and income have gone up 

(hat has helped those utilities in the financing of new additions 
ve expansion programs by these utilities have been announced 
ently 

For example, the Southern Co., to the south of us, which includes 
the Mississipp1 Power, Alabama Power, Georgia Power, and Gulf 
Power Cos., announced expenditures of $1 million during this current 
ear for new facilities. 

The Arkansas Power & Light Co., to the west of us states that they 
vill spend $1 billion in the next 10 years for new power facilities. 

Mr. YArsEs. They do not consider the Tennessee Valley Authority 

hreat to their operations? 

Mr. KamMpmetmr. No, sir. 

Mr. Yares. Mr. Cotton proposed some figures to you before, 
vhich were directed to the question of the payment of taxes by 
nvestor private companies. As I remember that statement, there 
vas included in the revenues of the Tennessee Valley Authority, the 
revenues that are obtained by municipalities as well. Am I correct 
n my remembrance of that? 

Mr. Kampmeier. The statement he quoted did so state; it did 
include that. 

Mr. Yares. And it did not in itself therefore limit the questions 
to the actual income of Tennessee Valley Authority alone? 

Mr. Kampmerer. No. 

Mr. Yates. Do private power companies sell power to municipal 
operations in this country? 

Mr. Kampmeter. Yes, in a great many instances. 

Mr. Yares. And are the revenues that are obtained by the munici- 
palities in that sort of a setup usually considered a part of the revenues 
if the private power companies? 

Mr. Kampmerer. In no case that I know of and certainly not in 
the comparisons considered in that statement. 


AUTOMOBILES AND AIRPLANES 


Mr. Puriuuies. You are asking for 180 new automobiles and 1 new 
airplane. 

Mr. Ouiver. If I may, I should like to explain that estimate for a 
new airplane. We now have 3 helicopters and 5 small fixed-wing 
planes for transmission line patrol, malaria-control dusting, and so 
forth. We also have a 10-year-old Beechcraft used for mapping and 
some passenger service. The Beechcraft is not a de »pendable passenger 
plane. It can be used only in the best weather and is used primarily 
for aerial mapping. 

The request in this budget was for the replacement of that Beech- 
craft, which is becoming a hazard to operate. It was not to replace 
the Lockheed which crashed a couple of weeks ago. 
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We would like to request, without any change in the figures, that the 
number of 1 airplane be increased to 2, to let us get a plane to replace 
the Lockheed and a safer plane to replace the Beechcraft. We should 
like to see what we can work out about keeping—— 

Mr. Puruures. Up in the air. 

Mr. Jonas. How can you do that without changing the figures’ 

Mr. Patties. How many automobiles are you going to give up to 
make up for that new airplane? 

Mr. Outver. We have made no change in the request. 

Mr. Jonas. If we asked you to cut out the cost of that airplane, you 
would have said, ““‘We cannot cut; we are down to the bone already, 
would you not? 

Mr. Outver. There is $100,000 in there for that plane. I do not 
know what we can do about arranging for two planes with that. The 
studies are still under way and we would like some flexibility to pro- 
vide adequate and safe equipment. 


TRANSMISSION LINES 


Mr, Puiuures. You did not say anything at all about transmissior 
lines on page 12 of the justification. 

Mr. Kampmeter. Those pages you placed in the record I believ: 
spoke for themselves but we would be glad to try to answer an) 
questions. One reason I did not volunteer any statements about 
transmission lines is that Mr. Wessenauer, who could not be her 
because of his accident, would have been so much better qualified 
than I to testify on that, and I was not sure how informative I could 
be, but if there are any questions I will undertake to get answers fo 
you. 

Mr. Puitirps. The memorandum, as I read it, is pretty clear as to 
what you want. As to what you actually need there may be a question 


BUDGET PREPARATION 


Mr. Pures. How many budget employees do you have engaged 
in budget work? 

Mr. Cuiark. We have a staff of 10 people on the central budget 
staff, Mr. Phillips, located in Knoxville, Tenn. 

Mr. Purituies. How many employees are there here? 

Miss Owen. There are 3 annual employees in the Washington offic: 
and 2 employed on an hourly basis. 

Mr. Puiuurps. I think you should give us a memorandum in her 
on how many budget officers and employees you have. Give us a 
breakdown of the number and the cost, and tell us what processes ar 
gone through in your department for the submission of an estimate to 
the Bureau of the Budget. 

We understand the procedure but what we want to know is, who 
makes up the budget, you, or your directors; if the Bureau of the 
Budget takes off $14 million, as they did in your case, who determines 
where the cut is to be made? 

Mr. Ciark. We will be glad to insert such information, Mr, Chaw- 
man. 

(The information requested follows :) 
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he year, but proposals for significant change in program scope or cost 
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FORMULATION AND Revision oF TVA BupGer EstiMaTeEs 


formulation of program plans and budget estimates is initiated in the 

unizational units having direct responsibility for 

al-budget plans are submitted to the budget staff of the 
In its review of divisional budgets, the budget staff identifies 

and makes recommendations to the General Manager At various 

conferences with the Ce 


program executior Divi 


General Managers 


he development and review of divisional budgets 
Manager and the Board of Directors are arranged. The subject matte 

hese conferences may be | specific construction or research project involy 

1 division; it may be a general field of activity involving several divisio 
may be the entire work plans of 1 division. Through such dise 

ral scope and magnitude of the next year’s program are determined Be 
the TVA budget is submitted to the Bureau of the Budget, the entire pro 
is reviewed and approved by the Board 

Much the same procedure is followed in revising the budget to reflect reductions 

le by the Bureau of the Budget or the Congress When a reduction has 
made, the budget staff, with the assistance of the operating divisions, analyzes 

effects of the reduction and makes recommendations to the General Manager 
» the application of the reduction to specific projects and programs. ‘The 
r policy issues are reviewed with the Board of Directors Before the year’s 

ting budget is approved, the entire revised budget plan is submitted to the 


ard of Directors for review and approval 
There usually is need for a number of budget 
al year. The heads of divisions and principal offices have considerable latitude 


revising budget estimates to meet changed conditions which may occur during 
ire sul 


revisions after the start of the 


tted to the Board of Directors. The entire budget is reviewed by the Board 
east twice during the fiscal year. Further Board review of program plans 
| financial requirements is obtained through informal Board-staff discussions 
| through regular requirements for Board action on certain types of research 
| construction projects, purchase requisitions, and program policies 

As of March 1, 19538, the TVA budget staff had 10 employees occupying the 


lowing positions: 


Number 
of pos 
tion 


12, chief budget officer 
9, assistant to the chief budget officer 
&, budget analyst \ 
7, budget analyst IV 
budget analyst ITI 
5, administrative officer 
t, clerk 
, Secretary 


The total expense of the budget staff is estimated at $91,000 in 1954, which 


the same as the 1953 budget. 
This staff, located in Knoxville, Tenn., is a part of the Office of the General 
anager. Approximately one-fourth of the time of the staff is devoted to actual 
paration of our budget requests which are submitted to the Bureau of the 


udget and tothe Congress 
1 to the 


Chere is, of course, considerably more work done on matters relates 
dget in the several operating divisions. Because the budget process is used as 
rogram-planning device, it is difficult to draw a distinct line between work o1 
dgets and day-to-day administration. For example, in the constructior 
anization, some 25 employees work on project-cost engineering and estimate 
\ithough this work provides a basis for budget estimates, it is necessary to the 
inning and execution of the construction program irrespective of preparation of 
Similarly, in other programs, the planning of activities 


rnal budget requests 
are an essential part of program admin 


the development of cost estimates 


ration. 
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PURCHASE OF SUPPLIES AND MATERIALS 


Mr. Puitiirs. What control do local officers have over the expendi- 
ture of money? I do not think you have quite the same problem as 
some national agency would have, but do you have any authority to 
purchase outside of the central office in the area? Could a manage; 
of one of these power stations buy supplies without any limitation 

Mr. Otiver. Our purchasing is largely centralized but there are 
some small field purchases that may be made. 

Mr. Puruiies. Does he have a limit? 

Mr. Ourver. Yes. 

Mr. Puruiies. What is the limit? 

Mr. Outver. There is a limit of $500. 

Mr. Puiuures. Is he limited in the kind of purchases he makes? 

Mr. Ourver. That is correct. 

Mr. Jonas. Could you tell me what percentage of your power sales 
are wholesale and retail? 

Mr. Kampmerer. TVA sells no power at retail in the normal sense 
of selling to a small consumer. We do sell directly to agencies like the 
Atomic Energy Commission and a dozen or thereabouts of industries 
who are very large power users—some very large aluminum and 
chemical plants. Other than that all sales are wholesale to the local 
distribution systems. 

Mr. Puitures. Thank you very much. 


Monpbay, May 18, 1958 


Revisep BupGer EstTiMAtEs 


WITNESSES 


GORDON R. CLAPP, CHAIRMAN OF THE BOARD 
JOHN OLIVER, GENERAL MANAGER 

R. A. KAMPMEIER, ASSISTANT MANAGER OF POWER 
JOSEPH C. SWIDLER, GENERAL COUNSEL 

JOHN H. CLARK, BUDGET OFFICER 


Mr. Puturps. The committee meets this morning to hear the justi- 
fications and requests of the Tennessee Valley Authority on the basis 
of the revised budget submitted to us under date of May 12 and 13 
both accompanied by letters signed by the Chairman of the Board 
Mr. Clapp, who is here with us this morning. 

May I say, Mr. Clapp, that this committee is very glad to see you 
back. 

Mr. Ciapp. I am very glad to be back, Mr. Phillips. 

Mr. Parties. I thought probably we should put in the record the 
letter of May 12 as well as the letter of May 13 with the supplementary 
figures which represent a revision of the original budget. 

(The letters and supplementary material referred to are as 
follows:) 
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TENNESSEE VALLEY AUTHORITY, 
Vay 12, 1953 
JoHN PHILLIPS, 
Chairman, Subcommittee on Independent Offices, Committee on Appropriations 
House of Re pre sentatives, Washington, ). ( 
weAR Mr. Puiturps: We have been advised today by the Bureau of the Bud 
that its review of TVA’s 1954 appropriation request has been completed 
rder to get the revised figures in vour hands immediately, we have out 
ew program in this brief memorandum. 
rhe revised budget calls for an appropriation of $190,822,000, a reductior 
533,000 from the figure of $254,355,000 in the budget now before your con 
The bulk of the reduction—$61 million—comes from our estimates for 
construction \ proposed new generating plant of two units at the Fultor 
orth of Memphis has been eliminated from the program and reductions have 
made in the estimates for power projects now under construction. Th 
d table summarizes the points at which reductions have been mad» 
are preparing a more detailed statement describing the changes in the 1954 
et program. We will send copies of these materials to vou as quickly as 
ble. 
Very truly vours, 
Gorpon R. CrLapp, 
Chairman of the Board 
| closure. 


Summary of revised budget program, fiscal year 1954 


Reduction 


tion of assets 
wer facilitie 
Projects under construction $191. 589, 000 7 000 
New facilities 
Fulton steam plant, units 1-2 30, 000, 000 30, 000, 000 
John Sevier, unit 3 &, 800, 000 
Kingston, unit 9 9, 000, 000 


Total power facilities 39, 000 ) 000 78, 389, 000 


\dditionsand improvements at completed projects 791, 000 000 1, 180, 000 
ition facilities Fi 000 000 260, 000 
tigations for future projects 7, 000 7, 000 200, 000 
cal facilities . 000 770, 000 872, OOO 
eral facilities a . 000 539, 000 , 
bution of administrative and general expenses , 495, 000 


lotal acquisition of assets 000 


m expenses 
Resource development , 377, 000 , 209, 000 
Other programs 5, 055, 000 5, 055, 000 
distribution of administrative and general expenses 000 500, 000 


otal program expenses 7, 932, 000 16 7, 764, 000 
ories and property transfers 5 O00 


rotal appropriation financed budget 54, 355, 3, 533, 190, 822, 000 


TENNESSEE VALLEY AUTHORITY, 
Knoxville, Tenn., May 13, 1952. 
JoHN PHILLIPS, 
Chairman, Subcommittee on Independent Offices, 
Committee on Appropriations, 
House of Repre sentatives, Was/ ington, dD. ¢ 
Dear Mr. Puiturps: In my letter of May 12 we indicated that at the direction 
f the Bureau of the Budget, TVA’s appropriation request for fiscal year 1954 had 
een reduced from $254,355,000 to $190,822,000—a reduction of $63,533,000 
We further indicated that supporting materials for the revised budget were being 
pared. These materials are enclosed: 
Statement in explanation of reduction in 1954 appropriation request 
2. Revised summary of appropriation financed budget similar to the statement 
appearing on pages 2 and 3 of our justification document 
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3. Revised schedule of obligations by objects, similar to the one appeari: 
page 187 of the President’s budget, 1954. 
We will be prepared to discuss the revised budget program with your committ 
at the hearing scheduled for May 18. If any further supporting statements a: 
desired, we shall be glad to supply them to you, 
Very truly yours, 
Gorpon R. Ciapp, 
Chairman of the Boar 


EXPLANATION OF REpUCTIONS IN 1954 APPROPRIATION REQUES1 
SUMMARY 


The changes in estimates occur at the following points in the TVA progran 
Acquisition of assets: 
Power facilities: 
Projects under construction $31, 000, O01 
New facilities: Fulton steam plant, units 1-2 30, 000, 00 


Total power facilities 61, 000, 00 
\dditions and improvements at completed projects 661, 000 
Navigation facilities 308, 001 
Investigations for future projects 87, O00 
(Chemical facilities 770, O01 
General facilities 999, OO 


Total acquisition of assets 13, 365, 000 
Program expenses: Resource development 168. OOF 


Total reduction 63, 533, 000 
POWER FACILITIES 


Of the reduction of $61,000,000 for power facilities, $31,000,000 is being ma 
in the estimates for power-generating projects underway and for transmi 
facilitie Some on-site work and certain commitments for permanent equipm« 
will be deferred but it is hoped that construction schedules (tied closely to t 
power requirements of AEC) can keep pace with the deliveries of major equiy 
ment items TVA has advised the Bureau of the Budget that should these re 
duced estimates prove too restrictive to maintain the most economical pace 
construction, we would request the Bureau to consider a supplemental appropr 
ation. 

\ reduction of $30 million results from elimination of 450,000 kilowatts 
new power capacity at the Fulton steam plant previously proposed to be start: 
in 1954. The program originally submitted to your committee as a part of 
President’s budget provided for 810,000 kilowatts of new generating capacity 
4 steam generating units—a new plant of 2 units at the Fulton site north 
Memphis and 1 new unit each at the Kingston plant and the John Sevier pla 
near Rogersville. The recent decision by the Bureau of the Budget eliminates 
150,000 kilowatts of capacity proposed at the Fulton site. The remaining wu 
will provide new capacity sufficient for half of the growth in demand which 
expect to develop during calendar year 1956. Therefore, in the winter of 1956 
power capacity as projected in this revised budget program will not only lack 
very small margin that had been included in anticipation of possible accelerat 
power requirements, but will fall short by about 165,000 kilowatts of prese: 
estimated power requirements in this region for which TVA is the exclu 
sup] her of power 


ADDITIONS AND IMPROVEMENTS AT COMPLETED PROJECTS 


item in the $661,000 reduction in this category is $420,000 
replacement of operating mechanisms for spillway gates at Wilson Dam. T! 
original 1954 estimate, based on preliminary studies, provided for the replac 
ment of hydraulic mechanisms for all 58 gates. Present plans, based on later 
design studies, provide for rebuilding rather than replacing the mechanisms f 
24 gates, installing new mechanisms for 28 gates, and leaving 6 gates in the 
present condition. The total cost of the job will be reduced from $1 mi 
to $600,000, and the 1954 estimate of $794,000 is reduced to $374,000 A reduc 
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of $206,000 results from deferral of planned shoreline improvement work for 
aria control in Kentucky Reservoir. Deferral of additional parking facilitie 
ie Wilson Dam powerhouse makes possible a reduction of $35,000 


NAVIGATION FACILITIES 


he 1954 estimate for continued design work for a new navigation lock at 
on Dam has been reduced from $252,000 to $126,000 The revised estimate 
vides only for sufficient progress on design work to permit the start of con- 
iction in 1955. An estimate of $132,000 for raising the lower lockwall at 
tersville Dam has been eliminated from the 1954 budget. The timing of 
project is related to other navigation improvements at Guntersville and the 
nned new lock at W ilson. Following deferral of construction work on the new 
on lock, it has been concluded that the Guntersville lockwall job can be 
rred until a later vear, probably 1957 An estimate of $98,000 for miscella 
is minor navigation facilities has been reduced by $50,000 through deferral of 
rt of the work originally planned for 1954 


INVESTIGATIONS FOR FUTURE PROJECTS 
rhe 1945 estimate has been reduced to $200,600, a reduction of $87,000 
CHEMICAL FACILITIES 


\ reduction of $770,000 results from stoppage of work on a demonstration-scale 
nitric phosphate production unit. Work on this project was started in 1953 but 
less than 20 percent complete 


GENERAL FACILITIES 


Estimates of transportation equipment needs, principally light and medium 
cks, have been critically reviewed in light of the changes for the major projects 
lescribed above. A total of 65 units, formerly scheduled for replacement, will be 
tained, and planned fleet additions have been reduced by 136 units. These 
anges result in a reduction of $496,000 in requirements for general faciliti 
changes in major projects also make possible a reduction of $43,000 in the 
mate for office facilities and equipment 


PROGRAM EXPENSES 


reduction of $168.000 has been made in the 1954 estimate for resource develop 


After this reduction, the 1954 estimates for all activities in this category 
cept tributary watershed development will be at or below the current level 


Summary of appropriation financed budget for fis 


In bud 


APPROPRIATION FINANCED OB 
ACQUISITION OF ASSETS 


ration, flood control, and power prog 

Projects contributing to power supply 
Boone 52. 000 
Fort Patrick Henry 16, OOF 
Additional hydrogenerating unit ), 971, 000 
Johnsonville steam plant 000 
Widows Creek steam plant 000 
Kingston steam plant , 549, 000 
Shawnee steam plant 37, 371, 000 
Colbert steam plant 30, 085, 000 
John Sevier steam plant $0, 207, O00 
Gallatin steam plant 24, 780, 000 
Fulton steam plant 30, 000, 000 


Total, projects contributing to power supply 122, 474, 000 


ransmission system facilities 
Additions and improvements at completed proj 
Navigation facilities 
Investigations for future projects 
Distribution of administrative and general expenses 


otal, navigation, flood control, and power progr 





Summary of appropriation financed budget for fiscal year 1954—Continued 


Revised 


ifferer 
estimate Differ 


In budget 


APPROPRIATION FINANCED OBLIGATIONS—Continued 
ACQUISITION OF ASSETS—continued 


nd munitions program 


642, 000 $872, 000 
ive and general expenses 44, 000 44, 000 


iministra 


d munitions program 686, 000 916, 000 
000 717 
, 000 ‘ 


000 
4,000 


000 726, 000 
issets, appropriation financed 28, 000 183, 063, 000 
EXPENSES 


flood control i 

m operations 000 ORR, BOD 
i-control operations 000 000 
nurpose reservoir operations - 000 3 000 


ibution of administrative and general expenses , 000 000 
il, navig on, flood control, and power progran , 795, 000 , 795, 000 


pment 929, 000 2, 422, 000 
inistrativ ind general expenses 7, 000 l , 000 


d munitions program ‘ ‘ , 000 2, 529, 000 


Resource dé I I 
Resource devel ne! q 000 2 +, 000 
Distribution of administrative and general expenses 30, 000 230. 000 


velopment program : , 000 2, 000 
General service a ; 
Maintenance of bridges financed by otherson T\ , 000 , 000 


lotal exper ippropriation fin 1 7, 932, 000 7, 764.000 


CHANGES IN WORKING CAPITAI 
5, 000 —5, 006 


ippropriation financed budget 254, 355, 000 190, 822, 000 


n budgetary expenditures ‘ 000 214, 800, 000 


Accrued ex pe nditures by objects, fiscal year 195 


Revised 


ian liga 
ation In budget estimate 


23, 104 


$120, 320, 839 
2, 648, 532 
18, 190, 346 

777, 614 

Rents i utility servic 5 7 , 629, 774 
Printing and reproducti 2, 92, 650 
Other contractual services ; 12, 162, 488 
by 1e 713, 6, 713, 800 


r 

Services performed 
Supplies and materials 474. 755 83, 002, 755 
Equipmen O89 86, 084, 419 
Lands and structures aside 2, 228, 2, 009, 950 


Grants, subsidies, and contributions 7, 820, 068 
Refunds, awards, and indemnities ¢ 79, 835 | 
Interest 593, 593, 000 
Taxes and assessments 876, 863, 930 


Total obligations 423, 343, 890, 000 
Deduct change in inventories and property transfers , 626, 4, 626, 000 
Add change in unliquidated obligations 4 55, 236, 000 


Total accrued expenditures 2, 55 394, 500, 000 — 28, 058, 00 
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Mr. Parties. Now, in general, to boil it down to a few figures, 
the original budget request was for $254,355,000 of Federal money; 
that is, of appropriated money. The reductions amount to $63,533,000 
which makes a net request in the budget before us this morning of 
$190,822 ,000. 

Mr. Clapp. Did you want to make a statement? 

Mr. Cuapp. | would like to summarize the budget situation. 

Mr. Putuurrs. Proceed, sir. 


GENERAL STATEMEN’ 


Vir. Crapp. This revised budget, as is apparent on its face, shows 
is greatest reduction, and in fact practically all of it, in connection 
with the construction program for power-supply facilities. You will 
notice from the breakdown supplied in my letter to Mr. Phillips that 
of the reduction of $63,533,000, $61 million comes out of our previous 
estimates for power-supply facilities. About half of the reduction 
comes from a deferral of obligations which a reexamination of our 
onstruction program now under way indicates may possibly be 
made without jeopardizing schedules for our projects now under 
construction; $30 million comes from the elimination of units 1 and 
2 at the Fulton steam plant, which was to have been a new plant to 
be started in 1954. I think it is also apparent from a reading of the 
statement that analyzes these figures, that we have not found it 
possible to revise the estimate of our power-peak requirements for 
the late fall of 1956 and the early winter of 1957 for which this pro- 
cram was originally drawn. Therefore, Mr. Chairman 

Mr. Puivurps. Translating that into simpler language, you mean 
that you have allowed yourself on all of these programs a certain 
margin and that you are not sure what your marginal power situation 
wil be 3 years ahead on the basis of the revised budget. Am | 
rht about that? 

Mr. Cuapp. Not exactly, Mr. Phillips. What I was trying to say 
that we have found no basis for revising our estimates of power 
quirements that will have arisen in the valley by 1956. 

Mr. Patiuirs. When you say, “power requirements’ you include 
both those requirements which might be for Federal use, and those 

quirements which might be for industrial or private use. 

Mr. Ciapp. That is right. Home and farm use as well as business 
and commercial, industrial and Federal and other national defense 
loads 

Therefore, the situation which this budget contemplates is a defi- 
cleney in power supply in the late fall of 1956, and the early winter of 
1957. As our statement points out, any margin would be wiped 
out and there would be a deficiency which we estimate will be about 
165,000 kilowatts. Now, the remainder of the reduction, as is set 
forth in detail in the statement attached to my May 13 letter to the 
chairman, is reflected through the remainder of the program financed 
from appropriated funds. The statement deals with those reductions 
specifically, and we are, of course, prepared to supply further infor- 
mation about what has been taken out or what is left. 

Mr. Puiturps. The plants taken out, Mr. Clapp, are on your map 
back of you against the wall, and are the two most westerly additions 
which were to be in a completely new development over near the river. 
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Mr. CLapp. That is correct. The sites 

Mr. Puitures. In the area of Memphis? 

Mr. Cuapp. That is right, sir. 

Mr. Patties. Not all of that was intended for defense use. That 
was intended also for private use in the Memphis area. 

Ir. CLapp. That is generally correct. It had been intended as a 
new facility to add capacity to our total svstem to be available fo: 
all of the needs of the Tennessee Valley area and was to be located 
in that part of the rezion in order to be most useful for those loads 
the western part. 

Mr. Puatiures. That raises in my mind—TI do not want to interrupt 
vou—do you have a more extended statement or do you want me to 
ask questions? 

Mr. Cuappe. At vour pleasure 


SUGGESTION THAT MEMPHIS FINANCE STEAM PLANTS TO MEET Its 
REQUIREMENTS 


Mr. Puiturpes. Theat raises right here a question which was emphia- 
sized by hearings with some of the mavors and city officials, the Gove: 
nor of the State of Tennessee, and so forth, who were here last wee! 
They made the statement specifically that the TVA has exclusiv: 
right to furnish the power in the Tennessee Valley, exclusive righ 
under the law; that we had created a monopoly barring anyone els 
who even wanted to furnish capacity or furnish power in that area 

Second—and I will ask both questions at once—the other thing 
in mv mind is, does the law or does anything in the TVA setup 
prohibit the city of Memphis from making a powerplant of its own? 
There are lots of cities in the United States that do that. 

Mr. Cuaprp. Yes, I am aware of that fact, Mr. Chairman. Answer- 
ing your second question first, there is nothing in our law or any 
other law that I know anything about that would prevent the city 
of Memphis from building a plant or plants to supply its own power! 
needs. We do have a contract with Memphis which makes us re- 
sponsible for their power supply. Of course, when you go into an 
examination of the economic desirability of individual cities building 
plants suited only to their needs for the supply of electricity, you 
run into questions that are extremely difficult for localities to dea! 
with because smaller units mean less efficient plants which means 
more expensive electricity. The great asset that has been built into 
the Tennessee Valley in this power system is the effective and eco 
nomical use of fuel and water resources. Here an agency for the 
region was able to achieve the advantages of dealing on a large scal: 
with the resources of that area, combining waterpower and coalpower, 
and integrating them into a single system through a network ol 
transmission lines. 

Mr. Putiuips. You are able to do it provided the Federal Govern 
ment continues to invest public funds in a reimbursable investment 
in the growth and development of the Tennessee Valley through this 
policy. 

Mr. Criapp. All of that money, Mr. Phillips, will be paid back by 
the consumers in Memphis and in other parts of the Tennessee 


Valley. 





Now, the first question that you asked, whether the TVA has 
acquired or been granted exclusive right to serve these communities 
and this whole region and whether we have, therefore, created a kind 
of monopoly, prompts this comment: That electric distribution and 

tric production anywhere in the country is by its very nature 
nonopolaetie the amount of investment that is required in electric 
service facilities in relation to the amount of revenue to be produced 
svery high. It is that kind of a business. It is quite different from 
he grocery business or some other mercantile business where most 
{ the investment is in products and the turnover is great. The 
atio of the amount of investment required to create a system like 
his or a system in California or North Carolina or New Hampshire 
any place 

\ir. Yares. Is what vou are saying that in the territory they serve, 
power utilities are monopolies because there are no competitors? 

\ir. Chappe. That is right. The point I was trying to underscore, 
\lr. Yates, was that the very nature of the business makes it necessary 
for them to be monopolies, if they are to be financially feasible 

\ir. ANDREews. The original cost of supplying power is so great 
that you cannot have competition. 

Mr. Ciapp. That is right. 

Mr. ANprews. If you split the profits from the sale of the energy 
tween twe companies, then it would not amount to much. I doubt 
f either one of them could operate at a profit. 

Mr. Tuomas. What bearing does that have on the chairman’s 
question? 

Mir. Yates. He asked about a monopoly. 

Mr. Tuomas. The question is whether or not there is anything in 

law that prevents the city of Memphis from building its own 
plant. 

\ir. Putuurpes. That is right. 

Mir. Yarns. That was the second half of his question. 

Mr. Puiturps. The clerk is looking up the statement of the wit- 
nesses Who were here the other day which, as I recall. was that in the 

ntract you write with the city of Memphis or presumably with your 
ther customers, that they may not make any provisions for their 
OW] power. 

Mr. Crapp. Yes. Let me be perfectly clear on that. Coming 
own now to the provisions of the contract we have with the munici- 
malities and rural electric cooperatives who buy power at wholesale 

om the TVA and retail it to the consumers; these contracts provide 
that we agree to supply and they agree to take; otherwise, we would 
ot have much of a contract 

\ir. Poinuips. Wait a minute 

Mir. CLapp. And, moreover, that they agree that they will get all 
f their power requirements from the TVA. 

Mr. Purtiures. That is a little different from the first half of your 
stitement. You agree to sell them a certain amount of power, and 
they agree to take it. That is a normal contract in business. But it 

is it not, a little peculiar that if they need additional power beyond 
hat they are wieadlin bound to you to buy that only from you? 

Mr. Kampmeter. That is not at all unusual in the utility business, 
\lr. Chairman; that is quite common practice in contracts between 
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private utilities and municipal systems, partly in order to protect th 
utility’s investment. 

Mr. Puitires. That is, an additional amount of power shal! be 
purchased from the original provider? 

Mr. Kampmerer. That isright. In order to achieve the economies 
of the sort of situation that brings about monopoly in utilities. 

Mr. Jonas. What happens if private utilities make such a contract 
with municipalities and the private companies fail to supply the full 
requirements? 

Mr. Kampmeter. The private utility thereby undertakes an obliga- 
tion to supply and if it does not, it may be in deault on its contract 
For that reason, there may be qualifications of one kind or another i) 
the contract, but in many cases the basic understanding is one of 
supplying whatever is needed 

Mr. Puiuurps. I had no thought to labor this particular phas 
of the situation but in order to make the matter perfectly clear to 
those who should some day read these transcripts of hearings, | 
have a quotation here from Mr. Finley, Mr. Cotton inquiring of \{: 
Finley regarding the situation in the valley, and I quote Mr. Finley: 

Oh, ves; I think the Federal Government has a legal and a moral responsibilit 
to continue its partnership with us in the Tennessee Valley in this power progra 
We are bound to purchase our supplies, that is, our municipalities and cooperatiy 
from the Federal Government. We cannot buy from anybody else. Ther 
an exclusive contract. 

I do not think there is any misunderstanding about it. Then 
the Honorable Frank Tobey who is the mayor of Memphis, also in 
reply to a question making this statement, and I quote: 

In 1935, the city of Memphis signed a contract with the Tennessee Valley Au- 
thority, a Federal agency designed to supply all the power needed in the area 
served. This contract provides that the city of Memphis shall take all of its 
power from the TVA. The city of Memphis has made investments in electri: 
facilities, plants, and other assets of roughly $5154 millior 
$51,735,000, and so forth. Then he goes on to say that this was mad: 
in the belief-that the integrity of the Federal Government was beyond 
question and they would keep supplying the power. 

I would like to suggest to the committee and to you that there is 
Mr. Clapp, a very peculiar similarity between two agencies which 
come to this subcommittee for their respective budget, respectiv: 
appropriations, the Veterans’ Administration and the TVA. Thi 
Veterans’ Administration builds hospitals, and the provisions of th« 
law, the intent of Congress, is that all veterans having any service- 
connected injuries, even remotely connected with it or questionabl: 
shall have hospitalization. Then the Congress said, all non-service- 
connected veterans who have anything the matter with them, no 
matter if it has no relationship to their war service, may receive treat 
ment in these hospitals providing there is a bed available. 

Now, the Veterans’ Administration in recent years bas interpreted 
that to mean that if a nonservice-connected veteran comes to a 
hospital and there is no room, that they have what they would con- 
sider an obligation to go out and rent a bed in some other hospital 
to put a non-service-connected veteran in. That is an argument 
between the Veterans’ Administration and between this committee. 
It is not quite as simple as I stated. I have oversimplified it. 
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Now, here is the TVA which set itself up as a hydroelectric develop- 
it and now proceeds to supply power all over a tri-State area and 
vy, in the city of Memphis, or in other cities there, raises a question 
poliey which perhaps is beyond this committee to decide, the 
stion being, is the United States required to build more and more 
m plants to furnish power to people because the amount of hydro- 
tric energy has run out and it seems to me that in some of these 
is on the basis of the experience of California and the Western 
tes, that these cities might well build their own electrical plants 
| furnish their own distributing plants. 
Mr. CLapp. Would you give me a moment to comment on that. 
Mr. Puriures. Yes; I would be very willing. 


GROWTH OF TVA 


\ir. Capp. Of course, 20 years ago—and today is the anniversary 
f that event—the C ongress enac ted and the Pr ssident signed ¢ 1 law 
iat created the TVA. Certain provisions in that law defined our 
responsibilities and one of those responsibilities was to get from that 
er through construction of a series of dams the maximum amount 
power that we could find and that we could engineer from it without 
triment to the maximum amount of flood control and navigation 
hat river—a multiple purpose system of dams, in short. 

Phe law further provided that we were to make that power available 
vithin transmission distance of the dams to those nonprofit groups 
hat expressed an interest and put themselves in readiness to take it. 
Now, through the thirties, while we were building dams, these com- 
munities, dozens of them, one after another, faced up to the question 
What do we war it to do with respect to provision of our power s ipplies 

the future? Do we want to continue to extend franchises to the 

ivate companies that are operating or serving here in our communi 

s, or do we want to continue to operate our own little municipal 
lants, or do we want to ay power from TVA? Some ol those com- 
munities in the Tennessee Valle ‘V and in the present TVA power ser 
rea had their own — They were municapally owned pl 
n many instances. To be brief about it, referenda were held in those 
ommunities, whether they had their own electric plants or were 
served by private utilities. Memphis, for example, voted 17 to 1 to 
buy out the private utility company—to acquire its own distribution 
system by floating bonds to buy it—and to enter into a contract with 

TV A to be supplied power from the TVA to meet the needs of 
\fi eetighie then and for the future. 

Now, those contracts have terms of years and they will expire and 
ill be subject then to renegotiation and renewal. But the point I 
vant to make is that the situation that now exists in the Tennessee 
Valley is not something that the TVA dreamed \ ip all by itself. The 
ongress enacted the legislation; the President signed it. And the 
Congress has year after vear made appropriations that have gone into 

de ‘velopme nt of this great system. Cities, encouraged by the 
xpressions in that law, and TVA, in the diligent prosecution of the 
sponsibilities entrusted to it, entered into power contracts Those 
munities are making very large investments in their own dis- 
bution systems. All these steps have now brought about a situation 
ere we are responsible for that power supply. 


( 
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LEGAL AUTHORITY FOR CONSTRUCTION OF STEAM GENERATING PLANTs 


Mr. Tuomas. I have looked over the act a good many times. |x 
there any place in the act that you can put your finger on where tly 
term, “steam plant”’ is used? 

Mr. Criapp. Oh, yes. 

Mr. Puiuures. Eliminating recent appropriation bills. 

Mr. Tuomas. I am talking about the original act. 

Mr. Puitups. Talking about all the suggestions, discussions. 

Mr. Tuomas. I am talking about the original act. Can you put 
your finger on those instances? I have not been able to find them 

Mr. Puituips. Either in the enactment itself or the original dis- 
cussions regarding the TVA. 

Mr. Crapp. Yes; there are references. I will find them just as 
quickly as I can run through this. 

Mr. Tuomas. In the original act. 

Mr. Cuapp. In the original act. One of the obvious reasons why 
there had to be references to steam plants was that there was a steam 
plant already owned by the Government at Muscle Shoals that had 
been built during the earlier period. 

Mr. Tuomas. Can you put your finger on those instances? 

Mr. Ciapp. Two are in sections 14 and 15 of the original TVA Act 

Mr. Yares. May those be read into the record if Mr. Clapp has 
them at hand? 

Mr. Puiuurps. | think so. 

Mr. Tuomas. Under this annotated code, I do not think we 
have— 

Mr. Yates. What are you referring to, Mr. Clapp? 

Mr. Cuapp. I am referring to sections 14 and 15 of the Tennessee 
Valley Authority Act of 1933. 

Mr. Tuomas. Sections 14 and 15. I will read into the record the 
applicability under sections 14 and 15. 

Section 14 deals with what? 

Mr. Ciarr. The first paragraph deals with evaluation of dam No. 2 
and the steam plants at the nitrate plant that were turned over to the 
TVA. 

Mr. THomas. That is Government property that was bought? 

Mr. Criapp. That is Government property that was built by the 
Government aad turned over to the TVA at the time the TVA was 
set up in 1933. 

Mr. Tuomas (reading) : 

The Board shall make a thorough investigation as to the present value of dam 
No. 2 and the steam plants at nitrate plant No. 1 and nitrate plant No. 2 and 
as to the cost of Cove Creek Dam, for the purpose of ascertaining how much of 
the value or the cost of said properties shall be allocated and charged up to flood 
control, navigation, fertilizer, national defense, and power development. 

Findings thus made by the Board when arrived at by the President of the United 
States shall be final 
and so forth. 

Does this deal with purely an accounting matter? 

Mr. Crapp. That is the provision that set up the procedure for 
allocation. 

Vir. KamMpMereR. If you continue in that same section, Mr. 
Thomas, the last sentence, I believe, may also be of interest to you. 

Mr. THomas. Which reads: 

In like manner the cost and book value of any dams, steam plant, or other 
similar improvement hereafter constructed and turned over to said Board fot 
the purpose of control and management, shall be ascertained and allocated. 
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In what reference is the use of steam plants there? Who is going 
to do the constructing, and so forth? Does it say? 
\ir. Kampmerer. Excuse me. At the time the act was written, 
yas not definitely determined whether 
\ir. Tuomas. Does that have some reference to cities and munici- 
palities in days to come that might build a steam plant and, unde 
your right to purchase property, that you might purchase it and then 
it merely throws that in for accounting purposes? Is that what it 


) 


is 


lt 


\ir. Kampmerrer. No; I think not, because at the time that the 
TVA began operation it was not clear or determined as to whether 
TVA would build its own dams and steam plants by force account 
or Whether they might be built for TVA by the Army or the Depart 
ment of the Interior, or some other agency; and this language, [ 
believe, is used in that connotation. 

\ir. Toomas. What does section 15 deal with? Is there any clear 
statement or admonition in the law for the TVA to build steam plants 
in the interest of navigation, flood control, or generation of power? 
That is what I am getting at. What does section 15 deal with? 

\Ir. Cuapp. Section 15 is a bond-authorization provision that 
was 

\ir. Tuomas. In section 15, I read this: 

In the construction of any future dam, steam plant, or other facility to be used 

vhole or in part for the generation or transmission of electric power, the Board 

by authorized and empowered to issue on the credit of the United States 
o sell bonds not exceeding $59 million in amount having a maturitv not 


ore than 50 years at interest not exceeding 3% percent on all such bonds so 


d 


What does that section deal with? Does this look to the purchase 
of existing steam plants in the area that you intend to take over or 
what? 

Mr. Cuiapp. As it says, Mr. Thomas, 


the construction of any new dam, steam plant, or other facilities to be used 


whole or in part for the generation or transmission of electric power. 

[ am not a lawyer but—— 

Mr. THomas. What did this $50 million limitation apply to, all 
three? 

Mr. Cuapre. The $50 million was authorization to apply to all—to 
issue and sell bonds for the purpose of financing construction at that 
time. 

Mr. THomas. That section is not applicable now, 1s it? 

Mr. Crarp. No, but you were asking for the provisions in the 
original act which referred to steam plants. 

Mr. THomas. Yes. 

Mr. Ciapp. This refers to it not vaguely but “in the construction’’ 
of future dams and steam plants. 

Mr. Tuomas. Is there any other reference to steam plants other 
than in sections 14 and 15? 

Mr. Pariuies. While you are looking that up, let us say for the 
record that what you are quoting from is a reprint of Public Law 
No. 17 of the 73d Congress, Ist session, which was at that time H. R. 
5081, and which was signed on May 18, 1933, and became 48 Stat. 58. 
It is the Tennessee Valley Authority Act with subsequent amendments, 
And you are quoting from the section which appears on page 22 of 
the booklet. 





130 


Mr. Tuomas. Before you leave that subject, Mr. Chairman, ther 
is one question that I would like to ask. 


Mr. Puiures. Yes, Mr. Thomas. 


COMPARATIVE COSTS OF CONSTRUCTION OF STEAM UNITS BY TVA ANp 
MEMPHIS 


Mr. Tomas. And have rather succinctly answered. What js 
there to prevent the city of Memphis building this steam plant and 
operating it just about as cheaply as you can operate it? 

Mr. Cuapp. Let me give a brief reply to it and then I would like 
to ask Mr. Kampmeier to elaborate on it a little bit. 

I think, if Memphis were to elect to build a steam plant, it would, 
by the nature of its particular load, have to build one with smaller 
units than we would build. A steam plant with smaller units is a 
more expensive steam plant for power production. 

Mr. Tuomas. Spell that out. Why would they have to build 
smaller than you would? 

Mr. Kampmergr. The Memphis load is expected, within the next 
3 years, to be 400,000 to 500,000 kilowatts. The capacity of t] 
Fulton plant which we had proposed would begin with 2 units with a 
combined capacity of 450,000 kilowatts. 

Now, that plant would be used in connection with Memphis load 
and loads over a good deal wider area; but, to oversimplify a little 
bit, if you think of it for the moment as related to the Memphis load 
in the way that you are speaking about, if the city were to build 
an individual plant, for its purposes, of 500,000-kilowatt capacity 
to serve a 500,000-kilowatt load, every time either of those 2 
generating units is out of service, for maintenance, repairs, or outage 
of any kind, they would have only half the power they needed 
Therefore, they would have to have, as a minimum, a third 

Mr. Tuomas. Suppose you built it and the plant goes down, where 
are they going to get the power from? 

Mr. Kamemerer. We have, of course, an interconnected trans- 
mission system which permits us to get that power from anywhere 
on the system. That is a vital element in the system 

Mr. Tuomas. Could they not buy power from you when it goes 
down.? Can’t they use those same facilities that you are talking 
about now? You are going to start off with two units, are you not? 

Mr. Kampmeter. Yes. 

Mr. Tuomas. What is to prevent Memphis from only starting off 
with 2 units and, as demand grows, you are going to build 2 more units 
are you not? 

Mr. Kampmerer. If you are speaking not of Memphis building a 
plant to supply all its own load but of Memphis building a plant to 
help supply its load, you have a still different set of cireumstances- 

Mr. Tomas. The only different circumstances from what you 
have said so far is that you are doing it and the other fellow is not 
What is the difference between whether you do it or the other fello 
does it? You are going to start off by building two units. Let 
Memphis build two units. As time goes on and Memphis needs more 
power, you are going to build 2 more units, and why can’t Memphis 
build 2 more units? And if you want to avoid the circumstance 
that is attendant with many municipalities, the plant breaking down 
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d not having enough reserve power, I presume you are going to 


mils 


x in a high line from some of your other properties. Why can’t 
bring it in if that contingency happens? You can sell it to them 


\ir. KAMpMEIER. I am somewhat confused, Mr. Thomas, as to 
ther you are talking about our serving Memphis, or Memphis 
serving its own load. If you are talking about Memphis serving 
Memphis’ load, and they were to build a plant with two 250,000 kilo- 
vatt units, they would have to add a thied unit as a minimum to pro- 
vide spare capacity. That would mean they would have 50 percent 
reserve capacity. To answer the question you asked in the first place: 
der to avoid having 50 percent reserve capacity, they would go to 


ller units, and more of them. 


\ir. Taomas. What is to prevent you from bringing the high line 
ip there to take care of that contingency if it breaks down where you 

) serve them? 

Vir. Patties. Mr. Thomas, isn’t the situation just this? If 
\lemphis feels that all it can afford to spend and all the power that it 

ds, under the circumstances, would be supplied from 2 units, or from 

init, whatever it calculates it, then on what basis does the Federal 
Government go in there and say it can afford to spend more money for 
same use that Memphis already has? 

{nd are you saying that you would not supply 

Mr. Tuomas. Both sides are anticipating a growth, and they will 
build 2 units now, and I presume this will eventually be a 6-unit plant, 
costing in the neighborhood, I believe, of $90 million—$98 million, 

\ir. KampMererR. Yes 

\ir. Toomas. Now then 

\ir. Purtures. Is Mr. Kampmeier saying if Memphis built their 
own plant that you would not offer a standby contract of some kind 
and supply them with power in case of a major breakdown or an 
overload? 

Mir. KamMpmerER. We would, of course, undertake to be cooperative 
to the maximum possible extent and help in any way we could. How- 
ever, if we are going to underwrite the supply of power to Memphis, 
if we are going to have the final responsibility for their having enough 
power when it is needed when units are out of service, then by far the 
most economical way to do that job is for us to have a plant in that 
general vicinity which is closely tied in to our system so that the load 
can be supplied from the system and not simply from that plant. It 
is hard for me to see how we could otherwise underwrite the responsi- 
bility. 

Mr. Tomas. Put it concretely. You are giving us a lot of words. 
How much saving would it be for you to build this plant as against 
Memphis building it and operating it itself? How much saving 
would there be? 

\Mir. Kampmerer. There would certainly be a saving of at least 10 
or 15 percent in reserve capacity alone, affecting the cost of power for 
Memphis, if the job is done from our integrated system rather than 
from an individual plant 

Mr. Tuomas. You have that system scattered all over the area. 
Other powerplants, power units, like the Southwest Power; they have 
reserve power that they sell to various municipalities. 
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Mr. Puruurps. I do not think that was an answer. In either case 
in the case of Memphis building it or you building it, they are not 
providing any 15 percent reserve capacity and you are not. They 
are not. You are providing it in the rest of your system. ; 

Mr. Kampmerer. That is right. 

Mr. Puruuies. Why would not Memphis have that same reserve to 
fall back on to build it? 

Mr. Kampmerer. The way we get that reserve in the system is by 
building these plants. If we did not build these plants, we would 
not have such a system and such reserves. 

Now, I think the point is illustrated, if I might digress from 
Memphis for a moment, by service to the Atomic Energy Commis- 
sion. We are providing service to the AEC with less reserve capacity 
and therefore less cost to the AEC and to the Treasury through 
having as large and integrated a system as we have, than is possible 
in the case of the other AEC installations. That represents a distinct 
and direct saving to the Federal Government, made possible only by 
having a large and integrated system and the only way you get the 
system is by building the necessary plants to create it. 

Mr. Puriuies. Let me get back to the discussion of the budget, 
I think we will make some more distinct savings by that method than 
by this discussion around the table. I think it is an extremely im- 
portant discussion that we are having. 


REDUCTIONS IN THE Revisep BupDGET 


You have already discussed, Mr. Kampmeier, the item for steam 


plants. You have taken $30 million out of the units 1 and 2 of the 
proposed Fulton steam plant. You have taken out $31 million of 
other projects under construction, and you have given usa list of those 
in your letter of the 12th and the 13th, I take it. You have taken 
out $661,000 for contemplated improvements and additions; $308,000 
for navigational facilities; and $87,000 for investigation of future 
projects. How much does that leave in the budget for investigations 
for future projects? 
Mr. Cuiarp. That leaves $200,000. 


CHEMICAL FACILITIES 


Mr. Purmures. You have also taken out $770,000 for the chemical 
facilities, which I take for granted means the new chemical plant, 
nitrate-phosphate facilities, you call it, a little fancy name for a new 
production facility for chemical which all evidences indicate is not 
needed now and I think that is a very wise decision on your part to 
take it out. 

We have already appropriated $175,000 for that. Can you give 
me the amount of money that is not yet obligated in such a way that 
it cannot be recovered of the $175,000. 

Mr. Cuarx. That figure, Mr. Phillips, will run slightly over 
$100,000. We are now in process of terminating some contracts on 
that job and the total expenditures on this project this year will run 
slightly over $100,000. 

Mr. Paruurps. You mean that we have $100,000 recoverable, or 
$75,000? 
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Mr. CrarKk. About $75,000 under the current year estimate. 


Note by Mr. Clark: The latest estimate of 1953 obligations is $109,000, or 
¢66,000 under the estimate included in our justification materials.) 

Mr. Crapr. May I inject a comment right at this point, Mr 
Phillips? This does not necessarily mean a decision on the part of 

TVA that that plant will not be built at some future time provided, 
of course, the budget later should include it. 

Mr. Patiures. Well, I can only suggest as a man who lives in an 
irea Where fertilizer is such an absolute necessity that you completely 
reexplore the necessity of that particular facility under present 
fertilizer conditions. 

RESOURCE DEVELOPMENT 


Now, resource development, you take out $168,000. Will you 
explain to me, please, what you mean by resource development so that 
that will be in the record at this point? You are leaving in $2,209,000 
for resource development and you are leaving in $200,000 for investi- 
gations of future projects. 

Mr. Cuapp. The resource development 

Mr. Paiuurrs. It seems to me this might be a field for further 
economy. Weare trying very hard to balance the budget, and we like 
to have as much help as possible from the TVA 

Mr. Ciapp. The resource development phase of our work, Mr. 
Chairman, is described in considerable detail in the justification, 
beginning at page 58. 

Mr. Purwures. Of the original justifications—and that page was 
put io the earlier hearings and will appear in the hearings which, by the 
way, Mr. Clapp, will be all bound together. We will have all of the 
several times you have been up here, the TVA representatives have 
been up here, bound together in the hearings. I suggest that the 
members of the committee turn to page 58 and see just what that 
$2,209,000 is intended for without my asking any specific questions. 

Mr. Cuiapp. The text from page 58 through page 80 of the justifica- 
tion, which I believe is in the earlier hearing record, describes it in 
detail. 

Mr. Puriurpes. The entire text was not put in. I think the staff, 
your staff and our staff, worked it down to a slightly abbreviated 
statement. We did not put the entire book in. 

Now in the travel fund 

Mr. Cuapp. Before you go to that, Mr. Chairman, may I make a 
general summary on the resource-development activity? That group 
of activities that the TVA carries on with this $2 million is one that 
we have described and discussed many times with this committee and 
it deals primarily with those activities in the field of agricultural 
development, forestry conservation and use, and minerals develop- 
ment—research in those fields, carried on primarily with the agencies 
of the States in the Tennessee Valley, and in collaboration with the 
agencies of the Federal Government that have a similar interest in 
those subjects. 

Mr. Anprews. That is the plant you operate at Muscle Shoals, is 
it not? 

Mr. Crarp. That appears in a different category, Mr. Andrews. 
The fertilizer and chemical plants appear in a different category. 
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We do use their products in some of the research and cooperative 
programs, and the resource-development programs have a direct bear- 
ing upon the effectiveness and ultimate value of the test demonstratio; 
work and the fertilizer program, out of which comes new types o| 
chemical fertilizers. 

This item, I think, is much more important than the amount ma 
suggest, whether you consider the amount large or consider it smal] 
in the total of our budget. It is through these activities that w: 
are actually getting the States to put more money into their own 
programs that deal with the better development of the resources 
within their borders. 

Mr. Jonas. The thing that worries me, Mr. Clapp, is the fact that 
in this valley area, the Federal Government is asked to spend a | 
of money developing the natural resources, agricultural, forestry, and 
minerals, as you have described, yet that same resource development 
in other areas of the country is carried on by other agencies of the 
Government; for example, the Department of Agriculture handles 
forestry; we have forestry development in parts of the country other 
than in the TVA area. It strikes me that there is a lot of duplica- 
tion of effort and expense, and I am wondering why the Department 
of Agriculture cannot handle the development of the agricultural 
resources of this area just as it does in North Carolina. 

Mr. Ciarp. We think this is a better way, to give a short answe1 
Let me illustrate why the problem of duplication really does not exist, 
to the best of our ability to eliminate it. The United States Depart- 
ment of Agriculture does have programs within the States that mak« 
up the Tennessee Valley area. We collaborate with the United States 
Department of Agriculture in figuring out what things in the field of 
agricultural development they most appropriately should do with the 
States and what things we most appropriately should do. In th 
field of mineral-resource development, for another example, the Bureau 
of Mines has research and investigative programs that go into thos 
problems. And we sit down with the Bureau of Mines’ people and 
they outline the scope of their work and we relate to them the prob 
lems that we and the States are interested in, in order to make sure 
that there is not any duplication of work. 

Mr. Jonas. There is no curtailment of the activity of the United 
States Department of Agriculture in Tennessee, is there? Do they 
not carry on the same programs that they would have carried on and 
the same sort of programs they carry on in other States, and is not 
this an extra, superimposed activity that we might well get out of? 

Mr. Ciapp. | think it is more intensive, yes, and therefore gets a 
more precise result. 

Whether it would save money to take the TVA out of this type of 
activity and assume that the Federal dollars that go into this would 
go through the centralized Federal agencies, is ‘another question. 
The work we are doing, for example, in the pilot-plant investigations 
in small watersheds, I think, offers promise of suggesting a very effect- 
ive way to carry on small watershed programs at minimum cost to the 
Federal Government. TVA is providing initial leadership and stimu- 
lus to local groups who are to bear the primary responsibility, financial 
and otherwise. We believe that this approach may have application 
in other parts of the country and will result in a more effective program 
and at much less expense in the long run to the Federal Government 
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than may take place in the way those small watershed programs are 
going in other parts of the country. 

Mir. Jonas. We are getting ready tomorrow and Wednesday to 
ppropriate a lot of money for soil conservation and watershed 

velopment through the Department of Agriculture. 

\ir. Cuarp. Of course, the United States Department of Agricul- 
ture has frequently complained that the presence of the TVA in the 
fennessee Valley has kept soil-conservation programs out. Whether 
vou view that as a saving of Federal expenditure I do not know. 
We actually have not kept them out or tried to keep them out. But 
we have argued with them about the best methods of working with 
the State agricultural agencies and with the farmers in getting the 
best kind of soil-conservation programs going. 

Mr. Jonas. Does that not bring up the question as to who is more 
ompetent to handle soil conservation, the TVA or the Department of 
\criculture? 

\r. Cuapp. It may, with respect to those problems in the Tennessee 
Valley. 

TRAVEL 


Mr. Puiuipes. I have just a couple more questions. ‘The first is, 
Mr. Clark, did you make me a breakdown of your travel expense 
between administrative travel, maintenance and construction, or 
however? 

Mr. Cuarx. I have those figures here, Mr. Phillips, and I would be 
clad to put them in the record. 

The figures referred to are as follows:) 


Trave l, obje ct O2 


{In thousands of dollars] 


In budge 


ition and maintenance of dams, reservoirs, steam pl 


n lines, and substations 
iction of transmission lines 
uction of dams and steam plants 
ical operations, resource development, 


s for ot 


ints, trans 


an eneral expenses 


ravel, object 02 


The above figures for administrative and general expenses cov 


itegory; they do not cover minor amounts of travel which are charge¢ 
} 


Mr. Puaiiures. Now, we asked you the other time about the pur- 
chase of an airplane and are you in favor of that? 

Mr. Crapp. Indeed I am. 

\Ir. ANpDREws. You do not want another one, do you? 

Mr. Cirapp. Yes; we must continue to get around and I do not 
ntend to stay put in one place. 

Mr. Puixurps. Also automobiles. I think the answers to those are 
in the original hearings. Is there any change in them? That is, 
between then and now? 
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Mr. Ciark. No, sir; there is no change in the estimate for auto- 
mobiles. 

Mr. Puruutes. I have only one other question which I will resery, 
until after the other discussion on the budget. 

Mr. Cotton, have you any questions? 


PROPOSED NEW STEAM UNITS 


Mr. Corron. I just wanted to refresh my own memory and mak 
sure that the record shows in simple form. In your original budget 
you were seeking funds for four new steam plant units, not neces- 
sarily new steam plants but new units. Two of them have now 
been eradicated and that accounts for $30 million. Now, that leaves 
the new units at Kingston and Sevier. 

Mr. Cuapp. Yes; Kingston and John Sevier. 

Mr. Corron. The cost of those two units is how much? 

Mr. Crapp. For 1954, the two would require an expenditure of 
about $17,800,000. 

Mr. Corron. So that the two that have been taken out of the 
budget constitute more than half of the budget, halt of the cost of 
the new steam plant installations in your original budget. 

Mr. Crapp. As scheduled for expenditure in 1954. Of course, in 
order to complete that summary, I might add that the 2 units re- 
maining in the budget, the 1 at John Sevier and the 1 at Kingston 
total 360,000 kilowatts capacity. The two Fulton units that have 
been eliminated—which would have been the new plant—eliminate 
450,000 kilowatts of capacity. 

Mr. Corron. So that as a generalization, of course there is an 
oversimplification, referring only to new steam-plant capacity, the 
revised budget eliminates approximately what percentage? 

Mr. Ciapp. Close to 60 percent. 

Mr. Puiturrs. What is close to 60 percent? Previously, testimony 
has indicated that you have between 62 and 64 percent by steam at 
the conclusion of the program in, we will say, 1954. 

Mr. Criaprp. I thought he was asking how much of the original 
1954 addition has been eliminated. 

Mr. Corron. I am not talking about what is already there. 

Mr. Kampmeter. Fifty-five or fifty-six percent of the capacity we 
proposed is eliminated if the Fulton units are eliminated. 

Mr. Corron. When you qualify the answers to my questions by 
saying, referring only to what was contemplated expending in 1954, 
will you amplify that from the standpoint of completing these units, 
what was to be the cost of each of the four units originally contem- 
plated? 

Mr. Cuark. The total cost of the Fulton plant would be $90 
million for the two units. The third unit at John Sevier would be 
$29 million. The Kingston unit No. 9 is $26 million. The total cost 
for the four units would be $145 million. Elimination of the Fulton 
units removes $90 million out of $145 million. 

Mr. Kampmerer. That is about 62 percent. 

Mr. Corton. Just to complete the point that I wanted to get in 
the record, may I ask, Mr. Clapp, am I correct that the 2 steam-plant 
units that are omitted today from your revised budget, namely, the 
Fulton funds, were to be a new installation while the 2 remaining 
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in the budget, Kingston and John Sevier, were new units to be added 
to the sently existing steam plants? 

Mr. Cuapp. Yes; added to plants new under contsruction. 

\ir. Corron. Under construction; yes. 

That is all I wanted to ask at this time, Mr. Chairman. 

Jonas. Mr. Kampmeier, where is the nearest private utility 

r to the proposed Fulton plant? 
KAMPMEIER. Immediately across the river from Fulton. The 
cansas Power & Light Co. serves there. It is part of the middle 
south system, which also serves western Mississippi and Louisiana. 

\Ir. Jonas. How do they get their power across the Mississippi 
liver? 

Mir. Kampmeter. They have transmission lines crossing over the 
Mississippi River between Mississippi and Arkansas. 

Mr. Jonas. Mr. Kampmeier, when you were here before, did you 

tell us that the Mississippi River presents an almost impassable 
rrier for power as a reason why private utilities could not supply 
power at Memphis? 

\lr. KAmpmetrer. I did not intend to, Mr. Jonas. As I reeall, | 

vy be remembering it incorrectly, but as I recall, you were asking 
as to Whether we would not want to serve communities in Arkansas 
or something to that effect, and the point that I believe that I tried 
to make was that you do add very considerably to the cost of power 
supply when you have to cross a river like the Mississippi. There 
sno question about that. It does add very considerably. We have 
a crossing at Memphis through which we interchange power with the 
middle south system. That river crossing is a very expensive prop- 
osition. We are currently having to replace one of the towers 

\Ir. Jonas. You do exchange power with the Arkansas company? 

Mr. KAMpMEIER. Yes. 

Mr. Jonas. What is the nearest plant that produces power across 
the river in this Arkansas system? Don’t answer it if you don’t know 
offhand. 

Mr. Kampmeiger. I would have to check my recollection, but I 
believe they have a plant about 125 miles west of Memphis. The 
mide : south system also has a new plant they are building east of the 
river in Mississippi near Cleveland, Miss. 

ae as 1s. How far is that from Memphis? 

Mr. Kampmerer. I will show you on the map where it is. Cleve- 
land is right here. 

Mr. Jonas. Is that a new steam plant being constructed now by the 
Arkansas company? 

Mr. Kampmetrer. By the Mississippi Power & Light Co., which is 
part of the same system. That is about 100 miles. 

Mr. Jonas. Within transmission distance? 

Mr. Kampmeter. Certainly power could be transmitted that 
distance. 

Mr. Jonas. How close to Memphis is your nearest installation 
eliminating the Fulton plant? 

Ir. KAMPMEINR. About 100 miles away. 

Mr. Jonas. The new plant, then, under construction at Cleveland 
is closer to Memphis than your plant? 

Mr. Kampmerer. About as close. 
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Mr. Jonas. What is the situation at John Sevier? Where is the 
nearest private utility that operates in that area? 

Mr. Kampmerer. The private utility that operates nearest to Johy 
Sevier is the Kingsport Utilities Co. which operates in Kingsport. 
Tenn. At this point, sir 

Mr. Jonas. Hydroelectric or steam? 

Mr. Kampmerer. Steam plant. Most of their power comes by 
transmission from the Appalachian Electric Power Co. which operates 
in West Virginia, and southwest Virginia. 

Mr. Jonas. How far is Kingsport from the Sevier location? 

Mr. Kampmerer. Not more than about 30 miles. 

Mr. Jonas. That is all, Mr. Chairman. 

Mr. Puatuires. In order that we may get that all together noy 
the Fulton steam plant units were new and were unit No. 1 and unit 
No. 2 that were estimated to cost $30 million and that has been 
withdrawn in the revised budget. The John Sevier unit was No. 3 
and has been left in the budget and is estimated to cost $8,800,000 
and the Kingston is unit No. 9 and is estimated to cost $9 million 

Mr. Kruecer. Mr. Clapp, at the beginning of the hearing you 
stated that you were under contract with Memphis to furnish power 
to that city. 

Mr. Crapp. That is correct, sir. 

Mr. Kruecer. Then you said that there is no law against permitting 
Memphis to build its own powerplant. 

Mr. Cuapr. That is right. I said there was no law to my know!l- 
edge that would prevent Memphis from building its own plant. 

Mr. Kruncer. It seems to me that you have tied up Memphis 
with a contract to furnish power to it. Then it would seem foolish 
for Memphis to build its own powerplant since Memphis would have 
to pay you under this contract whether they take power from you or 
not. 

Mr. Crapp. I think it would be foolish for them to build their own 
powerplant, too, for the reasons that Mr. Kampmeier and I were 
explaining a-moment ago, that if they built a powerplant to meet 
their requirements, pledging their credit on the financing of such a 
plant, it would have to be engineered or tailor made to their require- 
ments, to their load. That would cull for a larger number of units to 
supply their capacity requirements. With a larger number of units 
those units would be smaller in size and being smaller in size, they 
would be less efficient than the larger units that we build on our system. 

Therefore, the power would cost Memphis more than they can get 
power from us for, provided we can continue to finance additions to 
our system. 

Now, | might just go on a moment if I could, from the line of 
quiry of Mr. Jonas, about the availability of other sources of power 
from private systems that are near Memphis. I hope this:committce 
understands that we have interconnections with all of the neighbor- 
ing uti ey svstems that operate around the edge of the area we cove! 
That means Arkansas Power & Light; it means Mississippi Power & 
Light. i means all of the companies in the southern system: Missis- 
sippi Power Co., Alabama Power Co., Georgia Power Co. It means 
interconnections with the North Carolina power group. It means 
interconnections with Mr. Sporn’s Appalachian Electric Power Co., 
which reaches into Kingsport, Tenn., and serves there through 
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gsport Utilities. We have interconnections with the Kentucky 

lities Co., to the north. 

Now, I hope that no one is under any illusions as to the availability 
of power from these neighboring utilities that would meet Memphis’ 

\blem or that would meet the Tennessee Valley’s problem for future 
growth. This whole southeast area is a shortage area. It has been 
tight for years and it is forecast for a tight situation. We have had 
not too easy a time trying to get power from these neighboring utili- 

; to meet the interim requirements of the AEC prior to the time 
vhen we could get our plants in operation that were built to serve the 
(EC. 

\fr. Yates. When you said you had not too easy a time, what do 
you mean? 

ir. Ctapp. I mean that the neighboring utilities are usually in a 
cht situation themselves. They did not have much extra power to 

into our system for the AEC and much of it was very expensive. 


FULTON STEAM PLANT 


\ir. Tuomas. This steam plant you call the Fulton plant, that is 
to serve Memphis and any other area outside of Memphis or the 
ounty in which Memphis is situated? 

Mir. Cuapp. Of course, the plant we are discussing, Mr. Thomas, 
namely, the Fulton plant, as you know, is not in our budget. 

\fr. THomas. It has been stricken. It was in the original budget. 

\ir. Crape. That is correct. It was in our orizinal budget. To 
answer your question, it was to help meet the requirements of the 
whole Tennessee Valley area which the TVA serves. 

\ir. Tuomas. The original amount requested but stricken from the 
budget was for $30 million to build two brandnew units and the 
ltimate completion cost would be a total of 6 units and approximately 
$90 million at the Fulton site, is that correct? 

\ir. Kampmerer. The ultimate cost of the 2 units was to be $90 

lion. I believe, perhaps, vou referred earlier to six units, and we 

| not get that cleared up. It was $90 million for 2 units 

Mr. Tuomas. Only 2 units but ultimate completion cost of $90 

lon, 

KAMPMEIER. Right. 
.. THomas. Are you now serving Memphis? 
. Crapp. Yes; we have a contract with Memphis. 
Tuomas. Who else is serving Memphis besides yourself? 
* Crapp. We are the sole source of electric power to the city of 
Memphis. 

Mr. THomas. How much of this total capacity of these 2 units will 
the citv of Memphis consume over, say, the next 6 to 8 years? Do 
vou contemplate that Memphis will take all the power produced in 
this plant? 

\ir. Kampmerer. Memphis will take more power within 6 to 8 
vears by a good deal than the power this 2-unit plant would produce 
However, it was intended to help supply the entire west Tennessee 
and northeast Mississippi area. 

Mr. Tuomas. Where is Memphis going to get the remaining power 
that it needs if it does not come from this plant? 
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Mr. K AMPMEIEI The power it needs above what it could vet trom 


the proposed 2 units, it would have to get it as it does now, over 
the transmission lines in which we have today a good manv milli n 
dollars invested, or as they become economical, from further units at 
Fulton. 

Mr. Tomas. In other words, you have high lines going into Mem- 
phis today and those same high lines can continue to serve Memphis 

Mr. Kampmeier. They can continue to serve Memphis with about 
the same amount of power we are now supplying them, but as Mem- 
phis’ loads grow and power is not provided as at a place like Fulton 
that would make necessary the construction of additional transmission 
lines that with Fulton would not be necessary. 

Mr. Tuomas. Suppose Memphis builds this plant with its own 
money and you still have your high lines going in there. You are 
not figuring on taking them down if Memphis builds its own plant, 
are you? 

Mr. Kampmerer. I hope not. We have a very large investment of 
a good many millions of dollars in them. 

Mr. Tuomas. Have the plans for this plant already been drawn? 

Mr. Kampmeter. No. Only the initial, preliminary general plan- 
ning studies have been made. 

Mr. Tuomas. Those initial plans could be turned over to the city 
of Memphis, could they not? 

Mr. Kampmerer. They could. 

Mr. Tuomas. Can you buy the machinery to go into these plants 
any cheaper than the city of Memphis can? 

Mr. KampMererR. No; presumably we would pay the same price 
anyone else would for that machinery. 

Mr. Thomas. Can you get labor any cheaper to construct this 
plant than the city of Memphis can? 

Mr. Kampmeier. Not as far as we know. 

Mr. Tuomas. You could, do you think, operate it any cheaper than 
the city of Memphis can once it is constructed? 

Mr. Kampmerer. Not the plant itself, perhaps. The main saving 
in operation would be through the manner in which that plant is 
integrated with the rest of our system, rather than in 

Mr. Tuomas. How much saving will it be to the citizenship of 
Memphis to use the power if you were to build and operate the plant 
as against if they were to build and operate it? You say they can buy 
the machinery as cheap as you can; that they can operate it as cheap 
as you can; that labor for them is as cheap as it is for you; how much 
saving are you going to give to the people of Memphis by your con- 
structing and operating this plant? 

Mr. Kampmeter. I was estimating a little while ago that it would 
be at least 20 percent saving. 

Mr. Tuomas. You said 10 or 15 percent. Now you are getting if 
up to 20 percent. Spell it out where that 20 percent is going to show 
up. 

Mr. Kampmetrer. I will be glad to try to do that. The city of 
Memphis, if it were to build this identical plant with these same size 
units would necessarily need to provide itself with reserve capacity in 
some Way. 

Mr. Tuomas. You already have your high lines going in there and 
vou told me a while ago that you were not figuring on taking them 
down if they built this plant, so why should they make an additional 
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st or investment for reserve power when you have your high lines 
going in there right today? You said you were not going to tear 
them down; you were going to leave them there. 

Mr. Kampmerer. That is right; but we are not going to operate—— 

\ir. Toomas. Where is the cost going to come, then? 

Mr. KAMPMEIER. Someone is going to continue to pay the carrying 
harges on those lines and the operating and maintenance costs on 
them and the costs of operating all the other plants that might provide 
the standby capacity. Someone is going to have to pay for them; 
f we use them to integrate the Fulton plant with our system, we can 

for the cost of those lines through the advantages of integration, 
through the advantages of using those lines for interconnection with 
hese neighboring utilities. It does not seem to me by any means to 
ollow 

Mr. Tuomas. Is the city of Memphis buying power from anybody 
but you today? 

Mr. KampmerEer. No. 

Mr. Tuomas. All TVA power. 

Mr. Kampmerer. All from us, that is right. 

Mr. THomas. How much would that service be of maintaining that 

ch line into there? 

\ir. Kampmerer. I donot know. I know that from the city’s point 
if view 

Tuomas. How do you know you can serve them 20 percent 
cheaper than they can themselves? 

Mr. Kampmeter. It is only an estimate, as I said. From the city’s 
point of view they would have to consider one alternative or another 

to provide their reserve capacity, and whichever they chose they would 
have to pay for it. 

Mr. Tuomas. Use your original figure of 10 or 15 percent higher, 
would that still be pretty cheap power? 

Mr. Kampmeter. Compared to what? 

Mr. THomas. Compared to what people outside the area are paying. 

Mr. Kampmerer. [t would be relatively cheap power. 

Mr. Tuomas. I believe you stated a while ago that the city of Mem- 
sae would perhaps need more power than these 2 units would generate 
over a period of another 6 or 8 years. 

Mr. KAMPMEIER. Very definitely, yes. 

Mr. Tuomas. When that time arrives, how are you going to—they 
will have to get power out of your high lines, what becomes of that 
10 to 20 percent difference in cost? 

Mr. Kampmerer. Mr. Thomas, I think I indicated that as the load 
crows 

Mr. Tuomas. Do you intend to build another plant for the city of 
Memphis? 

Mr. Kampmerger. We do not expect to build any plant for the city 

Memphis as such. We would expect as the load grows in west 
Tennessee, including Memphis, to add units to the Fulton plant when 
they become economical additions taking into account the availability 
of the high lines and the power that can be transmitted over them. 

Mr. Tuomas. The high lines are already there, are they not? 

Mr. Kampmerer. That is right; and they have a certain amount of 
capacity. We have to take into account their capacity and how 
economical it is to take the transmission losses that are involved 1 
carrying power over those lines. 
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LOCATION OF HYDROELECTRIC DAMS IN RELATION TO MEMPHIS 


Mr. Tuomas. Where is your nearest hydroelectric dam now to this 
proposed new steam plant site at Fulton? 

Mr. Kampmeier. Pickwick Dam. 

Mr. Tuomas. About how many miles would you say it is? 

Mr. Kampmerer. It is probably 100 miles or a little over. 

Mr. Tuomas. A little over 100 miles. Now, are there intervening 
cities and towns between Pickwick Dam and Memphis that you s 
fron your lines there? 

Mr. Kampmerer. Yes, there are municipal and rural electric syster 
in that intervening area, all of which are served by TVA. 

Mr. Tuomas. How much cost do you in your accounting charge to 
the city of Memphis for that high line that goes in there if you sery: 
a go eae many in ti rvening co-ops and cities a towns and so forth? 

Kampmxinr. Mr. Thomas, we sell power to Memphis at thi 
same rate that we sell power to each of our other distributors, ai 
the rate is deterrrined on an overall system basis, for the integrate 
op ration, and there is no— 

Mr. Tuomas. Your accountants could put the pencil to it and figur 
out what portion of the cost the city of Memphis would have to pay 
with reference to that high line, particularly the high line which sery 
other communities intervening between Memphis and the origina! 
dam site. 

Mr. Kampmerpr. There is no such accounting, Mr. Thomas 

Mr. Thomas. That is quite available, though; that is quite common 
though; that can be figured out very easily. 

Mr. Kamprrer. No, I think not. 

Mr. Tuomas. You co not think so? 

Mr. Kampmetrer. No, I think not; I would not say so. Also, we 
have high lines not only from Pickwick into Memphis but from 
Johnsonville into Memphis. 

Mr. Tuomas. You know how much voltage goes over that hig! 
line from the minute it leaves the dam site until it finally gets into 
Memphis, do you not? You know how much power Memphis takes 
and you know how much power the intervening cities and towns and 
co-ops, take do you not? 

Mr. Kampmerer. Yes. 

Mr. THomas. Why could not you figure out on an accounting basis 
how much that high line costs the city of Mem phis? 

Mr. Kampmerer. Because the city of Memphis does not pay any- 
thing specifically for the cost of that high line; they pay for the power 
they obtain from us on the basis of a rate which is the same rate 
Chattanooga and Nashville and the rural co-ops between Pickwick 
and Memphis pay; they all pay at the same rate for power. ‘There 
is no specific individual item included in that charge for high lines 
as such or for standby generating capacity as such, although those 
costs are averaged in. 

Mr. Tuomas. Well, it could be easily figured out. Any accountant 
could figure that out. — are not trying to tell me they could not? 

Mr. Kampmerer. I would have serious reservations about it, M1 
Thomas 

Tuomas. | suggest you bring in the figures and we will figur 
it out for you and we are far from being experts. We have two c ‘lerks 
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in here who could give you a pretty good answer to it and it would 
not take them very long to do it. 

Mr. Kampmeriger. We would be very happy to furnish any figures 
the committee would like. 

I think that one point that ought to be made in connection with 
that question of transmission to a load 

Mr. Tuomas. While you are discussing other points that ought to 
be made, let me respectfully suggest that you ought to know a little 
more definitely in terms of dollars and cents what this is going to 
cost from the accounting basis. Any private-enterprise system 
would have it right on the dotted line for you. 

Mr. Kamemerer. Mr. Thomas, we have made studies as to the 
nost economical way of serving the area. I assumed that is what 
your question was intended to bring out, and the most economical 
wa of serving Memphis and the west Tennessee and north Mississippi 
load would be adding the Fulton steam plant to our system. The 
point I wanted to make about transmission was that considering not 
only cost but dependability of service, when a load of the size of the 
Memphis load is served entirely over long-distance transmission, 
vou have considerable risk to be taken into account of hazards to 
continuity of service. That area happens to be in the tornado path 
through which every summer there are a number of tornados 

Mr. THomas. Those intervening cities and towns between Pickwick 
Jam and Memphis are going to suffer that same liability, are the) 
not? 

Mr. Kampmeter. That is correct, sir. 

Mr. THomas. You do not want to charge that all up to Memphis? 

Mir. KAmpMeier. No, but while a load is small if one line is down 
another line may be able to continue to supply it. ‘The larger the load 
and the more the dependence on lines, the more the hazards involved ; 
and these lines are susceptible to tornado damage. Here are some 
pictures that show what happens to transmission towers when one of 
these tornados strike them. This happened just a few months ago. 

Mr. THomas. That is true of any electrical system in any city in 
the United States. 

Mr. Puoitures. What is the difference who owns it, for that? 


REPLACEMENTS FOR SPILLWAY GATES AT WILSON DAM 


Mr. Tuomas. You have additions here and improvements for the 
completed projects. You say that the largest item in the $661,000 
reduction in this category is $420,000 for replacement of operating 
mechanisms for spillway gates at Wilson Dam. When was Wilson 
Dam completed? 

Mr. Crapp. 1925, I believe, some 8 years before we took it over. 
It was started in 1918. 

Mr. Tuomas. The original 1954 estimate based on preliminary 
studies provided for the replacement of hydraulic mechanisms for all 
58 gates. Is that for navigation or power now? 

Mr. Ciapp. That would be regulating 

Mr. Tuomas. Overflow? 

Mr. Cuiapp. Yes, at the spillways. I assume the engineers would 
say it was for navigation and flood control and power. 

Mr. Tuomas. All three. 

Mr. Cuapp. All three. 


82490—53—pt. 1——10 





144 


MALARIA CONTROL 


Mr. Tuomas. The total cost of the job would be reduced from 
$1 million to $600,000 and the 1954 estimate of $794,000 is reduced 
to $374,000. A reduction of $206,000 results from deferral of planned 
shoreline improvement work for malaria control in Kentucky Reservoir, 

Now, just what does that mean? 

Mr. Cuapp. The shorelines on these reservoir lakes are sometimes 
in flat country which means that as we fluctuate the level of the 
reservoir, we may flood many, many acres and put it into a swampy 
condition and thereby increase the breeding of malaria mosquitoes. 

Mr. Tuomas. Is this money to be spent in the State of Kentucky, 
or where? You say the Kentucky Reservoir. 

Mr. Criapp. Kentucky Reservoir cuts all the way through western 
Kentucky and Tennessee down to the Mississippi line. 

Mr. Tuomas. A reduction of $206,000. What is the amount that 
you plan to spend if it has been reduced $260,000? ‘This is all for 
malaria control? 

Mr. Cuapp. It is for malaria control construction work to improve 
the shorelines of Kentucky Lake. 

Mr. Tuomas. How much money are you going to spend for that 
purpose? 

Mr. Crapr. I will get that in a minute. Our 1954 estimate in- 
cludes $665,000 for malaria control construction less the $206,000 
representing a deferral in the Kentucky Reservoir. So the revised 
estimate would be $459,000 

Mr. THomas. You plan to spend $459,000 for the fiscal year 1954 
for malaria control construction? 

Mr. Crapp. That is correct. 

Mr. Tuomas. How much are you going to spend outside of con- 
struction for malaria control in the same area? 

Mr. Criapr. Our malaria control operations as distinct from capital 
accounts take place on practically all of our reservoirs. 

Mr. Tuomas. That is a continuing item of expenditure? How 
much is that amount for fiscal 1954? 

Mr. Ciaprp. Around $660,000. 

Mr. Tuomas. In addition to this $459,000 for construction? 

Mr. Ciapp. That is right; the $459,000 would be for actually altering 
the shorelines of these lakes to eliminate malaria mosquito breeding 
areas, 

Mr. Tuomas. That is construction work? 

Mr. Cuiapp. Diking, ditching, draining operations that eliminate 
it forever. 

Mr. Tuomas. What is the nature of malaria-control work where 
you are going to spend the $600,000 additional? 

Mr. Ciapp. Dusting from airplanes and larvaecidal distribution 
through other methods along with removal of shoreline vegetation. 
It includes tests of the effectiveness of the control measures. 

Mr. Tuomas. Is the State of Tennessee or Kentucky making a 
contribution to this work in malaria control or does it rely upon the 
Federal Government to do it all? 

Mr. Ciapp. It holds the Federal Government that builds these 
lakes and reservoirs responsible for keeping the malaria mosquito 
from increasing as a result of these reservoirs. It is a matter of 





145 


State law. The law may not actually be applicable to the TVA 
like it is to a private utility but we from the beginning have recognized 
that we had a responsibility for making the situation no worse. Actu- 
ally, through this malaria-control work and the development of new 
methods we have practically eliminated malaria in the river areas. 
sut it could come back awfully fast if we did not continue this 
operation. 

I might point out that the $660,000 that we spend for malaria 
control is much less than it used to be even though the areas we are 
covering are much larger. We have improved our methods. 

Mr. ‘THomas. Who gets the benefits of this work other than the 
people of Kentucky and Tennessee? Anybody? 

Mr. Cuapp. Yes; | think taxpayers all over the country get great 
benefit from it. When we build a dam, about at least 60 percent 
of the money expended for it goes to pay the labor that is working in 
areas outside of Tennessee Valley in the manufacture of equipment, 
materials, and machines that go into these plants. 

Mr. Tuomas. When the construction cost is over with, who gets 
the benefit of it then? 

Mr. Cuapp. I think the benefit comes primarily to the people 
who live nearest to it, but the fact that they are in a better economic 
condition makes it possible for them to trade with other parts of the 
country more effectively and I think everybody benefits from the 
fact that this is a stronger economic area. 

Mr. Jonas. That argument would justify the Government taking 
over the operations of a company like General Motors, because GM 
spends money all over the United States. 

Mr. Ciapp. You might want to propose that, Mr. Jonas; I would 
not. 

Mr. Jonas. Is it not the same principle? 

Mr. Crarpr. No; 1 think not. I think it is quite different. We are 
dealing here with the natural resources of a region—not automobiles. 

Mr. Tuomas. To say the least, it sounds good but it is highly theo- 
retical to try to convince somebody up in New York State that he is 
getting a direct benefit for killing mosquitoes in Kentucky and Tennes- 
see. | imagine you will get pretty far with it. 


PARKING FACILITIES AT WILSON DAM 


You have an item here for deferral of additional parking facilities 
at the Wilson Dam powerhouse, which makes possible a reduction of 
$35,000. What kind of parking facilities are they? 

Mr. Cuapp. In addition to a very large number of visitors at Wilson 
Dam we have employees who work at the Wilson Dam powerhouse 
and the expansion of that powerhouse means that our parking facili- 
ties are overcrowded. We had plans to spend $35,000 to make it 
possible for the employees to park somewhere else off the highway. 

Mr. Tuomas. How much have you spent at that dam site for park- 
ing facilities? 

Mr. Ciapp. I do not know; I can get the figures. 

Mr. Tuomas. Have youa statement of what you have already spent 
there at the dam site for parking facilities? 

Mr. Cuarp. Most of the parking facilities were put in there when 
the powerhouse was originally built, which was in the early twenties. 
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Mr. Tuomas. How much a year do you spend on the maintenance 
of that parking site? Do you have that figure? 

Mr. Criapp. I do not have the figure. 

Mr. Tuomas. Do any of your staff have it? 

Mr. Criark. No, sir. I do not have that figure with me. We will 
put it in the record. 

(A statement on the parking item follows:) 


Parking-area imrrovements at the Wilson hydroplant proposed in the printed 
budget for 1954 were to be located adjacent to the entrance to the Wilson Dam 
powerhouse. 

Present access facilities to the Wilson Dam powerhouse consist of an ungraded 
poorly defined, rough-gravel access road, about 700 feet long, and a paved apron, 
approximately 40 feet wide and extending about 200 feet from the powerhouse 
entrance ‘These facilities are a part of the property turned over to TVA fro 
the War Department 20 years ago. TVA has not spent anything in improving 
these facilities since they were transferred. 

This present paved area is not large enough to provide parking space. There ar 
some 250 employees at the Wilson hydroplant and the adjacent steamplant 
Visitors to the plant numbered about 97,500 last vear, with as many as 4,500 
coming on a single day Employees and visitors now park their cars in an indi 
criminate manner in an undefined, unsurfaced area. As a result, planted areas 
are being destroyed and grounds maintenance is excessive Maintenance on 
present-access road and parking facilities is about $2,000 per year 

Improvements previously proposed in the 1954 budget at an estimated cost of 
$35,000 consist of performing necessary grading and construction bituminous 
macaeca paving for the access road (2,220 square yards), a parking area sufficient 
to accommodate 95 employees’ cars (3,380 square yards), and a parking area to 
accommodate 30 visitors’ cars (620 square yards). 


Mr. Tuomas. About the scarcest thing I know around here is 
parking space around the Capitol, and it has been that way for about 


15 years. I imagine you spend more on your parking site at this 
Wilson Dam than is spent in this Capital for parking sites. 

Mr. Ciapp. We are not now proposing to spend the $35,000. 

Mr. Tuomas. You were, but the budget cut it out for you. 

Mr. Ciapp. That is right. 

Mr. Tuomas. How big a parking area would that $35,000 build? 

Mr. Ciapp. I do not know. 

Mr. Tuomas. I am sure I do not know if you do not know. 

Mr. Ciapp. I can find out for you. I am familiar with the physical 
lavout of the area around the Wilson Dam powerhouse 

Mr. Tuomas. How many employees are there at the dam site that 
park there? 

Mr. Kampmerer. We may be able to give you a figure on the 
number of employees. It will take a minute. 

Mr. Tuomas. It would have been very nice and saved everybody's 
time to put that in your justification. 

Mr. Ciapp. We are not proposing to spend the money, Mr. Thomas, 
and I am therefore a little bit confused by your question. 

Mr. Tuomas. But you were proposing it, and I did not find it in 
vour original justification, either. Can you put your finger on the 
reason, the figure, reasonably soon? 

Mr. Ciapr. You want the number of employees who work at the 
Wilson Dam power site? 

Mr. Tuomas. Who are going to use this parking site that you 
contemplated spending $35,000 on? 

Mr. Ciapp. We will furnish that later. 
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Mr. Thomas. Your navigation facilities here, I notice you have 
design work on a new lock at Wilson Dam. When was that com- 
pleted? 

Mr. Ciapp. That was completed about 1925. 

Mr. Tuomas. That is one of the old ones, too, that you took over. 

Mr. Cuiapp. That is right. 

Mr. THomas. It has been reduced from $252,000 to $126,000. 
That is for design work. What is the total aeikdie work going to cost 
on that lock? 

Mr. CLARK. Approxim: itely half a million dollars 

Mr. Tuomas. For design work ove ad 

Mr. Cuiark. Yes, sir; it is a large project. 

Mr. Tuomas. Is that done by comin act with outside engimeers or 
is it done by force account by your own people. 

Mr. Criark. That would be done by our own people. 

Mr. Tuomas. How many people do you have working on that? 

Mr. Ottver. No people working on that at the moment. 

Mr. Tuomas. If the design work alone cost half a million dollars, 
what is the lock going to cost? 

Mr. Outver. Approximately $35 million. 

Mr. THomas. That lock, then, you mean it is no longer useful, it 
has outlived its usefulness—what does it do, leak, or something? 

Mr. Cuiapp. It is too small, Mr. Thomas. 

Mr. Tuomas. Why do vou need it? 

Mr. Cuiapp. Its function is to pass boats—barges and tows—from 
Wilson Lake, going downstream, or lift the boats from below the dam 
going upstream. The existing lock is the worst bottleneck in the 
commerce on the Tennessee River because it is too small and barge 
tows have to be split too many times in going through the lock. 
Consequently, it causes long delays. 

Mr. THomas. How much money is in there, in the 1954 budget, for 
nav igation facilities? 

Mr. Cuiark. In the original budget, $568,000. It is now $260,000. 

Mr. Tuomas. That looks toward an ultimate expenditure for these 
locks of what? You have already mentioned one at $35 million. 
Would $50 million or $75 million be the ultimate expenditure for vour 
replacement of these locks? This is all planning money, is it not? 

Mr. Crark. The Wilson lock is the only lock in this budget. The 
money is all for design. 

\ir. Toomas. What about the estimate of $132,000 for raising the 
lower lock wall at Guntersville? 

Mr. Ciark. The $132,000 will complete that job at a total cost 
of $141,000. 

Mr. Tuomas. Then you have an estimate here for miscellaneous 
minor navigation facilities which has been reduced by $50,000. What 
are these minor navigation facilities? 

Mr. KAmMpMErIER. $98,000? 

Mr. Tuomas. Yes. What are the minor items here of $98,000? 

Mr. Crark. Those are items such as oil storage facilities around the 
locks. Also included is voice amplifying equipment for the lock 
operator to be able to instruct the pilots on the boats es they are 
coming through the locks. Equipment of this kind is necessary in the 
operation of the locks. 
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INVESTIGATIONS FOR FUTURE PROJECTS 


Mr. Tuomas. Then you say the 1954 estimate has been reduced to 
$200,000, a reduction of $87,000. That is a $287,000 item. It has 
been reduced to $200,000. What future projects now are you figuring 
on building? Are they steam plants or hydroelectric plants? Ar 
they items of improving the locks or what? 

Mr. Ciark. The $200,000 to which you refer, Mr. Thomas, is for 
investigation of future projects—the possibility of building dams or 
steam plants. 

Mr. Tuomas. Do you have any of the two categories in mind? 
Tell us about what your future plans are. 

Mr. Cuapp. It is difficult for us to make future plans until we havi 
carried on investigations that will 

Mr. THomas. You have this item in here every year as well as |] 
recall for investigating future plans. It is two or three hundred 
thousand dollars each year. 

Mr. Criapp. That is right. It is out of those investigations that 
have come the location of plants like the Shawnee plant, the Kingston 
plant, the Boone Dam—all of the dams that we have built and all of 
the steam plants that we are building. 

Mr. Tuomas. I believe you told us last year, gave us a little bird’s- 
eye view of your future plans with reference to construction of further 
steam plants and hydro plants. How many do you have in mind of 
rach? 

Mr. Kampmeter. | believe we told you when we were here last, 
Mr. Thomas, that we estimated a need for approximately 750,000 
kilowatts in new capacity annually and that would be largely steam. 
That would represent—if it were all steam, for example—about 4 
units the size we are talking about today, at John Sevier. That gives 
you, I think, a bird’s-eve view. 

Mr. Tuomas. It would be in addition to existing facilities or 
brand-new facilities? 

Mr. Kampmrier. Some of each. 

Mr. Ciapp. I would not want to leave the impression, Mr. Thomas, 
that we may not turn up a good dam site. We may, in these investi- 
gations. There are still some possible sites for hydro projects. 

Mr. Tuomas. I believe you said that last year, too; 2 or 3 possible 
sites for additional hydroelectric plants. 

Mr. Kampmeter. At least that many, sir. 


CHEMICAL FACILITIES 


Mr. Tuomas. What about this reduction of $770,000 resulting 
from stoppage of work on a demonstration-scale nitric phosphate 
production unit 20 percent completed. How much is the ultimate 
cost of that plant? 

Mr. Ciapr. The ultimate cost was to be approximately $1 million. 
The plant was to be a full-scale but small size plant. 

Mr. Tuomas. It has nothing to do except with fertilizer? You are 
not competing with Agriculture on soil conservation and all of that, 
are you? 

Mr. Cuiapp. That is right. This plant was to carry into full-scale 
production several processes that we have developed on a pilot plant 
scale. 
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Mr. Tuomas. You are dealing only with fertilizer? 

Mr. Cuapr. That is right. 

Mr. Tuomas. Does the Agriculture Department have a lot of 
experimental stations through the State of Tennessee dealing with 
fertilizer demonstrations as well as your own? 

Mr. Criapp. No, sir; it does not. 

Mr. Tuomas. Have they got out of the field or have they with- 
drawn from the field of fertilizer in the States of Tennessee and Ken 
tucky as far as the area served by the TVA is concerned? 

Mr. Ciapp. I do not believe that they ever were in the type of test 
demonstration farm work related to fertilizer that TVA is. 


SOIL CONSERVATION AND FORESTRY WORK 


Mr. Tuomas. In conjunction with the fertilizer program, does TVA 
co into the field of soil conservation and forestry work and so forth? 

Mr. Ciapp. That is right. The TVA in working with the land- 
erant colleges and the agricultural experiment stations, aad the 
agricultural extension services of those States, includes soil erosion 
control work as a part of these farm programs? 

Mr. Tuomas. How much of your budget did you figure vou would 
spend on soil conservation exclusive of fertilizer demonstrations? 

Mr. Crapr. That, exclusive of fertilizer demonstrations would be 
a very small amount. Some of our work in the field of forestry would 
fall in that category. 

Mr. Tuomas. Do you do any forestry work outside of Kentucky 
and Tennessee to amount to anything? 

Mr. Crapp. Yes, in all the valley States. 

Mr. Tuomas. How much do you figure you spend a year on forestry 
work and how much do you spend a year on soil conservation? 

Mr. Ciapr. Our forest-resource-development activities for this 
current vear total about $641,000. 

Mr. THomas. Is the Department of Agriculture in that same area 
that you are in carrying on its program of soil conservation and 
forestry rehabilitation work? 

Mr. Ciapr. No, not anywhere in the same way, and not in the 
same types of project. 

Mr. Tuomas. But they are in there just the same, is that correct? 

Mr. Criapp. There are soil-conservation districts in some parts of 
the Tennessee Valley. 

Mr. Tuomas. Do you have any idea how much money the Depart- 
ment of Agriculture spends in the TVA each year for soil conservation 
and forestry work? 

Mr. Crapp. I do not know what their figure is. 

Mr. Tuomas. Mr. Clerk, I wish you would get hold of the Agricul- 
ture Department and get those two figures and insert them in the 
record at this point. 

(The figures requested are as follows:) 

May 22, 1953. 
Hon. Joun PuHrtuuies, 


Chairman, Subcommittee on Independent Offices, 
Committee on Appropriations, House of Representatives. 

Dear CONGRESSMAN PHILLIPS: In response to a request there is enclosed a 
table showing estimated employment and obligations, fiscal year 1953, for soil 
conservation and forestry activities conducted by the Department in the area 
served by the Tennessee Valley Authority 
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The programs reported are those under funds provided specifically for conser 


tion and forestry worl In addition, there are other activities of the Departm« 
which contribute to the objectives of these programs Such activities inclu 
research of the Agricultural Research Administration; control programs, of whi 
control of forest pests is a part; cooperative extension work, under which conserva 
tion educational assistance and similar help to farm people are provided: fa 
‘s it possible for farmers to extend the application of conservati 
measures; and numerous other activities which are related to the basic object 
of sound use and conservation of agricultural resources 
We trust this information wil 


credit, which mal 


serve adequately the purposes of your reque 
sincerely ours 


S. Roperts, 
Director of Finance 


ployment, fiscal ye ‘ , Jor soil conserva 


the Tennessee 


Estimated 
average 
employment 
man-years 


Soil Conservation Service: Technical assistance to soil conservation districts 
Flood prevention in upstrea is: ! 
Preliminary examinations and surveys 
W orks of improvement 
Agricultural conservation program 
Conservation aids to farmer 
County committee operating expenses 
Bureau of Plant Industry, Soils, and Agricultur Engineering: Research 
on soil management under humid conditions 
Forest Service 
Nationa! forest protectio ind m 


lanagement 
Forest roads an 


State and private ft y cooperation 


flood prevention activities are aimed at the prevention or reduction of floodwa 


in upstream areas and the consequent reduction of sedimentation of river chann 


i Chis work complements the mainstream flood-control structures and works construc 
Corps of Engineers and other agenci The works of improvement reported above are ir 


bw the ' . 
Little Tallahatchie and Yazoo watersheds in Mississipp 


Represents estimated assistance under the 1952 agricultural conservation program which is finar 


principally from the priation for the fiscal iy 1953. Since the 1952 program reports are not 
based on assistance under the 1951 program adjusted to take into account char 


ler the 2 progran 
3 State office expenses would also be attributable in part to work in the Tennessee Valley Authority area 


However, it is not practicable to estimate the portion of such expenses which would apply_to spe 


lable, this estimate is 


in State alloc 


counties. 


Mr. THomas. How many employees have you in the TVA working 
on soil conservation and forestry work? 


EQUIPMENT 


You have your general facilities here. You say, estimates of trans- 
portation equipment needs, principally light and medium trucks, have 
been critically reviewed in light of the changes for the amjor projects 
described above. <A total of 65 units, formerly scheduled for replace 
ment, will be retained, and planned fleet additions have been reduced 
by 136 units. How many units does that give you for 1954 afte 
re‘ueing it by 136 units? 

Mr. Ciarxk. I am sorry; I will have that figure in a moment. 

Mr. Tuomas. That is all types of automobiles and trucks? 

Mr. Crark. That only refers to trucks, Mr. Thomas. 

Mr. Putuuies. Not automobiles? 

Mr. CLark. No, sir. 

Mr. Tuomas. Passenger-carrying vehicles, we will say. These 
changes result in a reduction of $496,000 in general facilities. How 
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many trucks are you going to buy after you reduce that number by 
136? 

Mr. Ciark. We originally had planned to buy 241 trucks and the 
eduction of 136 comes off that figure. 

Mr. Tuomas. What about your $43,000 for your estimate for office 
facilities. Is that for your new office you are going to build down at 
\Luscle Shoals or where is this furniture going to and what is the nature 
of it? 

Mr. Ciark. The 43,000 is the amount of the reduction in the est 
mate, Mr. Thomas, which is for replacements and additions to our pool 
of office equipment that serves all TVA offices. It also covers building 

juipment installations, such as boilers, elevator controls, and au 
conditioning. 

Mr. Tuomas. Do you buy that through General Services Admin- 

—— or do you buy it on your own? 

eo ‘LARK. We buy a very large part of our office furniture and 

cquipine nt either through GSA or from GSA contractors; only when 
ential delivery and service requirements cannot be met on this basis, 
we buy on the open ton vi t. 

Mr. Tuomas. In other words, you buy it through General Services 
Administration do you? 

Mr. Crark. Yes, except where delivery or service requirements 
cannot be met we buy it ourselves. 

Mr. Thomas. Can you buy it as cheap as General Services? 

Mr. CLark. We buy each one of these items on the most favorable 
basis considering price, delivery, and service. 

Mr. THomas. General Services Administration claim they save the 
taxpayers a lot of money by buying in large quantities for everybody, 
reneral use items like furniture and what you are buying here. If 
you can buy it as cheap as General Services Administration, as 
economically, there is not much justification for General Services 
Administration setting up that huge revolving fund and buying all 
these seme, is there? 

Mr. Crarp. Mr. Thomas, we get many of these materials under re- 
quirement contracts which they have and on which we can make our 
purchases, in which case GSA is very helpful to us 

Mr. Tuomas. What is the nature of these items you are buying for 
$43,000, office equipment here? 

Mr. Crark. The estimate which is reduced by the $43,000 covers a 
very wide variety of office furniture and equipment: Desks, chairs, 
adding machines; and also office building equipment installations. 

Mr. THomas. Do you know whether you buy this through General 
Services or not? They buy, supposedly, all the Government office 
equipment here in the way of furniture. 

Mr. Oriver. Some of them we would and some we would not. We 
have all the catalogs and have available to us the standard contracts 
which are worked up by General Services Administration. When we 
find we can get the best arrangement for TVA by utilizing those stand- 
ard contracts, we always utilize them. When we can make a better 
arrangement by going out on our own, we adopt that method. 

Mr. Tuomas. Is TVA included under the Procurement Act for 
covernmental agencies or are you outside it? 

Mr. Swipier. We have a partial exemption, Mr. Thomas, insofar 
as our production and construction operations are concerned. 





Mr. THomas. Common-service use. 

Mr. Swipuer. Insofar as administrative property is concerned, we 
are covered and to the extent that we can take advantage of their 
procurement arrangements I understand that we do. 

Mr. Tuomas. Are you covered or not? 

Mr. Swipter. We are covered with respect to office equipment and 
supplies. 

Mr. Tuomas. General-service items, common-use items. 

Mr. Swipter. Yes sir; 1 believe so. 


RESOURCE DEVELOPMENT 


Mr. Tuomas. What is resource development here? Is this 
cultural work where a reduction of $168,000 has been made? 
conservation, fertilizer, forestry, or what? 

Mr. Cxiapp. It includes the resource-development program as | 
pointed out some months ago, includes the work we do in forestry, 
in agricultural development, apart from test demonstration work and 
work in minerals investigations and research, activities carried on 
in cooperative arrangements with the State agencies in similar fields. 

Mr. THomas. What are you spending for mineral investigations? 

Mr. Crapp. I think the item is $8,000 for 1954. 

Mr. Tuomas. In this $168,000 reduction a part of the original 
budget estimate of $600,000 for natural resources here including 
forestry? Soil conservation? 

Mr. Ciapp. The $168,000 is to be applied to the total resource 
development figure of $2,607,000 reducing it to $2,439,000. 

Mr. Tuomas. How do you break that $2 million figure down? 
Awhile ago you had some construction work for $400,000. I mis- 
understood you. I thought your resource work was a flat $1 million 
figure including the $400,000 construction work leaving $600,000 
for agriculture, soil conservation, forestry work. How do you break 
your $2 million figure down? 

Mr. Crapp. The $2,439,000 estimate in the revised budget for 
resource development includes agricultural resource development and 
forest resource work. 

Mr. Tuomas. What is your dollars and cents for your agricultural 
resource development? 

Mr. Cuapp. The figure is $244,000 estimated for 1954 but not 
adjusted for any application of the $168,000. Consequently, the 
figures I give you will later have to be adjusted to this cut. 

Mr. Tuomas. Break down your $2,400,000. You accounted there 
for—what was the figure you gave? 

Mr. Ctrapp. Agricultural resource development of $244,000. 
Forest resource development of $654,000. These are 1954 estimates. 
Tributary watershed development $705,000. Mineral resource de- 
velopment, $8,000. Reservoir development, which includes the fish 
and wildlife studies, stream sanitation and recreation development —-— 

Mr. Tuomas. That is a direct duplication of the Fish and Wild- 
life Service here in the Interior Department, then, is it not? 

Mr. Cuapp. No, it is not, Mr. Thomas, because we have careful 
understandings with the Fish and Wildlife Service about where they 
work and where we work. 
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Mr. Tuomas. Is the Fish and Wildlife Service also operating in 
the TVA area? 

Mr. Cuiapp. Fish and Wildlife has some refuges on TVA shore- 
lines that we have turned over to them at their request and on which 
they carry on work. 

Mr. Tuomas. Just what do you do now that they do not do? 

Mr. Cuiapp. We carry on small amount of biological research in 
connection with fish population; we encourage and help to organize 
creel censuses. 

Mr. Tuomas. Isn’t your job to build dams, take care of the navi- 
gation, distribute and sell electric power and here you are you have 
a biological laboratory. Aren’t you going a little far afield? In 
other words, every word of authority in this act you have latched on 
to and spent a little money. Here is the wildlife service, covers the 
whole 48 States; there is the Agriculture Department right in there 
with them, a regular agency of Government that is supposed to do 
these things, and they were doing it long before TV A was ever dreamed 
of; and here you are duplicating. 

Mr. Cuapp. We are not duplicating, Mr. Thomas. Let me give 
you an example, if I may. When we started building dams in the 
Tennessee Valley 

Mr. Tuomas. Why should you spend the taxpayers’ money on a 
little narrow area if you are not duplicating something the other 
18 States do not enjoy when it is all a kindred subject? Why are you 
entitled to spec ial treatment along that line? 

Mr. Ciapr. We are not getting special treatment. We are trying 
to do 

Mr. Tuomas. You say you are not duplicating with them. So you 
must be doing something over and above and apart from. 

Mr. Ciapr. Would you like me to give you an example of where we 
did a job that if it had been done on the basis of the information that 
then was current in the wildlife field would have prevented a saving 
of considerable money? 

Mr. THomas. Don’t tell me that you all are so much better than 
these other boys who have been in this business for the last 40 or 50 
years, whose specialty is in that field alone. I don’t mind you puffing 
your stock a little bit—go ahead and tell us about it. 

Mr. Ciapp. When we started building these reservoirs, the theory 
was that in order to avoid what the fish experts called biological deserts 
in these new reservoirs, you had to build fish breeding ponds and 
stock these lakes with fingerlings. Acting upon that advice, we came 
to the Congress and got many thousands of dollars, a considerable 
sum of money, to build a fish- pond station down in North Alabama, 
and another at Norris Dam, in order to hatch fish and stock these 
lakes—— 

Mr. Tuomas. That is exactly what the Fish and Wildlife Service 
does. They have got them scattered all over the country in prac- 
tically every State of the Union. 

Mr. Ciapp. There may be need for them in other parts of the 
country but the specialized data that our fish experts then began to 
develop about the nature of this river and its tributaries, the kind 
of food that would be available to them in these new lakes, some 
careful research work that went on in Wilson Lake which was an 
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old lake dating from the 1920’s, led our people to the conclusion and 
backed up with research results that we did not need to stock thes 
lakes and that these fish ponds could be eliminated. They were elimi 
nated. That theory of having to stock lakes as it turned out in thi 
Tennessee Valley, at least, was not a good theory. Now, whether o1 
not it is a good theory in other places, I do not know. But the pou 

is that a better answer would not have been found out if we had not 
made some special research to find out what was the best answer to 
the problems in this Tennessee Valley. We have saved the Goy 
ernment, the taxpayer, many thousands of dollars as a result of! 
eliminating those fish hatcheries. We have also made these lak 

highly productive in fish which has served as a basis for th 


thriving recreation industry run by private 


enterprise. 


Mr. Tuomas. Mr. Clerk, 
tact the Fish and Wildlife 
and insert it at this point 


at this point, in the record will you con 
Service and get a statement from ther 
in the record showing how much money 


they spend each year in the Tennessee Valley for their regular activi 
ties and inquire of them if in their opinion there is any duplication in 
their work in the expenditure of funds and that of the TVA. 

I have no further questions, Mr. Chairman. 

(The information requested is as follows:) 


FIsH AND WILDLIFE SERVICE 


Statement of estimated obligations for annual definite appropriations in TVA area 
fiscal year 19453 


j 
Number of er 
ployees as 


Apr. 30, 19. 


| Estimated obli- 
gations fiscal 
year 1953 


Management of re 
Administration of fist 
Propagation and distribut 
Mammal and bird 1 
River basin stud 
Control of predat 


ources 

ind game laws.-.-_..- 
yn of food fishes 
rvations 


i nd injurious rodents 
Soil and moisture conservation 


sources: 
nd fisheries ahilcas 
and mammals-...........- 


Investifations of re 
Rese h on fist 


Resear 1 


h on birds 


Total, annual definite appropriations. 


There are no activities of the Fish and Wildlife Service duplicated by thos¢ 
the Tennessee Valley Authority. 


Mr. Anprews. Mr. Clapp, as a matter of fact, down through the 
Tennessee Valley, you have one of the greatest fishing areas in America, 
do you not? 

Mr. Ciappr. Fishermen claim that. 


I think that is right, yes, sir. 
Mr. ANprews. Mr. Cotton and I went to Wilson Dam. We saw 
literally hundreds of people out on that water and I was told by one 
of the men there that the marine equipment business has just spread 
out tremendously since these lakes had been opened to fishing down 
there and it is big business, comparable to the automobile business 
motor boats, motors—and that business did not exist prior to the time 
the lakes were stocked with fish. Do you have peculiar problems in 
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connection with those lakes and the type of water you have there that 
they do not have in other sections of the country? 

Mr. Cuapp. I am told that these conditions that prevail on the 
lennessee River system may be enough different from other parts of 
he country so that this elimination of fish stocking may not work in 
other places. I know our experts have been called in to Wisconsin 
and some places in the Northwest to discuss the type of research results 
hat our experience has shown, to see whether they could eliminate 
fish breeding ponds and keep some of these other lakes alive by other 
methods. How far that principle can be applied, I just do not know. 
[here is this to be said about our own situation: When we designed 
those dams, the fish people we had, the fish experts that we had were 
consulted. They worked right with the engineers in figuring out how 
to arrange the shore line, that is, what kind of clearing line to run, 
what kind of timber clearance to run on the shore line, and the effect 
that would have on fish spawning. They worked right with our 
vater control people in the regulation of our reservoir levels to make 
sure that we do not strand the fish eggs after the spawning period. 

Mr. Anprews. Do you have in mind how many people are em- 
ployed down there in the fishing business, commercial fishermen or 
tackle business or the motorboat business, or such? 

Mr. Ciapp. I have in mind a figure of $4 million that represents 
the annual volume of the tackle and fishing equipment business. 

Mr. Puiuuips. Also at the same time the TVA employees working 
on the fish and electrical business. 

Mr. Crarp. The TVA staff on fish and game research accounts for 
about $85,000 a year which means we have got about 9 people and 
some equipment. 

Mr. ANprews. Your budget is for $85,000? 

Mr. Ciapr. Yes, sir. 

Mr. Oxtver. We made an estimate and presented it with our 
justification. Sport fishing amounts to $10 million a year and that 
commercial fishing, primarily in the Kentucky Reservoir, $1 million. 

Mr. Anprews. The overall amount is about $10 million? 

Mr. Ourver. Eleven million dollars 

Mr. Anprews. A new business that has gone in there since TVA 
lams have been constructed. 

Mr. Outver. I understand that in Knoxville there was only 1 store 
20 years ago where you could find fishing tackle at all. Now you 
find all kinds of sporting goods in stores all over the place. 

Mr. THomas. How much of that goes into the Treasury to help 
pay for these dams? 

Mr. Otiver. What | had in mind was the private business generated 
by the dam. 

Mr. Tuomas. There is nothing peculiar about that. Every time 
the Corps of Engineers build a big dam, they have several miles of 
water; that is common to every one of them, fishing and boating and 
hunting. 

Mr. Kampmeter. One thing peculiar about ours is that it is the first 
vhere it was demonstrated that you could have open season the year 
around; that is still not the case in many other places. 

Mr. Puitures. Why shouldn’t the State of Tennessee pay that 
$85,000 if they get the benefit of licenses and so forth for fishing? 


_ 
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Mr. Ciapp. The State of Tennessee is not the only State in the 
Tennessee River watershed. It includes parts of Alabama, Virginia, 
Kentucky, Georgia, Mississippi, and North Carolina. 

Mr. Puiiures. Why should not all the States pay for that, then, if 
they get the fishing licenses? 

Mr. Criapr. I think there is some responsibility on the Federal 
Government to have enough fish experts in its own staff so it knows 
how to operate these reservoirs without destroying fish. 

Mr. Puriures. You could not justify that unless you put in electric 
eels, or something. 

Mr. Carp. On the contrary, [ am speaking quite seriously, Mr 
Phillips. The effect that would be felt by an uninformed, unadvised 
operation of these water levels, at times of the year that are critical 
to the fish population in these lakes, could cause considerable damage 
and have a serious effect upon the private business of that area. 

Mr. Puixures. I do not have a particle of objection to what you are 
saying but you, from that, draw the conclusion that the only agency 
that can do anything is the TVA. nae are States and cities and 
they were in existence before there was a TVA; in all parts of the 
country they do these things. Where iid: you get this idea that only 
the TV A could do all these things? 

Mr. Cxapp. I was talking about the fish. 

Mr. Puiuures. Exactly what I am talking about. Knowledge of 
fish is not exclusive with the TVA. 

Mr. Ciapp. And I have not said that it was. If I did, I did not 
intend to. We have been working with the States, and the States in 
their conservation commissions now have much more active programs; 
but I am talking about 

Mr. Puiturrs. Does the Interior Department have any employees 
down in that area? 

Mr. Cuapp. Fish and Wildlife Service has some refuges. 

Mr. Puttuips. Employees. Do they have employees in the 
refuges? 

Mr. Ciapp. I suppose they do. 

Mr. Puivurpes. There have not been any around your area that do 
any of this fish investigation. 

Mr. Ciapp. They do not conduct investigations on our reserva- 
tion for the purpose of advising us. If they did, it would cost the 
Federal tax money, presumably just as muc h and perhaps more. 

Mr. Puruurpes. There is just a little point that I do not believe | 
agree with youon. Do you think that if money were paid through the 
Federal Government like it is paid in all the other States that the same 
proportion of money would be allotted to Tennessee? Is that not the 
difference? Do you not think the TVA puts more money into that 
out o1 its own pocket than would be apportioned out of a general fund 
to all the States? 

Mr. Ciapp. I don’t know. I am talking here about money that is 
spent to keep us intelligent about how we operate our reservoirs and 
their effect upon fishermen; that is the $85,000 I am referring to, where 
we have some fish experts who get fishermen to participate in a creel 
census, who run a boat out and make experimental catchings to find 
out what has gone into the stomachs of those fish so that ‘they can 
study their food habits in relation to the kind of food materials that is 
in these reservoirs. 
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EQUIPMENT 


Mr. Patuuies. The committee will come to order 

When we recessed Mr. Andrews started to ask some questions of 
\ir. Clapp. Will you continue, Mr. Andrews? 

Mr. Anprews. Mr. Clapp, I notice here you state in this summary 
hat accompanied your letter to Mr. Phillips of May 13 concerning 
the reduction of $61 million for power facilities, that 


$31 million is being made in the estimates for power-generating projects under 
vay and for transmission facilities. Some on-site work and certain commitment 
permanent equipment will be deferred but it is hoped that construction 
hedules (tied closely to the power requirements of the Atomic Energy Com- 
ssion) can keep pace with the deliveries of major equipment items. TVA 
as advised the Bureau of the Budget that should these reduced estimates prove 

) restrictive to maintain the most economical pace of construction, we would 

juest the Bureau to consider a supplemental appropriation 

What items make up that $31 million? 

Mr. Cuappe. The details would have to be explained by our en- 
gineers, but I can give you an indication of what is involved. 

Our people, in the interest of reducing the amount of money to be 
obligated in 1954 have gone through our present construction program 
with a fine-tooth comb to figure out what permanent equipment that 
will be fitted into these plants, not directly related to their ability to 
produce power on the first operating date, can be deferred from the 
1954 fiscal year to the 1955 fiscal vear. 

For example, a crane that is to be put into a plant as a permanent 
piece of equipment, instead of ordering it this coming year we will 
order it the following vear provided it can be manufactured and de- 
livered from the time we make the commitment and in time to be put 
in place for the operating date of that plant. 

Now, all these things add up, that is, all of that type of deferral adds 
up to deferred obligations of $31,000,000 that we will have to get 
committed after 1954. 

Mr. AnprEws. I see your steam plant under construction at 
Widows Creek. When do you expect to finish and have it in opera- 
tion? 

Mr. Ciarp. Do you mean unit No. 6 at Widows Creek? 

Mr. Kampmeter. It is scheduled for the summer of 1954. 

Units No. 5 and 6 will go into operation in 1954. 

Mr. Anprews. Will this reduction of $31,000,000 slow down the 
operating date of the two units at Widows Creek? 

Mr. Kampmergr. We recognize the fact that since our budget was 
prepared there have been some slippages on dates and this will 
inevitably mean some delay. We are setting back every related 
expenditure we can in connection with that. 

Mr. ANprews. What about your steam plant at Kingston? When 
do you intend to start that in operation? 

Mr. Kampmerer. Late this vear. 

The eighth unit—there are eight presently under construction 
would be in operation in late 1955. There have been some delays 
there. The first unit, for example, which will not be ready for 
operation until fall of this year, had been scheduled for a few months 
earlier. That sort of slippage does mean there can be some deferrals 
of expenditure from 1954 to 1955. 

Mr. Anprews. There will not be any deferral due to this $31 million? 
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Mr. Kampmerer. That is right 

Mr. Anprews. And the only deferred construction will be the two 
units on the steam plant at Fulton, $30 million. 

Mr. Criapr. That is right. 


POWER REQUIREMENTS OF MEMPHIS 


Mr. Anprews. I think vou testified you had a contract with t 
city of Memphis since 1935 to furnish them with electric power. 

Mr. Cuapp. That is right. We do have a contract as exclusive 
supplier of power at Memphis. 

Mr. ANprews. Do you consider under that contract you are legal 
bound . supply power to the city of Memphis? 

Mr. Ciapp. That is right. 

Mr. ‘A NDREWs. Regardless of what that amount is? 

Mr. Ciapp. | would have to qualify that a bit. They are expected 
to give us notice of their growing requirements and then we are ex- 
pected to consider what we will do to supply it. 

Mr. ANDREws. Was it your decision to build these two steam units 
at Fulton based on a request made to you by the city of Memphis for 
their power needs for 1956? 

Mr. Cuapp. An estimate of Memphis loads in 1956 along with the 
estimated loads of other customers of TVA in that same general area 
in the western part of the valley including west Tennessee and thx 
northern Mississippi, made locating that plant at Fulton an advisable 
thing to do. ‘To answer your question specifically, the proposal 
and I keep repeating this because I am bound to talk to the budget 
before the committee and to the items that are in it—the proposal 
originally to build a Fulton steam plant was not based upon a specific 
notice from Memphis that its needs would be such and such by 1956. 
It was based upon the collection of all the growing requirements of the 
whole service area that we serve, including Memphis. 

Mr. AnpREws. All western Tennessee? 

Mr. Cuapp. That is right. And the area we serve in Mississippi 
and in Keniucky and so on. 

Mr. Anprews. Which made that estimate for 1956 

Mr. Ciapr. That estimate is our projection of the peak require- 
ments that will materialize by the fall and winter of 1956. 

Mr. ANprews. How did you make that estimate? 

Mr. Ciapp. I would like Mr. Kampmeier to talk to that. Making 
these estimates and projecting them into the future is one of the most 
important expert functions that an agency engaged in the power 
business performs. Those estimates as made by the TVA, as the 
record will show, are much more frequently on the side of estimating 
too little than too much. 

Mr. Anprews. | wish you would tell us, Mr. Kampmeier, how you 
make that estimate 

Mr. Kampmeter. That could be a very long story but to try to 
summarize briefly, in making this forecast we first divide the load into 
lis components: residential, farm, industry and so on, by separat 
geographical areas. Each of these parts of the load has its own 
growth pattern. By study the trends that have been taking pla 
and the factors that influence it in the future we arrive at an estimate 
for each part of the load and then combine them into a total load 
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stimate. We doublecheck these estimates against similar load fore- 
sts made by our power distributors. If there are discrepancies we 
ave to reconcile them 

\ir. ANDREWS. Some questions have been asked here to the effeet 
that Memphis should build their own powerplants for future needs or 
wnish their own power. Did you discuss that question with any of 

. officials of Memphis? 

Mr. Cuapp. Yes. We have discussed that question over the years 

th the folks responsible for the operation of the Memphis Light 
Gas, and Water Division which is the department of the city responsi- 
le for power matters. We have discussed with them the most 
conomical way of doing the job of power supply and they and we, 
ndependently and together, have come to the same conclusion: 
that you cannot do the job as economically any other way as you can 
through the growth of the integrated power system of TVA. 

\ir. ANDREWS. For instance, if there was a service of electricity 

ovided at Memphis by the city of Memphis for its use, could the 

ty of Memphis handle that surplus and dispose of it? 

\ir. Kampmerer. They would have to sell it as best they could to 
irkansas Power & Light Co. or to whoever is in a position to buy it 
You ‘could hope to obtain some of the advantages of surplus capacity 

it you do not do it as well as in a single integrated system of opera- 
tion. 

\ir. ANpDREWs. Where you have that system you could handle 
surplus much more economically than the city of Memphis? 

Mr. Kampmerer. That is right. 

\ir. ANDREWS. What would be the situation there in 1956 if the 
equirements of the city of Memphis are what you expect them to be 
vhich is much more than they are today. You failed to build that 

int and you cannot supply an increased service that the city re- 

ires. What will be the situation then? 

\ir. Kampmerer. As we see it, the next thing we would have to 

» would be to build additional transmission lines into that area and 
0 our best to find the power on our system or other systems to 
supply it. Kach of these major lines, like those from Johnsonville or 
Pickwick Dam, is bringing power from plants some distance away. 
Kach new line could bring in about 100,000 kilowatts and would cost 
thout $5 million. The loads in northeast Mississippi and western 
ennessee, including Memphis, in the next several years will be 
rrowing at a rate not far less than 100,000 kilowatts a vear. Con- 
inuing to bring in increased amounts of power to Memphis from a 
istance means expenditures the first year of about $5 million for 
nes not otherwise needed The longer that roes on, the more 
asteful the process becomes, as compared with developing powet 
ioser by. 

You have capital investment, loss of energy over the lines, and the 

st of operating the lines. That process is wasteful and should be 
elied upon only long enough to build up a situation to justify installa- 
ion of large units of capacity for the general area’s requirements. 

Mr. Anprews. Assuming you do not build the plant at Fulton 
ind the demand for electricity from the city of Memphis increases 
so rapidly that in 1956 it finds you without sufficient power ta 
urnish it, would there be any liability on TVA to furnish Memphis 
the amount they required? 

22490—53—pt. 1——11 
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Mr. Kampmerer. | would like to refer that to our General Counse| 
We try to protect ourselves as well as we can. 

Mr. Swipter. The Memphis contract is a little different from any 
other. Memphis contends there would be liability on the part of 
TVA. My opinion so far as liability is concerned is the other way 
Under our other contracts, clearly TVA would not be liable. 

Mr. Anprews. Who makes that contention for Memphis? 

Mr. Swipter. The Memphis Light, Gas, and Water Division. 

Mr. Anprews. If you have given them the money for these two 
steam plants at Fulton when would you expect to have them i 
production? 

Mr. Kampmerer. Late 1956. The fall of 1956. It takes a good 
3 years under present conditions of manufacture and delivery to get 
a plant like that in operation. 

Mr. Yarrs. Continuing Mr. Andrews’ line of questioning, is ther 
a possibility of obtaining sufficient power to meet the needs of the cit) 
of Memphis from private utilities in the area? 

Mr. Ciapp. We would like to think there was that much power 
around somewhere but we have not been able to find it. 

Mr. Yates. What are the private utilities in the area? 

Mr. Ciapp. The adjacent private utilities are the Arkansas Power 
& Light across the Mississippi River; the Mississippi Power « Lig] 
which is a part of that same system which operates in the western part 
of Mississippi; and also the utility that operates south of Arkansas ii 
Louisiana. 

Mr. Yarrs. Do they have sufficient capacity to furnish the power! 
when Memphis needs it? ; 

Mr. Kampmerrer. No, not nearly, Mr. Yates. The entire produc- 
tion of power in that system is being used except for such operating 
reserve as they have for their own lines and the city of Memphis 
load is a load which looms very large in proportion to the entir 
operation of the Middle South system. From that system the 
Mississippi Power & Light Co. has sold us some power from time to 
time in the past and in connection with power supply to the Atomic 
Energy Commission we were able to obtain from them as a maximum 
100,000 kilowatts for a short period of a few months. 

They have recently, within the last few days, as a matter of fact, 
made some statements which might be interpreted as indicating that 
they could help carry some of the loads in this area. We havi 

responded to that inquiry. The history of our transactions with the 
Middle South system there, through the Mississippi Power & Light, 
indicates pretty well how limited the amounts of power might be that 
could be obtained from that direction. 

Mr. Yares. When you say “history,’’ what do you mean? 

Mr. KAMPMEIER. Perhaps the most brief way of explaining what 
I meant would be to read into the record this exchange of corres- 
pondence with the Mississippi Power & Light Co. 

Mr. Yarss. | think that is up to the chairman. 

Mr. Pururrs. If it has a direct relation to the discussion put it in 

Mr. Yares. Does it pertain to the possibility of power being ful 
nished to supply the needs of the area by the Mississippi Power « 
Light Co.? 

Mr. Kampmeter. Yes. I think there was that intention in their 
letter, though not specific to that point, and I believe our reply also 





161 


makes some reference to the history of our transactions with them 
which would be by way of answering specifically the question you asked 


TY 
Ll 


e 
Mr. Yates. Apart from the question of correspondence which | 
assume the chairman may want in the record, what is the history of 
vour dealings with them? Has it been satisfactory? . 

’ Mr. Kampmerer. It has been a mutually satisfactory one. We 
exchange power with them. The power goes in either direction as the 
need warrants. I think it would also be misleading if I did not point 
out that this kind of transaction is a short-term interim transaction. 

Mr. Yates. To take care of excess loads. 

Mr. Kampmeter. Disposition of temporary service power such as 
\ir. Andrews was talking about and the nature of the power ranges 
variously from day to day—short term power. 

Mr. Yates. Did you testify previously today as to what the power 
weeds of the city of Memphis and the area would be in a couple of 
years? 
~ Mr. Kampmerer. The power needs of the city of Memphis and the 
neighboring areas and territories in part of Tennessee and Mississippi 
are in the neighborhood of 600,000 kilowatts for 1956. 

Mr. Yarres. What is it now? Are you people able to serve it 
directly now? 

Mr. Kampmerer. We are able to serve it fairly adequately now 
with the existing transmission lines. The load now is of the order of 
100,000 kilowatts and that is approaching the capacity of these 
several existing transmission lines you see on the map. 

Mr. Yares. So by 1956 the area will require another 200,000? 

Mr. Kampmeier. Two or three hundred thousand. 

Mr. Yates. How much could you obtain from the Mississippi 
Power & Light Co.? 

Mr. KampMErgER. Based on past experience with them and taking 
into account the physical condition of our system, tying our system 
with theirs, I would say that entire group of companies might under 
most favorable circumstances provide us with as much as 100,000 
kilowatts. 

Mr. Yarrres. So there would still be a shortage of 100,000 or 200,000 
kilowatts? 

Mr. KAMpMEIER. Yes. 

(The correspondence referred to above is as follows:) 

Mississipp1 Power & Licnur Co., 
Jackson, Miss., May 13, 1953 
Mr. G. O. WeEssENAUER, 
Manager of Power, Tennessee Valley Authority, 
Chattanooga, Tenn. 

Dear Wess: We have noticed from the press during recent weeks of some con- 
cern over future electric power supply for the Memphis and northeast Mississippi 
area, 

You are familiar with the fact that under the terms of the existing interconnec- 
tion agreement between the Tennessee Valley Authority and Mississippi Power «& 
Light Co., that up to 100,000 kilowatts of firm power have been delivered to the 
TVA system in the past, primarily because of requirements of the Atomic Energy 
Commission’s plant at Oak Ridge. Also, sizable blocks of nonfirm power have 
been delivered from time to time. We feel that this relationship between TVA 
and our company has proven satisfactory during the time it has been in opera- 
tion, and it would appear that a continuation of these deliveries of power under 
the proper terms and conditions would alleviate, if not entirely solve, the problem 
of a power supply to these areas for a great many years to come, 
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Since there are existing facilities available for this purpose and major p 
vdditions are now nearing completion, which will make available additional px 


it would only be necessary for the negotiation of a proper basis for these deliv: 
We think that it is worthy of discussio1 


, and we will be glad to meet with you 
your convenience 


La 


I certainly hope by now that you have fully recovered from your unfortuna 


airplane accident and that there have been no permanent ill effects from it. 
With kindest re gards 


Sincere ly, 
B. Witson, Vice Preside 


TENNESSEE VALLEY AUTHORITY, 


Chattanooga, Tenn Vay 18, 195 


Power & Light Co., 
Jack son (113 ‘ V/ £8 
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before our negotiation of the contract to supply us up 
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Your letter is silent on price. 
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tem. ‘The cost would not be far from twice the average rate per 
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Very truly yours, 


TENNESSEE VALLEY AUTHORITY 
G. O. WrssSENAUER, Manager of Powe 
Mir. Yares. We have been talking of Memphis as a critical are: 
Do these same plants have any bearing on the furnishing of power 
or the Paducah atomic-energy plant? 


Mr. Kampmerer. In this sense: in order to supply a plant like the 
Paducah plant when it goes into operation 
yperation much more rapidly than we could build power facilities 
e have to use the entire resources of our system. 
ave been able to take on loads like Padueah and Oak Ridge on the 
schedules called for was we had a surplus supply to give. 
e will have a deficieney in power. 


and it could be put into 
The reason we 


In 1956 
That means, if power is needed 
r new defense installations we have no way to begin taking care of 

and these loads will have to wait: until generating plants can be 
built. 

Mr. Yarrs. The newspapers have been intimating that the Secre- 
ary of Defense is thinking of cutting back the atomic-energy installa- 
tion at Portsmouth. Has any word been given to your organization 


vith respect to a cutback for Paducah so that Paducah will not 
equire as much power? 
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Mr. Kampmerger. No. On the contrary the recent discussions of 
the Atomic Energy Commission with us were as to what might be 
done to accelerate the supply of power for Paducah. 


POWER SUPPLY IN EAST TENNESSEE 


Mr. Yares. Now, going over to John Sevier in reply to a question 
of Mr. Jonas this morning, you said the lines of private utilities were 
close to the Sevier plant. What is the need for power there? 

Mr. Kampmeter. The need for the Sevier plant is to provide for 
the growing power supply of our system, particularly the part of the 
overall job of power supply in 1956 as it relates to the entire east 
Tennessee area. The John Sevier plant will help by providing power 
to Oak Ridge and the aluminum plant at Alcoa and the whole require- 
ments of that area. 

Mr. Yates. Can you translate that into terms of kilowatts? 

Mr. Kampmetier. The power requirements eastward of Oak Ridge 
would be in the order of 1 million kilowatts or more. The John 
Sevier plant has 3 units of 180,000 kilowatts each, so that will bring 

540,000 kilowatts. That plant together with the existing hydro- 
plants in east Tennessee are designed to balance off approximately, 
as part of the overall system operation, with the 1 million kilowatt 
load in east ‘T'ennessee. 

Mr. Yares. Is there a possibility of obtaining the additional power 
you need without building the John Sevier plant through obtaining 
it from private utilities in ‘the area 

Mr. Kampmeter. The Kingsport Utilities Co., which is the nearest, 
has a small and almost obsolete steam plant which is inadequate to 
carry the load in Kingsport; so there is no power available there 
Kingsport Utilities produces only a fraction of the power it sells. 
The deficiency is taken from the Appalachian Electric Power Co., 
whose nearest major plants are 100 miles or more to the northeast, 

Mr. Yates. Would it be possible to obtain power from that 
company? 

Mr. Kampmerer. Again, probably in minor amounts. We have in 
the past obtained power from that company. 

Mr. Yarrs. How? Do vou have a transmission line connecting 
to it? 

Mr. Kampmerger. Yes. We have interconnecting lines with all the 
neighboring systems. We-.have in the past obtained power from 
Appalachian but we have not been able to obtain any firm power, 
although we tried to do so in connection with interim power supply 
at Oak Ridge a year ago. 

Mr. Yares. How much power did you obtain from them at that 
time? 

Mr. Kampmeter. Nonfirm power on a day-to-day basis in amounts 
ranging from zero to 100,000 kilowatts. 

Mr. Yarers. Did they furnish you with all the power you required 
and requested? 

Mr. Kampmeter. They did not furnish us with as much as we would 
like to obtain. 

Mr. Yares. Did they give you the maximum they could give? 

Mr. Kampmeter. Yes. 
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Mr. Yarres. And was that maximum adequate for the purpose that 
you needed the extra power for? 

Mr. Kampmerer. That is a little hard to answer, Mr. Yates, without 
oe to do an injustice to them. What we were asking was all 

e help we could get to supply the interim power requirements at Oak 
Rid ge. They did that. Between the help we got from them and all 
ur other neighbors and what we could do with our own system we did 
supply the interim requirements at Oak Ridge. So, I assume the 
answer is, ‘“Yes.’”’ That does not mean there was any specific amount 
they made available on a firm basis. 

Mr. Yates. What about the rates you paid? Was it the regular 
rate or a premium rate? 

Mr. KaAMPMEIER. It was was definitely premium-rate power because 
t was power coming from their standby plants which they were 
perating for us on an emergency basis. ‘The power which we got for 
Oak Ridge on an interim basis from them ranged in price from 10 to 
20 mills per kilowatt-hour. 

Mr. Yatrses. With respect to the Kingston plant are there private 
acilities in that area? [ was under the impression from previous 

earings that there are no private utilities within the center of Ten- 
nessee from whom you could purchase additional power. 

Mr. Kampmerer. That is correct. And Kingston being in the 
enter of that east Tennessee area is further from any other source of 
supply. 

Mr. Yates. Except from the nature of your integrated system, if 
vou could obtain power from firms, on the periphery of your area it 
ould be carried to almost any other part of your system. 

Mr. Kampmerer. Yes; within limitations of transmission capacity, 
ve can move 100,000 to 200,000 to almost any principal part of the 
system from any other principal part. When you get into larger 
mounts, however, you get into difficulties. 

Mr. Yarrs. There is a loss of power from an extended distance? 

Mr. Kampmerer. Not only that but a physical limitation as to how 
nuch you can move with existing facilities. 

Mr. Yates. With respect to $31 million in projects under construc- 
tion stricken from your budget request, will the failure to proceed in 
ompleting the construction result in an overall loss? I mean will it 
ost the Government more eventually to construct these projects as 
a result of delaying at this time? 

Mr. Kampmerer. It will definitely cost the Government more. 
some of that is unavoidable to the extent that the equipment is going 
to be delivered later than we originally planned. All such delays are 
ostly to us. Trying to make up for the capacity that would have 
become available from 1 of these new plants during the period of 

s delay usually means paying from 3 to 10 times as much for the 
energy as it would cost if you got it from the new plant. 

Mr. Yarss. Is that because of increase of prices? 

Mr. Kampmerer. That is based on experience with the fact that 
the only way you can make up for the power that would have been 
available from new plants is to rely on such of the oldest plants on 
uur system or the integrated systems as might not be operative. 
These older plants use 2 or 3 or 4 pounds of coal per kilowatt-hour 
and they involve heavy transmission losses. It is not out of the realm 
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of likelihood that within a period of 1 year the rate we would pay fo 
power to replace the output that a new plant would be so costly tha; 
the premium paid would be as much as one-quarter to one-third of 
the total cost of the new plant. 

Mr. Yarers. Is this based on past experience. 

Mr. Kampmeter. Yes 

Mr. Yates. Can you give examples? 

Mr. Kampmergr. Right now the AEC at Paducah and Oak Ridg 
is paying premiums of about $1 million a month because we do not 
have surplus capacity available from modern plants, so they have t 
use such power as they ean and it is costing them today : about $1 mi 
lion a month. In that way vou pay fast for plants vou never own 


CANCELLATION CHARGES 


Mr. Yarrs. The committee has had occasion to recently considel 
the cancellation charges under the contract between the AEC an 
the Ohio Valley electrical companies. How does the contract between 
TVA and the AEC compare insofar as cancellation charges are con- 
cerned with that of the Ohio companies? 

Mr. Kampmerer. Mr. Yates, my knowledge of the arrangements 
with the Ohio Valley Co. is limited to what I have learned in thx 
recent hearings and such information as we have gleaned from th 
AEC. But I would say that in my understanding they compare ir 
this way. The arrangement that was made with Ohio Valley elec- 
trical companies is a much more simple arrangement. It is expressed 
in terms of more nearly a single figure for cancellation than in th 
case of the TVA contract. 

In our case the charge is not so much a cancellation charge, in fact 
there is no cancellation charge per se. There is a requirement that 
the AEC will continue through a notice period to make a specified 
minimum use of power or to pay for it whether used or not, whic! 
means if they are able to use the power they have no cancellatior 
costs. In the other case there is a cancellation charge as such. | 
think there is a further difference: in the event of cancellation ani 
time during the next 10 years, the cost to the AEC would be a good 
deal less in relation to the size of load under their contracts with us 
than in the case of the contract with the utilities. 

Mr. Yarres. Was the Federal Power Commission consulted wit! 
respect to your contract? 

Mr. Kampmerrer. Not so far as I know. 


BASIS FOR DETERMINING COSTS TO BE REPAID TO THE FEDERAI 
GOVERNMENT 


Mr. Yarrs. I would like to ask Mr. Clapp a question. 

As I understand, in the operations of the Bonneville Power Admi 
istration in the Northwest, the cost of irrigation and reclamation shoul 
figure in the rates charged for power and those costs are recovered it 
the costs for power over the period of amortization. There is nothing 
lke that with respect to TVA. 

Mr. Criapp. No. I am not familiar with the details of Bonnevill 
to that extent but in our setup in TVA the power setup stands on its 
own feet and the use of its funds is limited to the power progran 
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Mr. Yates. None of the costs for navigation or flood control are 
repaid through the power program? 

Mr. Ciapp. That is right. One could make a good point about 
the contribution that the existence of the power facilities in a multiple- 
purpose dam make to lower the cost for providing navigation and flood 
control through an allocation of costs of the joint investment that is 
‘ommon to all three purposes. But actually, the power investment 
s segregated from all other investment. The revenues from the sale 
of power are related to that investment and to other costs to find the 
rate of return. The moneys made available from the power system 
of TVA are spent only in connection with the power program and 
ts obligations. 

Mr. Yarss. Indirectly, however, the Federal Government does 
receive through the rate of return some of the money that goes out 
for the expansion of navigation and flood control. Do they not? 

Mr. Ciapp. To put the proposition simply, I can say this, that 
there will come a time when the investment in the priate system of 
the TVA will have been paid back to the general funds of the Treasury. 
The Federal Government will still own all that property. The 
consumers will have paid depreciation on it. The Federal Govern- 
ment will still own and control all the revenues still to be received 
from it. Now, if when that time comes Congress wants to set up a 
system of accounting whereby the continued payment of a return 
into the Federal Treasury over and above our operating requirements 
should be counted as a repayment of the navigation and flood control 
facilities investment, that could be done. But the way it is set up 
now we are relating those payments to power. 

Mr. Yares. In other words you are running it as a power company 
now in accordance with the mandate of Congress to run it on as 
businesslike a basis as possible. 

Mr. Crapp. That is right. 

Mr. Yares. How much of a return does the Federal Government 
ecelve? 

Mr. Crapp. We have averaged from the year we began, 4 to 5 
percent on the original investment. This return is after payment of 
all out-of- -pocket costs for coal, salaries and labor; after a suitable rate 
of depreciation; and after payments in lieu of taxes to States and 
‘ounties as provided by the law. 

Mr. Yates. The Ohio contract provides for 8 percent on equity 
capital to the company. Why is that rate not charged on your basis? 

Mr. Ciarp. I suppose the reason is that the Ohio Valley Electric 
Co. 

Mr. Yares. I do not single out the Ohio Valley as being different 
from any other utilities. It was my understanding that most power 
companies obtain a return of about 8 percent and that is the reason 
lor my question. 

Mr. Cuapp. Private companies ordinarily obtain a rate about that 
figure and considerably higher than we are showing. That is one 
of the reasons why private companies find it difficult to achieve as 
low a rate structure as we have. That is not the only reason but it 
s one of them. 
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PAYMENTS TO STATES AND MUNICIPALITIES 


Mr. Yares. I notice in the act that you are now paying something 
like 5 percent in lieu of taxes to the States and municipalities? 

Mr. Cuiapr. The 5 percent relates to our gross revenues and it is 
allocated among the States and the counties affected on the basis of 
where the properties are located and where the power is sold. It is a 
complicated formula. 

Mr. Yates. Is my memory correct that the payment in lieu of taxes 
amounts to about 20 percent of what the taxes would have been o1 
were at the time TVA took over the properties? 

Mr. Criapp. No. If you take the amount of payment in lieu of 
taxes we make to States and counties and add to it the amount th 
municipalities and cooperatives distributing TVA power pay to taxing 
districts, you get a total of about $6 million a year which is more thar 
the private companies were paying oa their properties to the States an: 
counties at the time we bought them out. 

I should point out that the property is expanded and changed. 

Mr. Yates. You do not intend to convey the idea that payments in 
lieu of taxes are equal to the amounts that private utilities would hay: 
paid if they had been operating these properties? 

Mr. Ciapp. They come pretty close. You have to make theoretica 
calculations but there are ways of doing it. Our tax situation with 
respect to the States and counties and the municipalities with respect 
to their taxing bodies is a pretty comparable situation except, o! 
course, for the Federal income tax which the private corporation pays 

But in the case of TVA all its net balance belongs to the Govern- 
ment. You can compute what that tax payment would be and ther 
would still be money and that would leave us in the black. 

Mr. Yarers. In other words, the moneys that go to the Federal 
Government are more than what a private utility would have paid 
in income tax? 

Mr. Ciapr. Yes. Because in our case it is 100 percent of our net. 
In their case it is only a percentage of their net. 

I was very much interested in reading the transcript of the previous 
hearing before this committee in which Mr. Kampmeier spoke at some 
length on this subject, and I want to compliment the committee for 
its patience in hearing the extended discussion of TVA’s status on 
tax requirements compared with private utilities. I hope if you wer 
not here at the time that you will find time to read that because it 
does support Mr. Kampmeier’s statement. The statement I hav 
frequently made is that the Federal Government receives more from 
the operations of the TVA as a utility than it would if the area wer 
served by a private utility. 

Mr. Yates. When you say it receives, you mean moneywise? 

Mr. Ciapp. Yes. Moneywise. More than they would receive 
from a similar operation were that operation under a private compan) 

(Discussion off the record). 

Mr. Jonas. In this so-called return to the Government from TVA 
Mr. Kampmeier did not contend that the Government was receiving 
into its Treasury every year more money than a private utility would 
pay? 

Mr. Cuapp. I was careful not to say that. 

Mr. Jonas. I beg your pardon. You said moneywise. 
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Mr. Yates. That is the reason I asked the question, whether the 
Federal Government got as much in money as it would receive from 
a private utility. 

Mr. Cuiapp. I did not mean to answer it that way to that precise 
point. Some comes about through an increased equity in the physical 
plant. 

. AREA SERVED BY THE TVA 


Mr. Jonas. I am not clear as to the extent of what you consider is 
the valley area. The site of the proposed steam plant at Fulton is not 
on the Tennessee River. Is it? 

Mr. Cuapp. That is right. It would be 100 miles from the Ten- 
nessee, 

Mr. Jonas. What tributary of the Tennessee River is it on? 

Mr. Ciapp. It is not on a tributary of the Tennessee. It is on the 
Mississippi. 

Mr. Jonas. What I am trying to get clear in my own mind is the 

xtent to which TVA is restricted in expanding its activities. 

Mr. Cuiaprp. Let me try to give you a little history on that which 
will answer the question. T he TVA Act, the congressional charter of 
TVA, says that TVA shall make power available and it prescribes 
certain conditions relative to the initiative of local bodies coming in 
and entering into contracts to buy within transmission distance of 
its dams, 

The drainage area of the Tennessee River is about half the size 
of the service area that we are now serving with TVA power. The 
only boundary of the TVA service area at any time through the his- 
tory of TVA has been set by a combination of the action of local 
bodies, municipalities and cooperative groups, negotiations with 
existing utilities and actions and appropriations in Congress and 
decisions of the TVA. There is a whole complex of considerations. 

Mr. Jonas. You could not have built a dam at Fulton? 

Mr. Cuapp. That is right. We could not. 

Mr. Jonas. But you take the position that you have the right to 
build a steam plant there now because of a need to furnish additional 
power to Memphis because of the contract in the Memphis area—the 
contracts you made in 1935. 

Mr. Crapp. Yes. With those municipalities and other bodies. 

Mr. Jonas. If the Mississippi River were not there how far would 
you consider you could expand west? 

Mr. Cuiapp. I cannot answer that question categorically. 

Mr. Jonas. Is there any limit? 

Mr. Cuapp. I think there are limits. My own view of what those 
limits are is economy and manageable size of an area that gets you the 
best economy in an integrated system, the sort of questions we were 
discussing this morning. 

If the ‘Mississippi River were not there it is conceivable that if we 
had lots of power to sell in the thirties that the people of Arkansas 
(still assuming that there is no Mississippi River) would have said: 
We will buy some of that power. As a matter of fact they did ask 
for it. The presence of the river there affected the economy in getting 
the power across the river. 

Mr. Jonas. And your theory is that as the power supply increases 
you have authority to extend your transmission lines and then build 
additional facilities to follow the progress of your transmission lines. 
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Mr. Ciapp. Except for this, Mr. ama A point we want to make 
perfectly clear. We do not regard a steam plant as a benchmark 
from which we can measure our Giditine e to expand in the area. The 
law still says service to areas meeting these conditions of local prefer- 
ence and “‘within transmission distance of TVA dams.”’ 

Mr. Jonas. Mr. Kampmeier, you stated in response to some 
question by Mr. Yates that the Mississippi private utility and the one 
in Arkansas are not sufficiently equipped now to prov ide this additional 
load you expect the Memphis area to require. They are in the area 
Isn’t it fair to point out that you do not mean to say that they are 
not financially able to expand their facilities if they were assured you 
were not going to be in there taking all the power ‘business? 

Mr. Kampmerer. Taking that one thing at a time, Mr. Jonas, they 
clearly have nowhere near the capacity to take care of the growing 
load. As to what they could do, hypothetically, I cannot say. What 
[ can say is that building plants at a distance in Arkansas and Mis- 
sissippi and so on and bringing the power into Memphis would be 
much more costly way of doing the job. 

Mr. Tuomas. Why could they not build a plant on the same loca- 
tion? Can you build it any cheaper than they can? 

Mr. Kampmerer. A pretty good illustration of that will be when 
the new plants are in to serve AEC at Paducah—the Shawnee plant 
of TVA and the Joppa plant of Electric Energy, Inc. We do not 
know how the costs shape up yet but we will be very interested. The 
facts indicate that we are building cheaper. 

Mr. Jonas. [lived in an area that I expect has increased industrially 
as much as any area in the United States in recent years. We have 
not had any shortage of power and we have been exclusively supplied 
with power by private utilities and they have never failed to be able 
to expand their facilities and their service to the users of power as 
the need developed. Do you mean to testify that there is something 
inherent in the Mississippi and the Arkansas companies that would 
prevent them from expanding their facilities if they feel the business 
is available in those areas to justify the expansion? 

Mr. Kampmerer. No. Nor could I testify that our neighboring 
companies have always had enough power to meet their growing 
loads. The fact is that some of the companies to which you refer in 
North Carolina have called upon us for help just as we have had help 
from them on occasion as in the Oak Ridge case. We made it possible 
for certain defense loads in North Carolina to be served. 

Mr. Jonas. Do you furnish any power to the Duke Power Co? 

Mr. Kampmeter. We have done so, yes. 

Mr. Jonas. All private companies operate that way if they are 
near enough to each other to do so. 

Mr. Kampmeter. Surely. 


TRANSFER OF TVA BOARD TO MUSCLE SHOALS 


Mr. Purtutps. Before concluding the hearing I want to put in the 
record something about the transfer of the office building from Knox- 
ville down to Muscle Shoals. We covered it in previous proceedings 
but Mr. Clapp felt the other day that I had been a little rough on him 
at page 3686 of the Congressional Record of April 22, and I want to 
make that fact known to all members of the subcommittee. 





also want to have in the record the wire dated May 7, 1952 
addressed to Mr. Clapp from the Director of the Bureau of the Budget 
which, I imagine, all of you read but which I will now read for the 
record: 


Hon. GoRDON R. Ciapp, 
Chairman, Tennessee Valley Authority 
Knocville, Tenn. 

The report of the first independent offices appropriation bill of 1954 on page 
21 questions the transfer of the administrative offices of the ageney from Knox- 
ville, Tenn. to Muscle Shoals, Ala., and the acquisition of the building to be 
construeted at Muscle Shoals through a lease-purchase contract with the builder 
and requests that no further action be taken by TVA at this time. 

It also states that the matter is being studied by the committee, and the 
committee proposes to submit a recommendation concerning the matter at the 
time appropriations for TVA are considered. 

Under these circumstances, you are instructed to delay any action in this 
matter in connection with contracts and construction until the subject has been 

ved to the satisfaction of Congress 
Joseru M. Donar, 
Directo . Bureau of the Budget 


Mr. Puiuturps. And the date is May 7, 1953. 

Now, in speaking on the floor, Mr. Clapp thinks I was a little 
rough on him because I quoted his letter addressed to Mr. Dodge, 
and read only the following: 

our view (meaning the TVA) the decision is one 
ito make. 

| am not questioning the right of the TVA to make administrative 
decisions, I am questioning the lack of a limitation TVA is putt 


ipon this decision. It suggests TVA does not feel that Congress 
should be advised. The letter goes on to indicate why TVA would 
make such a decision apparently without regard to the feelings of 
the Congress. 


| said to Mr. Clapp, and I want to say now, that I want the sub- 
committee to know there is no controversy. We meant what we 
said in our bill. There is an area where the contract for putting up 
a building and obligating the United States to a very considerable 
amount of money is of concern to us. On the 10th of March the 
TVA signed a contract for a building, and on the 12th of March the 
TVA representative made no mention of that to us. Thus | think 
TVA has taken a responsibility solely to itself which I feel should 
properly be shared with the Congress. I said to Mr. Clapp over 
the telephone that perhaps the oe of the majority of the sub- 
committee was that as long as TVA has to come to the Federal 
Treasury to get money every year it should take us into its counsel 
as to how the mone y should be spent. That is a summary of what 

‘talked about over the phone. 

et Crapp. I appreciate your comment on it. 

| should like to say that the full text of the letter I sent to Congress- 
man Baker on April 2 carried no implication of defiance of any recom- 
mendation in the report of the committee. I was expressing to 
Representative Baker a point of view different to the one he held 
as to where TVA should have its offices. My letter made very clear 
that the TVA board believes the decision it reached was not only 
well within its authority, but also that the decision was wise for 
reasons of economy and efficiency. And I should also like to say 
that the further analysis we have made of that problem since the 
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hearings were held by this committee has even strengthened {| 
conviction of the TVA board of the wisdom of that plan. 

Why we received the telegram that the Director of the Bureau of 
the Budget sent to me, I do not know, because we had previously 
indicated to his office that we were going to comply with the com- 
mittee’s admonition in its report. I have also received this lette 
dated May 15, 1953, from the Director of the Bureau of the Budget 
which I would like to turn over to you for the record. The letter 
indicates the results of their analysis of the problem and does not 
take issue with our views that the proposed arrangement provides 
certain inherent economies. 

(The letter is as follows:) 


le 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BuDcET, 
Washington 25, D. C., May 15, 1953 
Hon. Gorpon R. Ciapp, 
Chairman of the Board, Tennessee Valley Authority, 
Knoxville, Tenn. 

My Dear Mr. Cuapp: The Bureau of the Budget has made an examinati 
of the various aspects of the proposed office building at Muscle Shoals, Ala., based 
on information which you have furnished us. 

These involve three apparent alternatives: 

1. Government construction and operation. 

2. Private construction and operation under a 20-year lease-purchase agreeme 
and 

3. Private construction with purchase by the Government when complet 
and operation by the Government. 

The price of the building to be built by the private contractor appears to compar 
favorably with estimates of the cost of Government construction of the sam 
building. 

An estimate of annual cost (including amortization and interest over 20 vears 
at 3 percent in the case of Governmeiat construction and operation) produces 
approximately the same result as the annual cost under private construction and 
operation for the 20-year term of the lease-purchase agreement. 

The saving in operating costs under alternative 3, representing Government 
purchase and ownership at the time of completion, would lie principally in the 
area of taxes and insurance, 

While there is an increase in the annual cost of office space over the rentals 
now being paid for the space to be released, it is possible the consolidation of 
space now in use at Muscle Shoals, Chattanooga, and Knoxville in a single air- 
conditioned building could result in operating economies that offset the increase, 
and this would especially be true if there were to be rental increases for the 
present establishments. 

It should be noted that under the present arrangement whereby office accon 
modations are under lease from private owners, taxes are paid to the Govern- 
ment and the local community. Under the private construction and operation, 
similar taxes would be paid for a period of 20 years to a different community 
and after that period would not be paid. Under Government construction and 
operation and under private construction purchased by the Government whe! 
completed there would be no continuing tax benefits to either community. 

The 20-year lease purchase agreement involving private construction and 
operation at Muscle Shoals as opposed to either Government construction and 
operation or private construction with Government purchase and operatio! 
would not require an appropriation for the construction cost. 

If the Congress can be satisfied that the lease purchase agreement is withi! 
the authority of the TVA and is appropriate to the circumstances, and can be 
satisfied that the savings in operating costs will reasonably offset the cost o! 
moving and the increased annual cost, the Bureau of the Budget would interpos* 
no objection. 

Sincerely yours, 
Jos. M. Dopar, Directo 





Mr. Puruures. I think the subcommittee recognizes that. We also 
point out that this matter was not discussed for many years, and never 

fore this subcommittee. Actually you are not proposing to close 
in office. You would have offices in Chattanooga, Knoxville, and a 
hird office in Muscle Shoals. You are taking people out of 80,000 
square feet of floor space at Knoxville and moving them into 120,000 
square feet at Muscle Shoals. 

Our experience with many agencies with which we deal is that a 
program of that kind, which on paper may seem to be an economy, 
{ten results in other building programs and other plans, all of which 
seem to cost money. So, we thought you should remember there was 
a committee here and you are spending Federal money. You will ask 
is for money to make up the deficit or the construction and operating 
xpenses of TVA. 

Mr. Ciapp. Our problem—and I did not know this was going to 
ome up at this hearing of our budget because there was nothing in the 
uudget to bring it up 

Mr. Puriiures. Only that we have, apparently, committed ourselves 
to make some further decision, and I did not want that decision to be 
nade without your knowing it. I have no further comment to make 
n it so far as I am concerned. : 


NUMBER OF EMPLOYEES 


Mr. Tuomas. I notice you are reducing jobs from 24,962 to 23,104, 
1 reduction of 1,858. Are those all regular full-time employees? 

Mr. CLarkx. No, Mr. Thomas, they are not. They are all full- 
time employees but a large part of them are on hourly construction 
WOrks. 

Mr. Tuomas. Can you break them down between the monthly 
imual workers and the hourly workers? 

Mr. Crark. I have a figure on that. Just a moment, please. 

Mr. Porutures. Mr. Thomas, I think it would be helpful if we knew 
vhether that means only individual people or just a certain number 
{ hours which may have been performed by more people than are 
nere. 

Mr. Cuark. The figure of 24,962 is the average number of people 
mployed for a full year or the number of man-years. As you indicate, 
Mr. Phillips, the number of positions is larger than the man-year 
ngure. 

Mr. Tuomas. How many permanent positions have you? 

Mr. Cirarx. The reduction consists of 123 permanent positions, for 
which there is a decrease of 93 man-years. There is also a reduction 
{ 1,765 man-years of employment by‘hourly workers, making a total 
reduction of 1,858 man-years, 

Mr. THomas. How many permanent employees does that leave 
vou? 

Mr. CLark. 13,934 positions. 

Mr. Tuomas. Do they work a 5-day week? 

Mr. Crark. A large part do. Some of our design people and some 
permanent employees on the construction there are on 45-to-50-hour 
veek, 
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Mr. Puiuurps. Let us get ourselves together, Mr. Thomas. Op 
March 12 TVA testified 12,868. Am I right? And now you ar 
testifying 13,900 after a reduction. 

(Note by Mr. Clark:) 

The 12,868 figure given in our testimony in March was the estimated averag; 
employment for the 14,057 permanent positions. The 12,868 is reduced by 93 
to 12,775; the 14,057 figure is reduced 123 to 13,934. 

Mr. Tuomas. 176 and 123 

Mr. Tuomas. The technical people who work at the dam said you 
pay them overtime beyond 40 hours? 

Mr. Cuark. Yes, sir. 

Mr. Tuomas. And how much sick leave and permanent leave do 
they get? 

Mr. Crark. Our annual employees get the same annual and sick 
leave as the regulations of civil service provide. 

Mr. THomas. And you mean to tell me that with that in mind you 
are building cheaper than the labor provided by private companies? 

Mr. Kampmerrer. We will be glad to stand on the record and th: 
indications are 

Mr. THomas. We will give you a medal. We know of no Govern- 
ment agency which can come within 15 percent of private industry. 

What about your construction workers and these 12,000 or 15,000 
re ul ar civil service employees you are charging against constructio1 
wo! k. 

Mr. Crark. Out of the total in the original 1954 budget, Mr 
Thomas, there was 15,985 man-years of hourly and annual employ- 
ment related to construction. 

Mr. Puiiuips. Was the figure given? 

Mr. CiarK. 15,985 in the original budget for construction. Sub- 
stantially all of the reduction comes out of the construction figure, so 
there is now a total of 14,134 man-years for our construction program 
in the revised budget. 

Mr. Tuomas. And does that include the regular maintenance work 
on the lines and dams? 

Mr. Cirarx. No, sir. 

Mr. THomas. How many employees did you have on regula 
maintenance work on dams and lines and regular maintenance work 
and so forth? 

Mr. Crark. In 1954, we expect to have a total of 4,400 man-years 
in our power operations which would include the maintenance and 
ope ration of our dams and our transmission lines. 

Mr. Tuomas. Is that included in the 24,000 figure? 

Mr. Crark. Yes, sir. 

Mr. Tuomas. Are these hourly employees or annual employees? 

Mr. Cuark. The figures I am giving are the combined, both 
annually and hourly. 

Mr. Tuomas. Well, next time if it is not too much trouble, we do 
not want to put you to too much trouble, but again, for the record 
there are a couple of hundred million dollars here with about 15 lines 
I wonder if you can spell this out for us next time. You have “Services 
performed for other agencies.’’ What is that? 
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REIMBURSABLE SERVICES 


Mr. Crark. The largest item in that category is the operation of 
the facility at Muscle Shoals for the Chemical © orps; it also includes 
the mapping work we do for the Army. 

Mr. Tuomas. Is that money you pay to the Army or the Army pays 
to you? 

Mr. Criark. They are TVA employees for which the Army is 
reimbursing us; the Army is paying TVA. , 

Mr. Tuomas. What are the other items? 

Mr. Cuark. There are 1,800 man-years in our fertilizer and muni- 
tions development program, largely the operation of the chemical 
plant at Muscle Shoals. 

Mr. Tuomas. Who does that for you? 

Mr. Ciark. The two items which I mentioned—the operation of 
the plant for the Chemica) Corps and mapping for the Army—account 
for substantially all of it. There would be very few man-years—occa- 
sional loans of personnel to other agencies. 

Mr. Tuomas. Who makes the most fertilizer? TVA or the Army? 

Mr. Ciark. TVA, I assume. 

Mr. Tuomas. The Army has about 30 or 40 plants scattered all 
over the United States. Some are in standby condition and some 
out on lease. They have one in my town out on lease. 

Mr. Otrver. I do not believe the Army manufactures any at all 

Mr. Tuomas. They manufacture the nitrate. The Army had some 
15 or 20 plants. They are not in the business in my town. One 
cost 5 or 6 million and they just had it leased to a commercial fertilizer 


company. They have one in west Texas and others—some 15 or 20. 
What inte rest do they have in your operations at Muscle Shoals? 
Mr. Crark. The plant there is one which TVA has been asked by 
the Army to construct and operate on a reimbursable basis. That 
facility at our Muscle Shoals reservation —the nature of the project is 
classified, but I do not believe that it involves fertilizer products 


OTHER OBLIGATIONS 
TRANSPORTATION OF THINGS 


Mr. Tuomas. What is this?—‘03 Transportation of things 
$18,190,346.” 

Mr. Crark. Freight on coal and on the equipment being shipped 
in to the construction projects. 

Mr. Tromas. What is vour freight bill on coal? 

Mr. Crarx. About $7 million this fiscal year; it will be about $10.5 
million in 1954. 

Mr. Tuomas. Your freight bill? 

Mr. Cuark. Yes, sir; on coal. 

Mr. Tuomas. And your coal bill? 

Mr. Kampmeier. Approximately $20 million this year; about $52 
million in 1954. 

Mr. Tuomas. What happens to the other $12 million out of these 
$18 million on “Transportation of things’? Don’t you res ally feel a 
little badly coming to this committee with an $18 million item and 
having 3 words written on it? You are the only agency of Govern- 
ment that has that much nerve. 
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Mr. Crark. Our justification document gives a complete descrip- 
tion of our construction program: the dams and steam plants that are 
being built. It also shows the tons of fertilizer being manufactured 
and shipped. All these things involve freight costs—and the ex- 
planation 

Mr. Tuomas. That is what I am talking about: is that lack of ex- 
planation 

Mr. Ctark. The explanation in our budgets concentrates on the 
function performed as a result of the expenditures of this money, but 
a breakdown of the freight in any degree of detail can be furnished 
for the record 

Mr. Tuomas. Committees have been complaining for years and 
years about coming in here and wanting a blank check with no infor- 
mation. Here is an item at $18 million with 3 words of explanation: 
‘Transportation of things’’—%6 million a word. That is pretty good. 
Can you break it down? 

Mr. Criapp. I think we have a very detailed explanation of that. 
Part of it—it has to be an estimate—of the freight costs that will have 
to be incurred nn all of the hundreds of thousands of items that we are 
pulling together in building these steam plants and dams and operat- 
ing our system. 

Mr. Tuomas. What transportation of household effects on people 
whom you move is involved there? 


Mr. Cuapp. That 


COMMUNICATION SERVICES 


Mr. Tuomas. Forty or fifty items. What about your communica- 


tion service bill of $777,000. How is that broken down between 
Western Union and long distance and so forth? 

Mr. Ciapp. You have that broken down- 

Mr. Ciark. I can give you a breakdown on that on the basis of 
operating programs and the construction projects which use this 
communication service. I do not have a breakdown with me showing 
how much of it is Western Union or Southern Bell Telephone or some 
other company. I could provide the information for you. 

Mr. Tuomas. Do you have any limitations on how many telegrams 
and te _ ‘phone calls an individual can make a day or anything? 

Mr. Crark. No, sir. Obviously, the amount of communication 
services ces varies considerably among our activities, and we have 
no arbitrary rule. 

Mr. Tuomas. Mr. Chairman, you can sign these blank checks 
you want to, but I bave signed my last one. 

Mr. Patiures. Not only do we have a little difficulty finding out 
what it is that you want money for, but when we get records from you 
for two different dates 


RENTS AND UTILITY SERVICES 


Mr. Tuomas. What about “Rents and utilities’? How large rents 


are you paying out of $1,629,774. Where is it paid? What locality? 
How much per square foot? I do not know any reason why we. 
should give you a blank check and not give anyone else one. We 
might.as well fold up here. 
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Mr. Puriuies. Haven't you a list of places where you supply rent? 

Mr. CLtapp. We supplied this committee, a few weeks ago, with a 
tabulation which listed each TVA installation, both owned and rented, 
vy location and by type of installation. 

Mr. Tuomas. It is not in your regular justification and not in this 
me 

Mr. ANDREws. We got a very complete breakdown in the hearing 
n March. 

Mr. Paiiires. Will you see, Mr. Oliver, if that is not possible? 


OTHER CONTRACTUAL SERVICES 


Mr. Tuomas. What about “Other contractual services’ of 
$12,162,488. That is alot money. What makes up this item 07? 

Mr. Crarx. Approximately $10 million is for power purchased 
from the Army engineers generated in their Cumberland River proj- 
ects, power purchased from others and interchange power received 

from other utilities—— 

Mr. Puriures. Don’t you resell that? 

Mr. Crark. Yes sir, but it is accounted for on a gross basis. The 
cost of purchasing the power shows up under object 07 and the revenue 
shows up under the revenue accounts. 

Mr. THomas. How do you break down the item of $12 million? 

Mr. Crark. On the $2 million over and above the purchased power 
and interchange, again, I can give you a breakdown on a functional 
program basis—— 

Mr. Tuomas. Well, anything will be better than what you have 
here. You have three words here: “Other contractual services” 
$4 million a word. 


POWER PURCHASED FROM OTHER SYSTEMS 


Mr. Kampmerer. That includes power interchanged from all these 
interconnected systems. 

Mr. Tuomas. I didn’t think you had anybody in the whole country 
there except yourself. What are you spending with other utilities for 
power? 

Mr. Kampmerer. On interchange and purchased power, somewhere 
around $8 million this year, as I recall it. There is a tremendous mass 
of detail on this item. I have a whole book on power but not any- 
where near all the details on this item; that 1 item on interchange 
transactions we probably have at least 10 books on the details. 

Mr. Tuomas. It would be very helpful to put 4 or 5 of the significant 
items there? 

Mr. Puituires. Don’t you think you could break that up as to how 
much was for the various items it covers? 

Mr. Tuomas. What is your total sales of power for this present 
fiscal year? What is the anticipated figure? 

Mr. Kampmerkr. For fiscal 1953 our anticipated sales of power 
are $104,000,000. That is exclusive of interdivisional sales. That is 
outside sales. 

Mr. THomas. What is the total sales? 

Mr. Kampmerer. Well, if you add to that the interdivisional sales 
it is a matter of some 2 or 3 million. That would be about $107 or 





$108 million. If you add to that the revenue from delivered power to 
interchange districts which is not ordinarily considered as a sale 

Mr. Tuomas. You are selling it? 

Mr. Kampmerer. No; we are interchanging it. 

Mr. Tuomas. This is what your $8 million is for, over and abov: 
what you interchanged? 

Mr. Kampmerer. That is one side of the ledger. At the present 
time there is a lot more power being received from them rather than 
delivered. We will have revenue from power sent to other systems 
and we will be paying them about $8 million. 

Mr. Tuomas. On the figures you have given me so far, you buy 
about one-fourteenth of your total power from other companies? 

Mr. Kampmeter. In dollars it is more than that. In kilowatts it 
is a great deal less. 

Mr. Tuomas. In dollars. 

Mr. Kampmerer. We are talking about interchanged power. We 
have already spent so far this year through the first 9 months a total 
of $14,174,117. 

Mr. Tuomas. You are not putting out any cash under any othe: 
projects for interchanged power and you say you were spending all 
this $12 million—about $8 million—to other companies over and 
above what you exchanged with them. That shows you buy on you 
other figures about one-fourteenth of the total power you sell? 

Mir. Kampmerer. This budget figure includes the amount estimated 
to be spent. 

Mr. TuHomas. Is that correct? 

Vir. Kampmeter. I understood you to say: Did it include cash 
paid to others? During the P months of this year we paid out more 
than we budgeted for this yee 

Mr. Tuomas. You only tine Ba $8 million. 

Mr. Kampmeier. And therefore through March we had al ready 
spent more than that. 

Mr. Tromas. Do you figure this is a bad guess for fiscal 1954? 
Will it be more than $8 million? 

Mr. Kampmerer. Mr. Thomas, that is an item for which expendi- 
tures can vary widely from estimates. For example, this postyear 
we had a very dry year. The amount of power our dams can produce 
was reduced 2 to 3 billion kilowatt-hours. If we buy that energy 
from someone else we will have to pay $20 million for it. 

Mr. Tuomas. This item arises by virtue of contingencies mainly 
It is a standard item? 

Mr. Kampmerer. It is budgeted on the basis of normal streamflow 
condition. In the event of a dry year that expense goes up sharply. 

Mr. Tuomas. If you have a bad storm in the area and your lines 
ire knocked down. You could still have to buy a little power? 

Mr. Kampmerer. We anticipate always to buy considerable 
amounts of power and to sell some. 


LANDS AND STRUCTURES 


Mr. Tuomas. What about lands and structures, $2,009,950. It 
has been reduced $219,000 from $2,228,950. 
Mr. Ouiver. That is primarily transmission line rights of way. 





GRANTS, SUBSIDIES, AND CONTRIBUTIONS 


Mr. Tuomas. What is this grants, subsidies and contributions? Is 
this your tax item? 

Mr. Cuark. That is about one-half payment in lieu of taxes and 
the other half represents TVA payments to the retirement system for 
TVA emplovees. 

r'VA RETIREMENT FUND 


Mr. Tuomas. That goes into your own civil-service fund? Is you 
civil-service fund comparable to that of the Federal Government? 

Mr. Ourver. The benefits are comparable. 

\fr. THomas. Better than the old social-security program that we 
have? 

Mr. Ouiver. I do not know how to compare it with the social- 
security program. 

Mr. Tuomas. It is generally thought that the Civil Service Com- 
mission retirement program is better than the benefits of the social- 
security program. 

Mr. Ourver. I think that is a fair statement, also, with regard to 
the TVA retirement system. 

Mr. THomas. What is your liability under your retirement pro- 
cram say as of January 1, 1953; and how much funds do you have in 
your retirement fund? 

Mr. SwipLer. We have about $40 million in our retirement sys- 
tem. Ours is a funded system. We started out with an accrued 
liability for service performed before the system was established in 
1939. 

Mr. Tuomas. What is your total liability under your system as of 
January 1 this year? 

Mr. Swipuer. Liabilities are balanced by assets plus the accrued 
liability. We have a funded system. The plan is to have a dollar 
of investment for every dollar of liability. 

Mr. Tuomas. Have you $40 million in assets now’ 

Mr. Swipuer. Yes, sir. 

Mr. Tuomas. You beat the civil service of the Federal Government 
It is only $5 billion. 

Mr. Swipter. We try to keep it in balance. 

Mr. Tuomas. What contribution does TVA make and what con- 
tribution does the employee make? 

Mr. Swipter. The employees’ contributions are based upon age 
at time of entrance into the system and sex. I would say most 
employees pay at a rate of 5 to 8 percent. 

Mr. Tuomas. At this point in the record, Mr. Attorney, | wonder 
if you would be good enough to give us a concise statement showing 
the way the fund operates, the assets, the contribution by the em- 
ployer and employee and insert it in the record at this point. And 
who is eligible? 

Statement requested follows: ) 


> 


TVA RETIREMENT System 


CONTRIBUTION RATES 
By TV A.—Determined by actuarial valuation each year. For fiscal year 1952 
a normal rate of 4.64-pereent, an accrued liability rate of 1.66 percent, and an 
idditional ‘contribution of 1.66 percent toward earlier liquidation of aecrued lia 
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bilitv, making total rate of 7.96 percent of membership payroll. This amou 
to a total contribution of $3,255,718 for fiseal year 1952. The accrued liabil 
as of June 30, 1952, was $5,268,568. 

By employees.— Determined by sex, and by age at date of entry into m« 
bership. For men, rates range from 4.33 percent for member entering at ag 
17, to 7.97 percent for member entering at age 59. For women, 4.86 perce: 
at age 17, to 8.92 percent at age 59. Members who claimed credit for sery 
rendered prior to the date the system was established, November 1, 1939, e 
tribute at higher rates depending on number of vears of such service clain 
The members’ total contribution for fiscal year 1952 was $2,529,567. 


ELIGIBILITY FOR MEMBERSHIP 


ll persons employed at annual rates of pay, except members of the 
of Directors of TVA, members of civil-service retirement system, and temporar 
or part-time employees 


BENEFITS 


Service retirement allowance to member retiring after reaching age 60. Retir 
ment is compulsory at age 70. Amount of allowance is approximately 14 per 
cent of member’s average annual salary (average over 5 consecutive years) times 
number of years of his creditable service. About one-half of the allowance 
provided by the member’s contributions and the other half by TVA’s contr 
putions F 

Special service allowance to members less than 60, terminated involuntar 
after 5 vears of service, or terminated for any reason after 10 vears of servic: 
Allowance is deferred to age 60 and computed in approximately the same mann 
as service retirement. At option of member who is terminated involuntaril 
immediate allowance having same actuarial value as deferred allowance, may begi 
at his attained age. 

Disability allowance to member with 5 or more vears of service who becon 
totally and permanently disabled. Amount of allowance is 1.35 percent of averag: 
salary times vears of service, with minimum allowance of 25 percent unless 1.3) 
percent times years of service the member would have had if he worked to age 6 
is less than 25 percent. 

Upon death in service, lump-sum benefit equal to member’s contributions wit! 
interest plus one-half of previous vear’s salary if member has less than 10 years 
service, or full year’s salary if member has more than 10 vears of serviee; may |! 
paid as life annuity of equivalent actuarial value at option of member 
beneficiary 

Return of member’s contributions with allowable interest upon termination for 
any reason other than death or retirement. 


Assets and liabilities at June 30, 1952 (date of last financial statement 


Total assets $37, 697, 


Liabilities: 
Accounts payable (including $535,759 for securities purchased) 
Contributions of unretired members with interest 
Contributions of retired members reserved for payment of 
annuities 
Accumulated reserves for pensions and death benefits, ete 
Investment reserve 


Total liabilities 
4 DMINISTRATION 
Plan is administered by 7-member board, 3 appointed by TVA, 3 elected by 
and from membership, and 1 elected by other 6 members. Funds not needed f 


current benefits and administrative expenses are held and invested by the trust 
City Bank Farmers Trust Company of New York, under trust agreement. 


Mr. Swipter. Only annual workers are eligible. 

Mr. Tuomas. What do you do for your per diem workers? 

Mr. Swipter. Our per diem workers are covered under social 
security. 
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Mr. Tuomas. And you match their contribution? Where is that 
found in your justification? 

Mr. Swipter. We have no separate fund for that. It is in the 
social-security system. 

Mr. Tuomas. Is that a property fund? 

Mr. Swipter. Our social-security payments come from both 
appropriated and corporate funds. 

Mr. Ouiver. $863,930. That is TVA’s payment to the social- 
security system, 

By Tuomas. Is this whole item social security or is it contributions 

1 lieu of taxes you pay the cities? 

BY Crark. The total of object 14 is for social-security pareve 
:mounting to $863,930. Payments in lieu of taxes come under No. 11 


CONTRIBUTIONS TO LOCAL GOVERNMENTS 


Mr. Tuomas. Now, what part of No. 11, $7,820,000 is contributions 
to cities and counties and the State in lieu of taxes? 

Mr. Clark. That figure is about $4 million. Just one moment, 
I will give you the exact figure—it is $3,660,000. 

Mr. Tuomas. | believe Mr. Clapp said the contribution to cities, 
counties and States 

Mr. Ourver. $3,660,000 is the TVA payment; our distributors also 
make similar payments. 

Mr. Toomas. That is comparable to what private utilities would 
pay for taxes. I cannot imagine a system this large and covering 
this territory only paying $3,633,000. 

Mr. Cuapr. I think we compare with the private companies in 
what we pay in lieu of taxes—$6 million. That would appear favorable 
with an ad valorem tax on the property. 

Mr. Tuomas. The total amount is $6,300,000 

Mr. Criapp. That is covering the wholesale end of the business 
Municipalities handle the retail sales which in most cases in a private 
company is combined in a profit share. 

Mr. Tuomas. If you go into the county and buy the land that vou 
flood 

Mr. Cuarp. That is right. 

Mr. Tuomas. Do you pay the county t: 1x On the land? 

Mr. Ciapr. We do not do it in that way’ 

Mr. Tuomas. You make a contribution in lieu of taxes. 

Mr. Cuarp. Yes, sir. 

Mr. Tuomas. If a private utility went in there and flooded 50,000 
acres of ground, they would pay taxes and if they put up a steam plant 
ora dam at a cost of $100 million or $150 million they would pay taxes 
on that. They pay county tax, State tax, and a school tax. 

Mr. Kampmerger. We are obliged to pay the county for any property 
taken off their roll. On the plant we build on that property, we would 
pay 5 percent of our revenues from sale of the power. 

Mr. Tuomas. I would not know what private utilities would pay 
on a billion-dollar investment in taxes. My guess is it would not 
be less than $20 million to $25 million a year. 

Mr. Kampmeter. If that were the case, Mr. Thomas, if utilities 
operating in this area would be paying $25 million now, they would 
have had to increase their tax payments over what they were in 1939 
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by about 5 times as much as utilities in any other part of the country 
have increased during that period. In 1939 when we acquired the 
properties of the Tennessee Electric Power Co., they were paying 
about $3 million per year. Utility taxes in other parts of the country 
have about doubled since 1939. 

Mr. Tuomas. What were they paying in 1936? 

Mr. Kampmerer. About $3 million. We and the distributors are 
now paying $7 million 

Mr. Crarpe. Between $6 million and $7 million. 

Mr. THomas. You do not think the figure $20 million to $25 million 
would be considerably out of line? 

Mr. Kampmerer. Yes. If you compare utility tax payments in 
1939 in every part of the country with the taxes being paid today. 

Mr. Tuomas. What is your best guess if you owned the property 
today for city, State, and county on property tax? What would be 
the figure you would be paying? 

Mr. Kampmeter. I do not know what that would be on the same 
property. I can give you a comparison on the basis of percentage of 
revenues 

Mr. Tuomas. That is a pretty good way of getting at it. 

Mr. Kampmerer. All right. ‘On that basis the consumer who uses 
TVA power delivered to him through a municipal system pays be- 
tween 6 and 7 percent of his electric bill—between 6 and 7 percent 
on what he pays for electricity for taxes. In the areas surrounding 
TVA the private utilities pay 5 to 7 percent in taxes. The consumer 
pays that amount well within the range of the system surrounding 
TVA. That does not apply to sales of power to the Federal Govern- 
ment. AKC pays us power bills out of which we do not make pay- 
ments in lieu of taxes, so if you look at it on the whole 

Mr. Tuomas. I doubt if your vardstick is an actual yardstick 
You are selling the power cheap because you have no taxes and you 
meet yourself coming back. You pay it on sales and not on your 
physical assets and, of course, private utilities pay it on their physical 
assets. 

Mr. Kampmerer. Youare saving that if we should charge a lot higher 
rates then the tax figures would have compared with those based on 
revenues at higher rates. You are assuming we would sell as much 
power as before. The increase in power sales has been very much 
more rapid than was thought with the result that the amount paid in 
lieu of taxes compared with what the utilities paid in 1939 has shown 
an increase comparable to every part of the country. 

Mr. THomas. And one further thing is about your office building 
| am speaking for myself. I do not know what you are going to do. 
Whether you are right or wrong in moving to your offices is a matter 
for you to decide. If this committee turns you loose with $250 million 
of taxpayers’ money every year we rely on your judgment to spend 
it wisely and we certainly ought to rely on your judgment to build an 
office building and the way you should locate it. If you have not the 
intelligence to know where to build it you ought not to be handling 
3 or 4 billion of other people’s money. 

I did not like the idea of your coming in here. I think you do the 
poorest job of any agency in Government with your budget. I have 
seen a good many. 
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You were in here one day and did not say anything about this 
office building. You come m here as you do with your normal 
operations and say we need two or two and a half million dollars t 
build an office building. ‘The chances are we would cut you down 
10 or 15 percent and give you money. But you did not do it in that 
way. 

You make a trick contract to cost the taxpayers $7 or $8 million 
before vou finally decide to buy it. What I am about to say is this, 
if you come in here with a reasonable budget, with an office building 
and you can show you can save money by building this office building, 
whatever location your judgment tells you is an economical location 
to build it on, I will vote for the money and vote to let you put it 
wherever you want it. 


REQUEST FOR AIRPLANES 


Mr. Cuapp. In the hearing last Mareh before this commutt 
Mr. Oliver made some comment about airplanes. There was some 
comment on it this morning. Under the language prevailing for this 
fiscal year we have purchased a secondhand airplane to replace the 
one that was cracked up. The situation that puts us in with respect 
to our new planes is we would like very much for the language of 
1954 to provide for the purchase of 2 airplanes rather than only | 
This would enable us to replace the airplane we intended to replace 
before this one cracked up—a 10-year-old Beechcraft plane 


May 14, 1953 


TENNESSEE VALLEY AuTHORITY APPROPRIATIONS 
WITNESSES 


HON. FRANK G. CLEMENT, GOVERNOR OF TENNESSEE 

HON. FRANK TOBEY, MAYOR OF MEMPHIS, TENN. 

HON. BEN WEST, MAYOR OF NASHVILLE, TENN. 

HON. GEORGE DEMPSTER, MAYOR OF KNOXVILLE, TENN. 

HON. GEORGE McINTURFF, VICE MAYOR OF CHATTANOOGA, 
TENN. 

S. R. FINLEY, GENERAL SUPERINTENDENT, ELECTRIC POWER 
BOARD, CHATTANOOGA, TENN. 

HON. JERE COOPER, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF TENNESSEE 

HON. JOE L. EVINS, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF TENNESSEE 

HON. ROBERT E. JONES, JR., A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF ALABAMA 

MILTON K. CUMMINGS, HUNTSVILLE, ALA. 

LOUIS ECHO, EDITOR OF THE FLORENCE TIMES AND TRI-CITY 
DAILY, FLORENCE, ALA. 

JAMES N. BLOODWORTH, DECATUR, ALA. 


Mr. Corron. The Chair will state that the chairman of the com- 


mittee, Mr. Phillips, is detained briefly. He will be here in a short 
time. I am sure he will come as soon as he can beeause the com- 
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mittee is honored this afternoon by having a rather distinguished 
array of people here to discuss important matters with us. 

Now the records of the committee indicate that His Excellency 
Governor Frank Clement of Tennessee, Mayor Ben West of Nashville, 
Mayor George Dempster of Knoxville, Mayor Frank Tobey of 
Memphis, and States Rights Finley, general superintendent, Electric 
Power Board, Chattanooga, will appear before this committee. 

Now I see, however, other distinguished friends of ours, including 
Members of the Senate and the House. I want to ask, is someone 
prepared to present the witnesses and handle the order of their 
appearance before the committee? 

Mr. Jones of Alabama. In addition to that list that you have, we 
have three who will appear from northern Alabama: Mr. Milton 
Cummings, of Huntsville, Ala.; Mr. James Bloodworth, of Decatur; 
and Mr. Louis Echo, of Florence, Ala. 

\Ir. Corron. Thank you. I assume that the Governor of Tennes- 
see will be the first witness unless he would prefer to wait a moment 
until the chairman of the committee comes back. 

Mr. Cooper, I will leave the order of the witnesses to your own 
wishes. 

Mr. Coorrr. Mr. Chairman, we appreciate deeply your courtesies 
and the opportunity to be here. Having the honor of being the senior 
member in point of service from the area, I will accept your very 
kind invitation to present those present to you. 

Now, as indicated by the list, Mr. Chairman, the distinguished 
Governor of Tennessee, the Honorable Frank Clement, and the distin- 
guished mayor of Memphis, Mr. Frank Tobey, and the mayor of 
Nashville, Tenn., Mr. Ben West, and the mayor of Knoxville, Tenn., 
Mr. Dempster, and the vice mayor of Chattanooga, Mr. McInturff, 
and Mr. Finley of Chattanooga, as I understand, will be the witnesses 
to be presented. 

I would like, with your kind indulgence, Mr. Chairman, to also 
note that our distinguished Senators from Tennessee, our senior 
Senator Hon. Estes Kefauver, our junior Senator, Hon. Albert Gore, 
who served for many years as a member of this distinguished commit- 
tee, Hon. Percy Priest of Tennessee, Hon. Robert Jones of Alabama, 
Hon. Joseph Evans of Tennessee, Hon. Howard Baker of Tennessee, 
Hon. Clifford Davis of Tennessee, Hon. James Frazier of Tennessee, 
and myself, Jere Cooper of Tennessee, are present. And there are 
several others with us. And we appreciate your very kind considera- 
tion and the opportunity for these distinguished witnessses from 
Tennessee to appear. 

Although we would be delighted to have our distinguished colleague, 
Mr. Phillips, Chairman of this committee, present, yet we know 
your time is very valuable and if it is entirely agreeable, we will ask 
for our witnesses to begin this hearing now. 

Mr. Corron. Mr. Cooper, the committee certainly weleomes you 
here. 

Mr. Cooper. I also wish to note the presence of Mr. Abernethy of 
Mississippi. 

Mr. Corron. We welcome the Governor, and the mayors, and your 
Senators, one of whom we have had the pleasure of serving with, and 
all of these witnesses. We shall be glad to listen to them. Mr. 
Cooper, will you present your first witness? 
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Mr. Cooper. Mr. Chairman, it is my very happy privilege and dis- 
tinguished honor to present to this committee our distinguished 
Governor of Tennessee, Hon. Frank Clement. Thank you. 

Mr. Corron. It is a pleasure to welcome you, Governor Clement, 
and the committee will be very happy to hear what you have to 
say to us. 


STATEMENT OF HON. FRANK G. CLEMENT, GOVERNOR OF TENNESSEE 


Governor CLement. Thank you, sir, I appreciate that, Mr. Chair- 
man, and want to put the committee at ease. I am not expecting to 
read all of the things in front of me. With your permission, I have 
a rather condensed statement that I would like to present to this com- 
mittee, after which I will be delighted, with the committee’s permis- 
sion, to subject myself to any questions which you feel that I am 
capable of responding to. 

Mr. Corron. And you may also, of course, if you so desire, file 
any supplementary statement to what you say orally. The com- 
mittee will be glad to accord you that ‘privilege. 

Governor CLEMENT. Thank you very much, sir. I want to thank 
you on behalf not only of the 3% million citizens of Tennessee, but 
more than 6 million affected residents of the Tennessee Valley region 
for this oppertunity. I appear here not merely as the Governor of 
one State but as one who has been given the honor and the duty of 
making a statement in behalf of pe ople of several States. 

[ appreciate very much that the committee granted us this opportu- 
nity of appearing before you on a matter as important to us as the Ten- 
nessee Valley Authority. As a region—a region traveling in a single 
nationally owned, electric omnibus—-we occupy a unique political 
relation to you gentlemen of the Congress. The continued sound- 
ness of this relationship depends, not only on mutual frankness and 
understanding, but upon your being kept fully informed about it 
and about us. I am here in the hope of contributing to that end. | 
am not going to bore you with a lot of statistics, with a lot of de- 
tailed technical forecasts. I am going to attempt ‘as best I can to 
present to you gentlemen of this committee the story of the Ten- 
nessee Valley from our viewpoint and our needs as we see it in the 
light of not only our hopes and our desires and our aspirations, but 
our needs in the light of the national interest. 

Over the past 20 years, as a result of the TVA Act which you 
know was passed in 1933, there has been a fine working relationship 
established between the TVA—this national-region entity of the 
President and the Congress—and the people of our region and their 
local agencies. This is true with respect to all activities of the TVA 
which, as you know, are certainly not restricted to the field of sup- 
plying electric power. But today, for the sake of brevity, I will 
confine myself largely to a discussion of the power needs of the valley. 

The idea in the act that TVA would make the power and wire it 
to the respective communities and that thei local public agencies 
would distribute it to the users, was accepted by the people of our 
region as a good arrangement. In fact, the people, by popular vote 
in each community enthusiastically endorsed this arrangement which 
was to bring the power of the Tennessee into the homes and farms 
and factories of their region. They took the national-local design in 
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good faith, and as a result thev have invested some $400 million in 
the distribution facilities of the local municipal and rural cooperative 
systems. These investments were made in the confidence that the 
arrangement between them and the TVA would continue to meet 
the growing power needs of the people they serve. TVA has pledged 
this in 20-year contracts with the 150 local distributors. 

Likewise, the people of our region have invested many, many 
millions of dollars in power-using equipment. Since World War I] 
in the order of a billion dollars of home and farm appliances wer 
bought and placed in use. Most of these appliances, by the way, 
were made in other sections of the country. Investments were madi 
in new businesses and industrial plants which were established, an 
in expansions of others. These investments were made by the peop ri 
in full expectation and confidence that the power system of this 
region would be as progressive and businesslike as those in other 
parts of the country. They expected, not anybody’s bounty, but a 
normal foresight that would anticipate their growing needs for more 
power, by undertaking steps to build more capcity far enough in 
advance to have it ready when it is needed. Nowadays that means 
beginning 3 vears ahead as that is the time it takes to procure and 
erect such facilities. 

Not long ago one of the most influential men who will deal with 
this situation in a very influential capacity, made the statement to 
me that if we guess wrong this vear, we can reanalyze the situation 
and take up some slack next year. To the people of the valley region 
gentlemen, that would mean nothing but an economic lid for the 
vear 1956-57 or the full vear 1956, whichever way you look at it 
You cannot catch up on time. When it takes 3 years for us to plan 
ahead, when we sacrifice a year, then we will go through what to us 
would be a localized depression for 1 year for the lack of adequate 
power needs—even if it is the end of the year, those needs were foreseen 
and something was done to correct last year’s mistakes. 

You will recall that the people of my region were at great pains to 
get an expression of his attitude toward TVA from General Eisenhower 
last fall. They were highly pleased when he stated: 

If I am elected President, TVA will be operated and maintained at maximum 
efficiency. 

[ have a keen appreciation of what it has done and what it will be able to 
continue to do in the future. Under the new administration TVA will continue 
to serve and promote the prosperity of this great section of the United States. 

I would like to add, gentlemen, that I quote that for only one 
purpose: so that all of us may have before us the facts, the hopes, 
the expectations of the people from the country merchant and the 
rural family of the Tennessee Valley to the President of the United 
States. I, for one, believe that statement was made in sincerity. 

As Governor of Tennessee I am gratified that the administration 
does not differ from us in this expressed purpose. We have only 
to be certain that we see alike in implementing that purpose—in 
the measures necessary to assure it. In my view TVA will not be 
operating at maximum efficiency, as the President indicated it would 
be his desire that they do, in promoting the propsperity of the great 
valley region should it fail to prudently provide the power supply 
which is needed. Its performance in this regard must be in full 
recognition of the commitments which the people of the region have 
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nade in their own enterprise in reliance upon TVA’s ability to continue 
+o meet their power needs. 

Now, gentlemen, let’s think for a moment as to who, if anyone, 1s 
advising that there is no need for the new generating capacity TVA 
has recommended. 

| have been spending a little time in Washington trying to explain 
the partnership between the Federal Government and the Tennessee 
Valley region, and why an expanded power supply is needed. In the 
course of meetings with administration leaders, I have learned that 
there is being poured into various ears an undermining myth against 
TVA. This is a tale to the effect that TVA does not know anything 
bout the future power requirements of the area it serves. That its 
forecasts are not realistic and must be discounted. 

The reason that I say that—this is absolutely true, gentlemen 
among other things is this: | cannot believe that the administration 
or the Congress would deliberately would deliberately—in advance 
short circuit the homes and the industries of the Tennessee Valley 
of the power that they must have. Therefore, if we do not get what 
PVA has,said they absolutely need, then we must assume that there 
‘< on the horizon forecasts which are being relied upon from other 
sources other than TVA. 

It has been said that TVA has consistently overestimated the 
valley’s power needs, that other estimates conjured up by_ those 
who employ this anti-TVA propaganda and who use those who are 
not against TVA but who are merely innocently listening to their 
tales of woe, to show them that at least part of the new generating 
capacity TVA is recommending will not be needed. 

Now let’s face facts, gentlemen. Who are the purveyors of this 
story? So far as I know, from my experience as counsel for the 
Tennessee Railroad and Utilities Commission, the only persons 
making forecasts of power requirements are those employed in the 
power industry. That means, on the one hand, those in the TVA 
and our local electric systems, who are working on the power-supply 
problems of the area and are responsible for their solution and, on 
the other hand, those employed in private power activities outside 
the area. These private power spokesmen from outside the area 
have no responsibility, of course, for sound forecasts of the area’s 
needs. The penalties of failure to provide enough power will not 
be on their heads. It is worse than that. They are prejudiced by 
their own selfish interests, which they notoriously—assume to be 
hindered by TVA. Many of them would be only too happy to see 
this area too short of power to continue to grow and prosper. 

These stories that TVA’s load estimates are unsound, and these 
other, lower estimates that are being whispered in the ears on Capitol 
Hill and in the White House councils, are coming from representatives 
of the private power interests. They may be speaking from the New 
York offices of the Edison Electric Institute, as the newspapers re- 
ported a couple of days ago. They may be speaking from the places 
they have been occupying in the Defense Electric Power Administra- 
tion. They may be speaking from the Washington headquarters of 
the National Association of Electric Companies. It makes little 
difference from where the voices come. They are all the same voices 
They are all telling the same self-serving propaganda. And, as I 
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want to take a few minutes, shortly, to remind you, these stories have 
been repeated with no significant changes for lo, these many years. 

We would not rob them of their opinion. We are not against them 
But we would deny them the right to tell the Federal Government and 
the people of the Tennessee Valley what the power needs of the valley 
area amount to, because we felt that it really gets down to a question: 
Will the Federal Government believe its own agency, which is an 
agency of the Federal Government? Or will the Federal Government 
go to an outside agency which is neither in a position, nor in a state of 
mind, to accurately forecast the needs of the Tennessee Valley? 

But first let me urge this. If any credence whatever is to be given 
to these other estimates, if they are to have any part whatever in 
shaping the activities of the administration and the Congress, they 
should not be whispered from ear to ear. They should be laid on 
this table, before this committee, as a matter of public record. Lik 
TVA’s own estimates, they should be subject to review and exami- 
nation. And furthermore and without fail, they should—and will 
be without doubt—subjected to critical review 3 years from now 
when the facts are known. 

In the fall of 1956, the people of my State and of the areas served 
by TVA in adjoining States w ill either have the power available that 
these steam units TVA is recommending will provide, or they will 
be facing a serious power shortage. In the fall of 1956, the people of 
my State will also once again be deciding whether to help elect a 
Republican or a Democratic national administration. In the fall of 
1956, the people of the Tennessee Valley, faced with those alternat: 
facts and decisions, should be entitled to look at the record of the 
hearings before this committee and to review all the estimates of 
power a ments on which the decisions of this administration and 
of this Congress regarding TVA are based. 

Mr. THOMAS. May I interrupt you there, Governor? 

Governor CLEMENT. Yes, sir. 

Mr. Tuomas. Regardless of how your people vote, whether Repub- 
lican or Democratic, does not diminish the need for electrical current, 
does it? 

Governor CLemEnt. That is correct, absolutely. Thank you, Mr 
Thomas. 

Mr. Tuomas. I did not quite understand what the insinuation was 
about. 

Governor CLEMENT. Now the question of whether the capacity 
proposed by TVA is necessary, and a comparison of the TVA’s power 
supply planning with the historical judgments of private power 
spokesmen that TVA would create a power surplus becomes an issue, 
as you gentlemen have seen, or will see, in the course of your delibera- 
tions. 

We all remember, when TVA began, the cries that it was creating a 
useless, unneeded surplus of power. These charges came from varied 
interests, but particularly from private power companies. These 
oft-repreated charges have reflected an amazing failure by the private 
power people to see and understand the full importance of electric 
power. Apparently they have never fully comprehended the fact 
that TVA has now demonstrated, that, given an ample supply at 
reasonable cost, power use will multiply again and again as we—all 
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of us—find ways of using it to lighten our burdens, to better our 
living standards, to increase the produc tivity of our farms and factor _ 

Let me illustrate that historical lack of comprehension so that by 
looking at the past we can have a lamp to guide our footsteps in the 
future. That lack of comprehension by the private power industry 
that future use of power will always dwarf past use. We can look 
at the record. 

In 1935, a representative (Mr. E. A. Yates) of the Commonwealth 
& Southern Co. was testifying before a committee of this House (the 
House Military Affairs Committee, 74th Cong., Ist sess.) which was 
considering certain amendments of the TVA act. This was the com- 
pany from which TVA and the locally owned and operated electric 
systems of the Tennessee Valley region finally acquired a large part 
of their service area. This power company representative testified 
that the area had “surplus capacity sufficient to provide for future 
growth for the next 6 years based on most optimistic estimates of 
service to rural, domestic, and industrial consumers.”’ That may be 
found at pages 270 and 271 of the hearings. That is looking at the 
accredited representative of those who now, as the successors to the 
same type spokesmen, would tell us the needs of TVA in contrast to 
TV A’s own expressed needs. 

Mr. Jonas. What year was that please? 

Governor CLEMENT. That was, sir, in 1935. Six years later, of 
course, we were in World War II. You may remember how during 
those 6 years when the power companies said no more power capacity 
would be needed, TVA was building new capacity, and how vitally 
important that capacity proved to be in powering aluminum produc- 
tion for our aircraft program and in so many other ways of crucial 
importance to our defense efforts. 

On that occasion the power companies’ spokesman went on to 
explain why he thought that not more than 1 farm out of 3 was a 
prospective electric customer. 

And this gets down to the basic facts, gentlemen, to show there is 
no relation between charges of pirating industry. This is the reason 
they gave: The others could not afford it—speaking of the farms and 
why only 1 out of 3 was a prospect as an electric customer. Appar- 
ently they did not realize that today 90 percent of the valley’s farms 
have electricity. 

I have dwelt at some length on the attitudes expressed when TVA 
was getting started. I will not dwell equally long on the subsequent 
repetitions of the same predictions that TVA would create a power 
surplus. I want to refer to them only enough to be sure you have not 
forgotten them. Only during the war was there a brief letup in these 
charges. Before the war was quite over, it was being said that now, 
surely, TVA had a surplus of power on its hands that would never be 
used. It was inconceivable that today, less than 8 years after the 
war, the municipal and cooperative systems distributing TVA power 
would need for their customers more than 3 times as much electric- 
ity as during the last year of the war, that the homes and farms of 
this region would be using more than 5 times as much electricity as 
they were then using. Yet that is what has happened. And we 
have only just begun to use this science-captured servant, this miracle 
maker, electricity, in the ways and to the extent that we would like 
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| will interrupt to say this: You say, ‘‘All right, you use that much 
power. How is that our problem?”’ 

By the law of the land, gentlemen, we have only one source of 
supply for electric power. The Congress of the United States can 
deny power to the farms of the Tennessee Valley region, to the man 
in the business house, to the industries of that area. That is why 
we have to show you our needs and make our plea to you. 

And then 1948. In that year, TVA was asking funds to begin th: 
Johnsonville steam plant, making it clear that now large steam plants 
were needed to augment the power of the rivers. Utility spokesme 
said—and | keep referring to them because 1 know whereof I speak 
in this instance, gentlemen. They have been relied upon in certain 
quarters, we do not say, in ary other effort other than a sincere effort 
to find the true facets, but we think the true facts cannot be found 
from them 

Utility spokesmen said that TVA’s proposed plant at Johnsonville, 
Tenn., must mean that it planned greatly to expand its service area, 
for certainly the power could not possibly be needed within the area, 

Time and time again the private power experts—so-called—have 
cried ‘‘Wolf, Wolf,” and there has been no wolf. The power surplus 
they have been forecasting for the Tennessee Valley for 20 years, now, 
has always retreated over the horizons. 

In 20 vears TVA has never requested funds to start a single new 
powerplant that did not prove to be needed—usually before it was 
finished. That is the record. In the same 20 years the private 
power experts have regularly predicted that these same plants would 
create unneeded surplus power. Will the new administration and the 
new Congress fail to read the lessons of history and listen now to these 
same mistaken, shortsighted prophets of doom? 

We do not think you will, gentlemen, and that is why we have 
brought our plea to you. 

This propaganda, some of which is now, according to the press and 
other reliable reports, attributed to the Edison Electric Institute, is 
the same that once emanated from its predecessor, the National 
Electric Light Association, still remembered by us in the Valley. 

The Edison Electric Institute makes semiannual surveys —these are 
facts, and we might as well look at them—of future national power 
requirements. These surveys represent simply an accumulation of 
the estimates of the individual power systems. In 12 successive semi- 
annual surveys made during the last 6 years, EEI has found it neces- 
sary every time to raise its long-range forecast. What better evidence 
could there be that the private-power spokesmen cannot even forecast 
adequately the power requirements of their own service areas? How 
could it be assumed that they would adequately predict the needs of 
the Tennessee Valley t 

The people of Tennessee helped to elect a Republican President 
We are not here on a partisan affair, and I mentioned that only for 
this particular reason, to say to you it was an issue, gentlemen, and 
if is an issue that goes beyond politics. I am no more certain of 
anything than I am of this: Tennessee would not have given Dwight 
D. Eisenhower the majority of its votes if Tennessee’s citizens had 
not believed his promise that “under the new administration TVA 
will continue to serve and promote the prosperity of this great section 
of the United States.” 
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We still believe that, because what we are begging you gentlemen 
lo and we are pleading is to be sure that you look at the full record 
vho is advising what. 

[VA has made certain specific requests, gentlemen. Now if we 

not to follow those requests, why are we not going to follow 

m? Who are we going to believe? Because, after all, this is a 

stion not of to do or not to do something; this is to permit or not 
mit the people of an entire area, who are bound by law to a single 
‘e of electric power supply, to have a normal growth, or to deny 
n the right to a normal economic growth and a standard of living 
VA appropriations are not a handout, gentlemen, and that is the 
point | want to emphasize. That is, that in making the appro 
f10ns requested for TVA, you centlemen undoubtedly know, 
| | hope others who will consult with you will realize that you will 
erving the best interests not only of that region but of the Nation 
he people of the United States are not providing a dole to the people 
he Tennessee Valley . On the cont rary. The people of the United 
tes are investing in the Tennessee Valley. That investment has 
is, and will be paying big dividends of many kinds. 

lt is paying financial dividends. With the investment of funds 
eadily borrowed at 2 to 3 percent interest the Federal Government 
s earning a return that has averaged more than 4 percent for the past 
») years. The generous size of that return means that in addition 

Vering the cost of money, the consumers of TVA power, through 
eir power bills, are making a large contribution to the general costs 

f Government. It is as if we added another ten or twelve million 

ws annually to the Federal taxes we pay along with everybody 

There are other financial dividends. The individual taxpayers of 

r region, the businesses of our region, are also contributing relatively 

ore than before to paying the costs of Government. Thus as TVA 
elps to raise the incomes of the people and private enterprises of the 
ennessee Valley, extra dividends accrue to the Federal Treasury. 

This is a very real sort of burden—sharing in this day of titanic 
ixes. And conversely, let me say, that a world-worried America 
innot again afford to have a conquered confederacy to the south of 
Washington—a land of economic relapse. And Tennessee and the 
Tennessee Valley can be nothing more than that if they do not in 
heir hour of need have the power needs that they must have, and have 
them furnished. 

A very large part of TVA’s power output, as you know, is used for 
lefense production. I speak not only of atomic-energy plants and 
nilitary installations, but also of aluminum plants, chemical plants, 
metallurgical plants. The low rates at which TVA power is supplied 
to all these defense establishments provide still further financial 
nefits to the Federal Treasury. 

Incidentally, these low rates for defense establishments reflect the 

that we have here a great integrated system in which the econo- 
mies of mass production have been developed to a high degree. The 
ise of power in increasingly large amounts by all the small consumers 
of the region helps to make possible low electric rates not only for 
themselves but for these large defense loads, with the resulting say ings 
to the Treasury of which I speak. In other words, our farm, residen- 
32490—53—pt. 1——18 
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tial, and small industry rate-payers pay the difference that ma 
the low rate possible. 

Gentlemen, there are many other things I could say to you 

We, in the valley, have this assurance. Distributor by distrib 
community by community, man by man, we consumers of the 4 
have confidence in engineering forecasts of TVA. Two days ago 
a meeting that I called in Nashville to apprise leaders in my Stati 
the private power company propaganda being listened to up hi 
these leaders—some 500 of them, including several from the St 
of Mississippi, Alabama, and Kentucky—gave the TVA engineers 
unanimous vote of confidence, evidence of which I bear with mi 
the form of a resolution, which I won’t take up your time by read 
but which I would like to file for the record. 

Moreover I have received additional expressions in my absence tl 
my office called me about a few moments ago 

Mr. Corron. The resolution will be incorporated in the record 
this point 

(The resolution is as follows: 


RESOLUTION 


Whereas the mayors, county judges and other representatives of the comn 
ities and rural areas of the ‘Tennessee Valley are assembled in public meeting; a 
Whereas the occasion for this meeting is our deep and universal concer: 
this region continue to have an adequate supply of power for its continu 

economic development; and 
Whereas the Congress of the United States has established the TVA as 
‘gional velopment ¢ y, and has given it the responsibility, among its othe 
luties, lilding dams and steam plants and generating and transmitti 


powe! To! is regio! 


Whereas the Federal Government, in undertaking that part of the regiona 
power supply job, has entered into partnership with the region; and 

Whereas the people of the region have expressed their faith in that partnet 
r resources to its effective accomplishment by entering 


J i 
contrac th TVA, through their local electric systems; and 
} 


re 


Whereas, through these local systems, the region has invested and is investing 
several hundreds of millions of dollars in local electric distribution facilities; and 

Whereas our people are basing their personal and business plans and invest 
ments on a continuing and expanding supply of TVA power through their loca 
owned electric systems: and 

Whereas President Eisenhower has pledged that ‘“‘TVA will be operated ai 
maintained at maximum efficiency * * * and will continue to serve and promoté 
the prosperity of this great section of the United States’: Now, therefore, be 

Resolved, 1. That we endorse the record and accomplishments of TVA; 

2. That we express our full confidence in the ability of TVA to continue 
perform most effectively the work it was created to do, including the effici: 
provision of power in the amounts needed by this region; 

3. That we bring to the attention of the administration and of the Congress 
the record of 20 years in which the power TVA has provided has always bee: 
needed ; 

1. That we remind the administration and Congress that repeated predictions 
by opponents of this region, that an unnecessary power surplus is being creat 
have always been wrong; 

5. That we express our conviction, based on the reviews of power requirements 
in which our local electric systems have participated, that TV A’s present forecasts 
of power requirements are realistic; 

6. That we urge the appropriation of funds necessary to carry forward 
construction of new generating capacity proposed by TVA; and, 

7. That we hereby request the Honorable Frank G. Clement, Governor of t! 
State of Tennessee, to present this resolution, on behalf of the people of t! 
region, to the Committee on Appropriations of the House of Representatives. 

Unanimously adopted by members of the Emergency Conference called )) 
Gov. Frank G. Clement, May 12, 1953, Nashville, Tenn. 

FraNK G. CLEMENT, 
Governor of Tennessee 
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LROAD AND PwuBLic UTILITIES COMMISSION OF THE STATE OF TI 


SOLUTIONS RELATIVE APPROPRIATIONS FOR THE TENNESSE! 
A UTHORITY 
NTY OF Davipson, 
State of Tenne ssee, 88 
Hautie W. Shute, secretary of the ra ad and public utilities 
reby certify that the attached is a full, true, and correct copy of 
imously adopted oh May 12, 1953, as appears of reeord and 


j 


testimony whereof, I have hereunto set my hand and affixed the ses 
‘ ») 


road and Public Utilities Commissio ) nessee, this 12th day 


Hautrimn W 
d Public Utilitie 


RESO! PION 


Whereas the Railroad and Public Utilities Commission of the State of Tennessee 
instrumentality or agency of the State government composed of three com 
ioners, elected bv the people, and having, among other things, statutory 
hority to regulate, control, and prescribe the rates to be charged by variou 
lic utilities performing intrastate services in Tennessee, including all privat 
d corporations and firms engaged in the production, distribution, and sal 
tric power within the State of Tennessee; and 


Whereas pursuant to this statutory authority, the commission is required to | 


} 


iliar with the facilities, resources, and services rendered by such enterpris« 
ar as they operate within and serve the people of the State of Tennessee; an 


Whereas with the exception of some 6 or 7 communities, most of them smal 


I 
all of them located adjacent to the boundaries of other adjoining States, all « 


people of the State of Tennessee are supplied with electricitv generated by tl 

licly owned facilities of the Tennessee Valley Authority and (with one excey; 
distributed by municipalities, cooperatives, electric membership corporati 

1 other iostrumentalities not within the jurisdiction of this commission to re 

e and control, so that Tennessee is virtually a ‘100 percen 


] 


Whereas it is the opinion of this Commission that under existing conditior 


1 circumstances the expansion of the generating facilities of the Tennesse 
v Authority to the extent sought by that agency of the United States in 
ymmendations to Congress is the only way and manner in which the growing 

nands for electric energy in Tennessee, and the other States comprising 
inessee Valley area can be promptly and efficiently supplied, and it is t 
her opinion of this Commission that it is not feasible, practicable or econom 
uly sound to supply such demand by means of the supplementation of 
rvices of the Tennessee Valley Authority through construction of privately 
ied generating and distribution facilities within this State: Be it theref« 
Resolved, By the Railroad and Publie Utilities Commission of the State 
nessee, that we respectfully petition the President of the United States to 
mmmend, and the Congress to enact, legislation which will provide adequa 
nds for the construction of such additional generating facilities as the Tennesse 
alley Authority has found necessary, and has recommended, in order to m 
present and immediately foreseeable future demands for electric energy i! 
nnessee and the adjoining States comprising what is known as the Tennesse 
illey area; be it further 
Resolved, That copies of this resolution be forwarded to the President of 
ited States, the Vice President of the United States, the chairman of the 
Appropriations Committees of the Senate and House of Representatives, and 
each Member of the Tennessee delegation in Congress. 


oT 


HaMMOND Fow Ler, Chairman. 
Joun C. HAMMER, Commissioner. 
CaycE L. PENTECOST. 
Governor CLEMENT. The people stand united in their plea to you 
oday. I believe these telegrams, if you had the time, which you 
ertainly do not, would impress you as much as they have 
mpressed me. 
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[ want to close by saying this to you: I want to emphasize, first of 
all, that TVA is the only source of power in the Tennessee Valle, 
electrically speaking. 

Secondly, we are entirely dependent upon it 

Third, we are here today pleading for the right to live and en 
a normal development, and only that, nothing more. 

Do not, we plead with you, put an economic lid on our peopl 
cannot believe that this committee, once it has considered it, as | 
know you will, would mean to thwart our fellow citizens of the Ter 
nessee Valley who, under the same God, recognize vour rights, an 
rights of your people to progress and to happiness. I do not beli: 
you will thwart the people of the valley who recognize that the fi 
purpose and intent of all earthly power is to glorify that same Deit 
people who will make this dynamo do duty through the standards 
of living, through the contribution to the Nation and the free worl 
do duty to the religious destiny of America in the troubled work 

You have been courteous and kind and considerate. I can 
back to the people of the valley and express to them my appreciatior 
and from them to you the appreciation of all for the courtesy yi 
have shown us on this occasion 

If you have any questions, gentlemen, you think as a citizen or 
Governor of Tennessee I am capable of answering, it will be my 
pleasure to either provide you with the answer or attempt to obtair 
the answer for you. Thank you. 

Mr. Corron. We thank you, Governor, for your very able an 
forceful presentation. 

Mr. Tuomas. You have made a very fine statement which | 
enjoyed. 

Mr. Yarrs. I was impressed with the Governor’s statement. | 
am glad he testified before us and I want to commend him for a: 
excellent statement. 

Governor CLEMENT. Thank you, sir. 

Mr. Corron. We all want to thank you for the honor and privileg: 
of having you with us. 

Governor CLEMENT. It is great to be with you, and let us know 
when you are coming to Tennessee, whether on TVA matters or no! 
and the State of Tennessee will be available to you. 

Mr. Corron. I just had a very happy visit there recently. 

(The following telegrams were received by the committee fron 
Gov. Lawrence W. Wetherby of Kentucky, and Gov. Gordon Persons 
of Alabama. 

FRANKFORT, Ky., May 14, 1953 
Congressman JOHN PHILLIPs, 
House Office Building: 

Strongly indorse testimony given before your subcommittee by Gov. Fran} 
Clement regarding TVA appropriation. Request this telegram be made part of 
record. 

Kentucky is short of power and any curtailment of TVA operations will 
detrimental to many of our citizens. TVA is a milestone in man’s humanity to ma! 


LawreENcE W. Weruersy, Governor of Kentucky 





\IONTGOMERY, « 


JoHN PHILLIPs, 
TVA A wommittee of Ho é lpp Dp 


(hairman, 


House Off Build ng, Washington, D. ¢ 


ild like to go on record as endorsing full the te 


f Tennessee before the Hous«e r\ A Subcommitte TVA mear 


I served as presidn¢ of t 


South Before becoming governor 
ervice Commission for 8 years Therefore, | know what 
1 for the entire Soutt a matter of fact 
Nation duri 
articular information, 
the prese! 


COonomys 


Corron. Mr. Cooper 

Cooper. Mr. Chairman, I am happy to have the privilege anc 
tinguished honor to present to the committee Hon. Frank Tobey, 
distinguished mavor of Memphis, Tenn. 
Vir. Corros We are happy to tall to Mavor Tobey, and the com- 
tee will be glad to hear you testify 


STATEMENT OF HON. FRANK TO! , MAYOR OF MEMPHIS, TENN 
} , f } , 
members of the committee: In 


Mir. Torsy. Mi Chairman and 
‘Tennessee Valley 


the citv of Memphis signed a contract with the 
a Federal agency designed to s ipply all the power 
area served This contract provides that the citv of Memphis 
take all of 1ts power from the TVA. Che city of Memphis 

ade investments in electrical facilities, plants, and other assets of 
76 57. ‘This investment by the city of Memphis has been 


103800801. 
le based on a belief that the integrity of the United States Govern- 


nt would be bevond question and that the city of Memphis could 
the Congress and the Government to do whatsoever was 
electric needs on a mutually profitable basis. 
‘Tennessee Valley Authority, 


thority, 


need ad 


upon 
‘ssary to supply our 
When Memphis contracted with the 
i@ maximum hourly demand on the Memphis 
The maximum demand at the present time 


system was Lpproxi- 


itely 59,000 kilowatts 
41.000 kilowatts, and the load will continue to grow. 
The question has been asked, Where will this exparsion stop? 
Answer: As long as the American people retain their inventive 
nius and their energy and efficiency in the development of the coun- 
’s resources, it will not stop. We hope all sections of the country 
tinue to grow and prosper 
Are the facilities now provided to serve Memphis adequate? 
\nswer: The four lines now connecting the cith of Memphis to 
\entucky Dam, New Johnsonville steam plant, and Pickwick Dam 
vill handle about 300,000 kilowatts. The City of Memphis will in 
all probability reach a peak of 300,000 kilowatts by the summer of 
954. Any large industries or war projects might accelerate this rate 
f growth. These facilities are therefore inadequate. 
Is there any urgency for the Government to move prior to 1954? 
\nswer: It is necessary for the Tennessee Valley Authority to 
augment present facilities immediately by the construction of addi- 
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tional transmission lines to take care of growth until the generating 
plants can be built. Turbines cannot be delivered and installed 
less than 36 months. Construction must be started immediately 
TVA is going to be prepared for the expected growth. At the pres 
rate of increase, the load will be doubled in 6 years. 

If Congress fails to make appropriations for the proposed plants 
and facilities, what effect would it have on Memphis? 

Answer: It would hs amper and perhaps stop the industrial develop- 
ment and growth in Memphis and west Tennessee, without tly 
opportunity for this area to in any wise effect a plan to take care o| 
its own needs, requiring some 3 to 5 years in all probability. This 
area would suffer a blight from lack of power. It should be recogniz: 
that if this area were to supply its own power, it would take longe: 
organize engineering rivestigations, do the planning, and get 
construction done than it would if a highly efficient organization 
TVA, utilizing its present designs undertook it. 

Further, it is the uneconomical thing to do TVA is an integrat: 
system Every plant that can be tied in can be so handled 
obtain maximum efficiency, and plants of such magnitude as fit int 

“= 


he TVA system would be far more efficient than small plants bu 


’ mall 
oO! SIL 


1 
{ 


communities to supply those communities. The initi: 
investment on Many smi plants would greatly exceed the inves 
ment made in large plar in which power was concentrated 
integrated with the system as a whole 

Should Memphis do that, anyway? 

saves ‘rr: The city of Memphis has already made substantial inv¢ 
ments in the TVA program other than investments made in its o 
properties, because out of the money paid by this and all the oth 
contractors of TVA to the TVA system, the TVA has taken out 
depreciation to pay back investments already made by the Goven 
ment, and it is taking out, in addition thereto, a substantial profit 
amortize the investment for power and to vield a return on the invest 
ment, which is for the benefit of the whole United States, as well as for 
thisarea. The fact remains that utilities served by TVA have alread 
plowed back to the Government undertaking a very substantial pa: 
of its cost. Just as soon as an expenditure is made, depreciation and 
earnings immediately begin to return capital investment and to viel 
a return on capital investment 

Do municipalities and cooperatives have a direct interest in th 

‘ennessee Valley Authority? 

Answer They certainly do. They are wholly dependent on T\ 
fora powel supply, and the power supply is ceared to the developme! { 
of each and every community in the TVA area. 

Does the Tennessee Valley area expect to move industry fro 
present locations in the North, East, and West to the Tennesse: 
Valley area by a project of this kind? 

Answer: There is practically no movement of existing industry 01 
of present locations to the Tennessee Valley area by reason of th 
power program alone. Industrial development in the Tennesse: 
Valley area is substantially development of new industries. The prod- 
ucts produced are largely either raw products or materials in som 
intermediate stage of manufacture which are shipped to other areas 
for final fabrication. The Tennessee Valley area has not robbed 
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her parts of the Nation of their factories, but has helped to de- 

lop industrial growth in the rest of the Nation, by providing 

eded materials. 

Where does the Tennessee Valley area buy most of its manufactured 

oducts? 

Answer: Electrical equipment consisting of power plants, trans- 

ssion, and distribution apparatus and appliances is a tremendous 

em. This equipment has been manufactured almost entirely in 
ther parts of the country. The South draws on other parts of the 
Nation for a very large part of its manufactured products. 

Wherever industry has moved from the North to the South (like 

xtiles) it has been primarily by reason of the labor market or 
proximity to raw materials. The Tennessee Valley area has at no 

me sought nor profited by ageneral influx of manufacturing plants 
om any other area of the Nation. 

On the contrary, the TVA has contributed substantially to the 
veneral prosperity of the Nation. 

Does the Government subsidize the Tennessee Valley area? 

Answer: The Government does not subsidize the area. TVA 
s a self-supported institution. If it were not, we would insist that 

should be. Recently the cities of the Tennessee Valley readily 
agreed with TVA that an increase should be made in industrial rates 
to avoid just this possibility. Industrial rates were raised in order 
that operations of TVA should be on a self-sustaining basis. It must 
© remembered that very few utilities ever retire their indebtedness. 
TVA is actually retiring its indebtedness. It is paying back the in- 
estment in annual payments and through the medium of depreciation 
harges and a profit on the money invested. It is a money-making 
nstitution, which is for the benefit of the whole United States. 

Gentlemen, thank you, and if there are any questions, I will be 
clad to attempt to answer them. 

Mr. Jonas. Where did Memphis get its power before 1935? 

Mr. Torry. From private utilities, the Memphis Power Co., which 
was privately owned. 

Mr. Jonas. Where did it get its power? 

Mr. Toney. From steam generation. It had its own steam plant 
right in the citv of Memphis. 

Mr. Jonas. You did not bring your power across the river? 

Mr. Tonry. No, very, very little came from across the river. We 
purchased all of our power from the old Memphis Power & Light Co. 

Mr. Jonas. It operated a steam plant? 

Mr. Toney. That is right, a steam generating plant. 

Mr. Yarrs. I would like to comment, Mr. Chairman, and state 
that the manner of presentation of the mayor is one of the most able 
| have listened to as long as | have been in the Congress. The 
manner of presentation, presenting question and answer, is the first 
time that I have heard that type of presentation, and I think it has 
very good impact. I think, too, that it gets right to the points that 
are involved in this hearing, and I think you are to be commended 
very much for that, sir. 

Mr. Tony. | certainly appreciate that. 

Mr. Corron. Thank you, Mr. Mayor, and we appreciate your 
appearing before us. 
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Mr. Cooper. Mr. Chairman, it is my pleasure and honor to pres 
to the committee at this time the Honorable Ben West, Mayor of 
Nashville, Tenn. 

Mr. Corron. Mayor West, we are very happy to welcome you her 


STATEMENT OF HON. BEN WEST, MAYOR OF NASHVILLE, TENN. 


Mr. West. Thank you, Mr. Chairman, and gentlemen of th; 
committee; I am representing a municipal distribution system in th: 
capital city of Tennessee that gets its power solely from the TVA 
and in an attempt to be of help to this committee I submit to you 
the following facts: 

The National Electric Service system served at the end of April 
1953, a total of 100,172 customers. Of these 87,675 are residential: 
11,144 are commercial; 1,351 are industrial and 2 municipal, including 
city waterworks pumping. 

This represents a gain of 3,709 new customers in 1 year; 3,506 
of these were residential, all requiring electric power in one form o1 
another. 

These electric customers consumed during the 12-month period 
ending with April 1953, 1,137,436,386 kilowatt-hours of electricity 
This compares with 395,618,441 kilowatt-hours during the last year 
of World War II, or almost 3 times as much. 

The actual maximum demand on the Nashville system during that 
year was GS. 600 , 


The maximum demand during the winter of 1952 was 292,071 


kilowatts. 


Careful study and analyses by Stone & Webster, Boston, consulting 


engineers, indicate that this load will continue to grow at a very rapid 
rate in meeting the normal growth and demand of the people for 
electric power. It will more than double in the next 10 years. 

These figures indicate a sustained and progressive growth, both as 
to number of customers requiring electric power and an increase in 
quantity of power used by each consumer. 

Curtailment or limitation as to availability of adequate powel1 
would retard the growth and development of Nashville and middle 
Tennessee. 

Mr. Chairman and gentlemen of the committee, I have appended 
to this statement, which I wish to file with you, a statement showing 
that since August, 1939, when the National Electric Service began 
its Operation as a municipal distribution system, our customers will 
have bought almost a hundred million dollars worth of appliances 
very, very little of which was manufactured in Tennessee. Thank 
you 

Mr. Corron. It will be placed in the record at this point. 

The document is as follows:) 
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APPENDIX TO STATEMENT OF Mayor BEN West oF NASHVILLI 


mber of electrical appliances sold in Nashville-Davidson County, Tenness 
jugust 19389 through April 1953 and reported to Nashville Electric 
Vashville electrical appliance deale 


A ppliance 


Refrigerators DA 19, 229, 00K 
Ranges 2 12 , 62 
W ater heater 0 § 559. 760 
Radios i) 35, 520 
Washer Lf 6, 557, 400 
lelevision sets 20) 16, 771, 500 
Attic fans 100 340, 000 
Ro i 


Miscellanes 


onditioners , 3, 295, SOO 


mis housewares, irons, percolators, et 25 O00. OO 


ve does not include any commercial or electric house heat 
| amount manufactured in Tent 


Sales promotion de] nent, Nashville Electric Service, N 


Mr. Corron. Thank you, Mr. Mayor, we appreciate your presenta- 


on 

Mr. Cooper. Mr. Chairman, I have the honor and pleasure of pre 
senting the Honorable George Dempster, the distinguished Mayor of 
Knoxville, Tenn. 

Mr. Corron. The committee welcomes you here and will be glad 
to hear from you. 


STATEMENT OF HON. GEORGE DEMPSTER, MAYOR OF KNOXVILLE, TENN 


Mr. Dempster. Gentlemen of the committee, I am very apprecia- 
tive of having the opportunity of coming here, not because I can add 
anything to what our distinguished Governor has said. J found out 
long ago that it is very difficult to follow either Albert Gore, Estes 
Kefauver, or Frank Clement in presenting anything. 

They say one good thing about a fool Democrat: he has usually got 
sense enough to marry a Republican. 1 did just that, and on the day 
after the last election my W ife brought the headlines, 4 inches tall, and 
said, “Are you still a Democrat?”’ I said, ‘Yes, very still.” 
Laughter. | 

It is not an unpleasant atmosphere here today. My first trip here 
was 50 years ago when they were building this tunnel under the Hill 
and building this station. This atmosphere is considerably modified 
by the fact I have such a great admiration for our Republican Repre- 
sentative, Hon. Howard Baker from our district 

I have come in, not to add a great many statistics on what has been 
done, but I plead a little different story from those distinguished 
colleagues from Nashville and Memphis. They are from down in the 
Bluegrass country, and I am from the foothills. 

Many years ago, we used to shoot our corn in the hillsides and 
bring it down in a jug. The Internal Revenue Bureau interrupted 
that a little bit, and now we have to settle down to growing corn in a 
legal way. And in attempting to do that, we were prone to plough 
the furrows up and down hill, with the consequence our topsoil rapidly 
went down the Mississippi River. 
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The Tennessee Valley Authority came in and they showed 
error of our ways. Mr. Chairman, you can remember the hillsix 
that you saw during your recent visit. It shows that the Tenness; 
Valley Authority has just rehabilitated a country that was bé 
rapidly destrove d by erosion. 

These other men have talked about power, and it is a vital questio 
of course 

| will try to bring to your attention, gentlemen, the efficiency 
the TVA. Other items have i ‘en very well presented by previous 

itnesses, but I am a construction man. That has been my business 
all my mature life, and I have made a living by inventing material fi 
handling of equipment and by having that knowledge I have see: 
what the TVA has done from a construction standpoint. 

[ put in 5 years on the construction of the Panama Canal under 
man I consider one of the greatest geniuses America ever produced 
General Goethals. He was a very benign autocrat who had great 
power. And from that time on, up until TVA started back in 1933 
and began operation in 1934, I have never seen the efficiency exhibite: 
in construction of concrete dams, reinforced concrete dams, at doi 
rock and earth excavation, that has been shown by this organization 

It so happened that it came in with what some people euphoniously 
call a depression. I think Amos and Andy called it that. Anyway, 
you could acquire the best brains in the construction field at that 
time, and that is exactly what they did. They brought the finest 
construction men in the world down there, and for some reason 01 
other, many of those men have stayed, not because of being attracted 
by the salary—lI checked on that yesterday, and the small business 
I am in has 10 people we pay twice as much to as the top technical 
men they have on TVA. 

This indicates those men must be staying perhaps like a school- 
teacher does, because of pride of achievement. And they have done a 
masterful job there, and I can qualify that. Iran a shovel for 10 vears 
and I know what it takes to excavate the rock and the earth. Thess 
people have done a job and they have not wasted your money. 

Now, Tennessee had an agricultural economy of a sort. We were 
never able to compete with any of the prairie countries, because if we 
vot 15 bushels of corn to the acre, we thought we were going to town. 
You men from the Middle West can get 100 from an acre, and Mr 
Gore wore out a lot of hoes down there trying to make 15 bushels to an 
acre, and he knows a hard job. 

TVA came in, and we welcomed them naturally with open arms, and 
it has changed our economy entirely. We now are moving rapidly 
from an agricultural economy to an industrial economy, and in doing 
so we are not ribbing your country. 

As I told Mr Cotton during bis recent visit to Knoxville, I had made 
a survey over Tennessee and I could not see where we had attracted 
one single textile plant from New England. But, on the other hand, 
North and South Carolina successfully raided New England, and they 
are being furnished with private power and not public power like we 
have. So we will have to mark that one off against us. We do not 
disturb your economy very much. 

But we have a contract, just as the distinguished mayor of Memphis 
has told you, with a governmental agency made in good faith, and 
under that contract we could not buy any power anywhere else even 
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were available. And, of course, any company coming in now to 
tch the tail end of this power production could not sell their bonds 
all. Private industry could not come in there and compete 

Ir. Patiuies. I do not quite understand the statement you could 

t buy the power even if it were available. 

Mir. Dempster. No. We have a contract. We cannot buy power 

m anybody except TVA. So has Memphis. They came in and 

ight the other companies out (About $22 million is invested ther 

Knoxville, and they paid last year $469,000 in taxes to Knox County 

| four additional counties. They are increasing about 10 percent 
ar. 
have a statement here form Mark Whitaker, of Knoxville Utilities 

ud, stating he predicts, based on figures, that he will have a 30 
‘nt increase in 3 years. 

\ir. Jonas. Who paid that tax? 

\ir. Dempster. KUB—Knoxville Utility Soard paid it. 

It is a distributing agency, and they have the exclusive right to buy 
TVA power and furnish Knoxville and the adjacent counties I 
file with the committee also this financial! operating report of the 
tric division of KUB 

\ir. Putiuies. Thank you. 

\f{R. Dempsrer. It shows the 


Summary data follows: 


A nor 


lectric plant value is 10,7 and the total asse ame 
4,635 as of January | 53 All mds outstanding are revenue bor 
t to $8,225,000 
stem pays city and county tax These taxes amounted to $469,11 
The gross income for was $8,056,579, with 

134,619. The system is increasing at the rate of approxit 

vear and it is expected tha ate growth will cont 
he average residential consumer used 96 kilowatt-hours in 1988 and 

12 months they have averaged using 6,254 kilowatt-hours each 
reason to believe that this electric usage will not increase on the sam 

the future We are utterly dependent on TVA for a source of power 

Charts of detailed breakdowns were submitted to the committee 
Mr. Dempster. There has been an increase, gentlemen. ‘To give 
ou an idea, we did not have a milking machine in east Tennessee 
5 vears ago, and now they have all got one, and the people are so 
oud down there of their washing machines they put them on their 
ront porch and do their washing on their front porch so people driving 
v the highway can see them. 

Mr. Puitiires. Maybe so they do not miss what is going on 

Mr. Dempster. Perhaps that is so. 

And a good 90 percent of our farm people have electric powel 
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This shows the average residential consumer used 96 kilowatt- 
hours in 1938, and that same customer, the residential custome: 
it is not an industrial raid—last year used 6,254 kilowatt-hours 
each, over 7 times as much since 1938, indicating that you are building 
up in that valley people who are fundamentally loyal to the American 
Government 

We are vitally interested in the defense of this country. <A: 
Tennessee is ideally suited just for that. Weare in there between 
am bragging a little bit on east Tennessee now—the Great Smokies 
the oldest mountains in the Western Hemisphere, 300 million ye: 
old, and the Cumberlands on the west. We have an ideally protect 
country, and that is the very reason the Atomic Energy Commissio; 
came in and established Oak Ridge only 5 miles from my home 
of Knoxville 

[ had a scientist tell me several months ago in New York Cit 
during the mayors’ convention, in his opinion, had it not been fo 
TVA and what it had done in developing electric power in the Ten 
nessee Valley, that there is a great possibility that the atomic bom) 
might have been delayed from 18 months to 2 years in being con 
pleted. We know had that occurred we would have sacrifice 
hundreds of thousands of young men in trying to win the war without 
the atomic bomb 

We have been benefited by their agency and it is not for us to sa 
otherwise. You have redeemed it. They have made the greates 
fishing paradise in America there now 

I say if you can raise more food in an acre of water than you can 
in an acre of ground—and I would rather fish than plow anyway. 

During last year, Mr. Chairman, there came into our country and 
spent $568 million, the tourists, and we welcomed every one of them 
and we are going to make it better now, and we know that this year 
the total income from the tourists will be greater than the total incom: 
in agricultural pursuits in Tennessee 

Mr. Puituirps. You make a very persuasive argument. I have to 
drive through that State twice a year usually. I am going to stop 
and see about this fishing. 

(Discussion off the record.) 

Mr. Dempster. I know the time you consume in different appeals 
This is something a little bit outside of the pale of ordinary approp 
ations. 

You take in the rivers and harbors bill, for many years there has 
been much money spent there. JI would venture to say on the Ohio 
River there has been more money spent in the past 75 years than has 
been on the Tennessee Valley system, with the consequence that they 
have little to show for it. They cannot control 18 inches of water at 
Cincinnati, Ohio. We can control through the Tennessee Valle 
dams, lower and prevent 3 feet of water going down the Mississipp 
at one time. That is the difference between an ordinary flood and 
a disastrous flood like Mr. Hoover did so much to help with so man) 
years ago. 

So this is a contribution to the United States of America. It so 
happens we are in the driver’s seat and benefiting more, perhaps 
than the distinguished Congressman from New England, who has 
showed considerable sagacity already by marrying a Democrat, and 
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iavbe he will be converted to 
ve with us in Tennessee. 
\Ir JONAS. 


a point where he will come down to 
And I hope he does. 
He does not have 
nnessee, does he? 


\fr. Dempster. No, he does not. When you 
ting behind me and the distinguished 


tes carried my home district by 


to become a Democrat to live inh 
realize this man 
President of the United 
10,000 majority, vou do not hav: 


for your information, m our district since the beginning of tim 
have never been represented by a Democrat in Congress, and we 

a volunteer State down there, and our people have been fighting 

h one another for free for 50 years, and when they got a chanc: 

» go in the Union Army and fight for $5 a month, they thought 
Santa Claus was here. [Laughter.] Since that time they volunteered 
every other war, and they continued to do so, and these Republicans 
itinued to beat us We do not like it too well, but they do select 

e men like Howard Baker, and I am very proud of his representation 


yf us. 
Mr. Cooper. I have the honor and pleasure of presenting the 
Honorable George MelInturff, vice mayor of Chattanooga. 


\TEMENT OF HON. GEORGE MCINTURFF, VICE MAYOR OF CHATTA- 
NOOGA, TENN. 


Mr. Meinrurrr. Mr. Chairman and gentlemen of the committee 
| do not know when I have seen a subject so well taken care of as has 
been done by those who have preceded me before this committee, and 
| shall be very brief. 

Among the 6 million people in the Tennessee Valley who are included 
n this TVA area, we have a lot of problems and disagreements among 
urselves on many questions, but in the matter of the Tennesse: 
Valley Authority we are united in our efforts and in our plea to you gen- 

men of the Congress for this appropriation which has been asked for 
y the Authority. 


The TVA is our only source of power, and during the 20 years of 


VA’s operation there has been in their estimates no substantial 
variance in what the need actually turned out to be. 
There is, and we feel that there will be, no overage in the powel 
vhich they will produce if these new steam plants are granted. 
Chattanooga is the biggest user of TVA electricity, and in Chatta 


ooga the power system which the city of Chattanooga owns has 
never had an overage of electric power. 


Chattanooga is known as the industrial center of the South. Our 

idustries and our homes and our farms and the defense manufac 
turing of that area solely depend upon the power which we receive 
from the TVA. And the money which they have asked you gentle- 
men to appropriate for these coming years is certainly a true and 
accurate forecast of the power which we need, and we feel that this 
committee will make that money available. 

Thank you, gentlemen. 

\Ir. Corron. Thank you. 

Mr. Coorger. Mr. Chairman, I have the pleasure and honor of 
presenting Mr. S. R. Finley, of Chattanoogs 

Mr. Pariurps. We are very glad to see you. We have heard a lot 
about vou from Mr. Cotton. 
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STATEMENT OF §S. R. FINLEY, GENERAL SUPERINTENDENT, ELEC{ 
POWER BOARD, CHATTANOOGA, TENN, 


Mr. Fintey. Mr. Chairman, I have no prepared statement, bi 
want to take a few alanine of the committee’s time. 

I will first identify myself. I am an electrical mechanical engin 
I am the administrative head of the Chattanooga Electric Poy 
System. My system is the largest purchaser of TVA power. \\ 
annually pay TVA more money and purchase more kilowatt hours 
than any of its other 146 distributors. 

Mr. Corron. Off the record. 

(Discussion off the record.) 

Mr. Frxtey. I am not going to take much of your time. TI hop 
you will ask me some questions if I provoke any questions. If not, | 
hope you will give thoughtful reflection to some of the things I want 
to say about this problem. 

I do not want to do it from the standpoint of Chattanooga alon 
I have been in the Tennessee Valley for about 16 years. I am no 
employed by the TVA. I have never been employed by them. But 
I have observed their operations, and I have observed their methods 
and I know pretty well the attitude and the feeling and the interest: 
all these 146 distributors. 

About a hundred of them are municipalities. The largest 
Memphis, as the mayor told you. And we have some down as low as 
500 pe ople. We have 46 rural electric cooperatives, and their repr 
sentative has appeared before you. Some of those cooperatives ar 
the largest in America. They are REA financed with eighteen or 
twenty thousand farmers. Some of them are among the smallest 

| have a rather wide acquaintance among the men employed, lil 
myself, to administer those systems, and we have seen the use o 

electricity grow. We have seen the requirements which our customers 

place ne us for electricity grow and multiply, and then multiply 
again. So I want to particularly discuss that point, that Tennesse: 
Valley is not-going to need the capacity that the TVA has request e« 

When the TVA makes up its estimate as to what it is going to nec 
in the way of additional capacity, it takes us into their confidenc: 
They consult with us. They ask me, and I file with them, as do th 
other municipalities and cooperatives, our estimates of how muc! 
power we are going to need, and we do that for several years ahead. 

I have seen my load in Chattanooga grow from 70,000 kilowatts 
about 8 years ago to 317,000 kilowatts now. 

When Chickamauga Dam was built on the edge of Chattanooga 
it was twice too big for the city of Chattanooga. Now it would tak 
346 to 4 Chickamauga Dams to supply Chattanooga. 

so I want to debate that point which Governor Clement brought 
out, that the Edison Electric Institute and those in private power 
industry are not competent to advise anybody upon our needs in thy 
Tennessee Valley. 

I think it has been stated in the papers that those who send you 
the TVA requirements, recommended requirements, have indicated 
we do not need this additional steam plant. Well, all I can say is 
that those people have no conception as of the use to which electricit\ 
is put in the Tennessee Valley. I have seen my friends and acquaint- 
ances in the private power industry come down to the Tennesse: 
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alley, come to Chattanooga, and they are literally amazed at the 
ses to which electricity is put and how widely electricity is used. 
{nd they are not accustomed to the high use of electricity which is 
ade in Tennessee Valley on their own systems. So it is quite 
tural that they could not estimate what we require, because they 
ive ho knowledge, and they have just never had. | have many 
quaintances among them. They are fine engineers. Many of them 

e friends of mine. I have been in this business 35 years as an 

oineer, 

lhere are a hundred different ways you can use electricity economi- 
ally, conveniently, and efficiently in the home. I only use it in 
yme 30 ways, and | am in the business. 

We have dozens and dozens of new ways people are using electricity 
1 Which this capacity is going to be required. 

TVA has never had enough electrical capacity to take care of « 
quirements down there. I read in the papers that somebody in 
heir wisdom has recommended that TVA not be allowed to construct 
his new plant, this new 500,000-kilowatt plant, which they want to 

tablish over near Memphis. Well, that will represent about 

5 percent of TVA’s total electric capacity. We have not had 5 
vercent margin in years, Mr. Chairman, and we are going to need 
hat plant in 1956, and it will be too late in 1955 to start it. It 
vill be too late to make it, because we are going to have the use for 
the electricity which it will produce. 

[ want to say this about the plant: If TVA did not need that plant, 
ve would be the first people to object to it panes my customers and 
he other million customers down there and the other people have an 
nterest in how much capacity TVA has, because that represents how 
much of TVA’s investment we are going to have to pay back to the 
Federal Government someday. 

We believe TVA’s estimates are conservative. We believe they are 
to our best interests. And after all, we are a partner in this business 
vith the Congress and the Government. 

The Congress right now has in TVA some four-hundred-odd millions 
of dollars of appropriated funds which is repayable to the Federal 
Government. We have a couple of hundred of million in it that we 
have paid to TVA through our power purchases. We have some 
100 million, as the Governor told you, invested in our systems. 

Whether TVA gets this capacity or not is vitally important to us 
because if they do not get it, we have no other place to turn to get it. 

| just want to, if I can, state that those of us who operate these 
power systems confirm TVA’s estimates. We want to ask you in 
your judgment and wisdom to appropriate the funds to start this new 
plant. We believe it is absolutely necessary. 

That is about all I want to say unless you have some questions | 
could show you curves, I could file statements. 

Mr. Corron. Mr. Finley, despite the fact that I enjoyed myself 
while in Tennessee so much and enjoyed your hospits ality so much, 
probably I should be cataloged as the worst enemy TVA has on this 
committee, perhaps, because I come from New England. 

You have addressed yourself to the proposition of the matter of 
how much the needs of the valley are going to be. I would not be 
disposed to argue with you about that or question your accuracy. 
But all through this hearing this afternoon—the Governor, I remem- 
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ber, said that you people are bound by law to a certain source of elec- 
tric supply. In other words, the implication is that vou cannot 
supplement your needs through any other source. 

Vir. Fintey. That is correct. 

Mr. Corron. Other than TVA. 

Mr. Finuey. That is correct. 

Mr. Corron. | come from a section of the country that is powe1 
hungry. We need it desperately. The future of our section depends 
on it, and we cannot, for various economic reasons, produce it. So | 
realize what it means. 

But as a matter of law, as a matter of fact, now that through th: 
investment by the Federal Government, through the loans which | 
understand you intend to repay and are repaying in gradual measure 
but through the loans of the Federal Government you have developed 
hydro electric possibilities of the Tennessee Valley. And I am even 
willing to concede, for the sake of argument, that perhaps that would 
not have been developed for many vears by private capital. It is an 
excellent thing not only for vou but for the whole country. But vou 
have developed it. You have now reached the point where the growing 
needs of a great section and a prosperous section require more power, 
and you are building steam plants, and we are financing steam plants 
each year. Now, asa matter of fact, there is nothing in law or in fact 
if your needs grow faster than the Federal Government is prepared to 
continue, why supplementary steam plants could not be constructed 
in your area from local capital, is there? 

Mr. Finuey. Yes, there is, Mr. Cotton. 

Of course, the thing that has required these rapid building of 
steam plants, one of the principal things has been the Federal require- 
ments for power in that area, for the atomic energy installations, the 
other national defense installations. These steam plants along with 
the hydro were required for them. That is the thing that has brought 
about the bulk of the steam plant capacity. 

Mr. Corron. We recognize that, but is it true that the steam plants 
that are requested in the forthcoming budget are for defense purposes? 

Mr. Finuey. | think it is, sir. In 1956, TVA estimates will show, 
I think—and I have no reason to doubt them—In fact I believe they 
are conservative—that the Federal defense installations will take 40 
percent of the generated electricity, 40 percent of it. The munici- 
palities and cooperatives take a less amount than that, considerably 
less amount than that. 

Mr. Corron. Just one other observation. It has been my impres- 
sion from the hearings this committee has had, and from the people 
who have been before it for TVA, as well as for the cooperatives and 
other interested people in your section, the position, as very ably 
presented on the floor of the House by Members of the House from 
vour section is that the Federal Government, having in the beginning 
created the Tennessee Valley Authority, having assumed the responsi- 
bility for developing power and furnishing power, and having, by doing 
so, created a situation so there will be no profit’ for private capital to 
go in there now because the field is taken up, is under a moral, if not 
legal, obligation to carry through and to produce and to furnish all 
the money necessary to create all the facilities that the people of your 
valley may require for any and every purpose in the future. Is that 
your position? 
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Mr. Frnuey. Oh, ves; 1 think the Federal Government has a legal 
ind a moral responsibility to continue its partnership with us in the 
ennessee Valley in this power program. We are bound to purchase 
our supplies, that is, municipalities and the cooperatives, from the 
Federal Government. We cannot buy from anybody else. There is 
an exclusive contract. 

Mr. Corron. But it 1s because of a contract that you voluntarily 
entered into with the TVA and the TVA voluntarily entered into with 
vou. The Congress of the United States never said to TVA, “You 
sign these people up and fix it so if you are furnishing them power 
that the city of Nashville, the city of Chattanooga, or the city of 
Memphis could not build one supplementary steam-plant unit if they 
needed it.”’ 

Mr. Fintey. Well, the Congress implied that, I think, in th 
original act when they said that the power developed from the rivers 
should be primarily for the benefit of the ultimate consumer, residential 
and farm consumer. 

Mr. Puitures. That only limited the power to the beneficial use of 
certain groups of people. ‘That did not say no power could be obtained 
from the other source 

Mr. Finuey. No; but, Mr. Chairman, | would remind you the 
Federal Government has been constructing steam plants in the 
‘Tennessee Valley since 1941, and a situation has come about down 
there where it would be impractical, uneconomical, almost impossible 
for the Federal Government, for us, or anybody else, to ch unge the 
rules under which we had lived for all these years. 

Mr. Corron. You will bear in mind—I think this is a correct state 
ment. I know my friends over there will correct me instantly if it is 
not—that Congress was hesitating in the matter of supplementing 
hydroelectric power with steam plants until the war hit us. Then we 
were confronted by the necessity of furnishing power for defense 
activities. That is what put those steam plants in there and started 
ison this course. That is true; is it not? 

Mr. Finuey. That is true, sir, but the fact it is accomplished is no 
reason it should be changed when it is a good proposition for the 
Federal Government. This is a good partnership arrangement 

Mr. Puiuurs. Except perhaps the percentage of power produced 
by steam and the percentage of power produced by hydroelectric 
sources is somewhat different from the original idea of the Congress 
as indicated in the original act. [am not prepared to argue that, but 
| would like to ask you a question. 

Mr. Finuey. Yes, sir. 

Mer. Puiuures. | think either you or a preceding witness said that 
it not been the Federal Government, whoever produced the power 
would have gone out and borrowed the money in the open market, 
and so forth, and the situation would be much the same as the Federal 
Government now finds itself in by advancing the money, which later 
will be returned. On that assumption, would you say, therefore, you 
would feel that the Congress would be not only in its authority, but 
you might say within its obligations to the people of the United States 
to say that its relations with the TVA would necessarily be those, or 
as nearly as possible those, of any financial institution to a client? In 
other words, that the interest, the repayment, and so forth, should be 
somewhat relative so that you would not have a condition in which 
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the people of the rest of the United States could say, ‘‘We are just 
subsidizing one section of the country beyond the needs of defense, 
beyond the needs of those things in which the Federal Government 
has a primary interest.’’ Do I make myself clear? 

Mr. Finuey. Yes. 

Mr. Puriurps. There has been a ee unt discussion in the 7 years 
I have been here over the returns by TVA, over the interest, ov« 

in-lieu-taxes payments, and over these things. You would certainly 
ho! dt to the theory, on the basis of your previous statement, that ther 
should be some relationship between the relation of the Federa! 
Government to TVA and the relation of any lending agency to a 
client? 

Mr. Finuey. Of course, Mr Chairman, I do not look upon the 
Federal Government as a lending agency. I did not use that term 

[ do not look on the people of the United States as loaning us any 
money when 40 percent of TVA’s capacity is required for national- 
defense installations. | Say all of the people of the United States are 
in partnership with us in power production in an area where the Con- 
gress has chosen to develop it. 

Mr. Patties. Then, on 60 percent only, you would say there 
should be such a relationship? 

Mr. Finuey. No; 1 do not believe I would, sir, because it would bi 
uneconomical, not only for the Federal Government but for the whole 
area. And you cannot break this thing down and divide it up now 
We have gone along thus far; and, if you could, there is no good reason 
to do it. It is good business proposition for the Federal Government 
as a partner with us. 

TVA earned nearly 5-percent return on the money Congress in- 
vested. You have a law under which those who use this power have 
agreed to pay it back in 40 years. We will always need some expan- 
sion, sir 

Mr. Anprews. You do not think the private utility could go into 
that territory? 

Mr. Finuey. I do not think a private utility could possibly have 
done the job that has been done down there. 

Mr. Anprews. | am talking about at this time. 

Mr. Fintey. No; no private utility would come in now. 

Mr. ANprews. So, the only source of power that the whole section 
can look to is TVA? 

Mr. Fintey. That is right. 

Mr. Anprews. If the TVA does not furnish additional power as the 
needs require, then no power can be had? 

Mr. Fintey. We have gone along this way for 20 years now. If 
the rules are going to be changed, which we do not think the »V should 
be 

Mr. Yarrs. If | may continue along that same line, suppose the 
Congress in its wisdom or lack of wisdom should not grant the appro- 
priations which you say are necessary for the progressive growth of 
the territory. Would the people in the region, would the industries 
in the region, be able to obtain power from any other sources? 

Mr. Fintey. Not within a reasonable length of time; no. 

Mr. Y ATES. When you say ‘‘a reasonable ‘length of time,’’ what do 
vou mean? 
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Mr. Fintey. [ mean in time to keep our economic hla going 
along the way the rest of the country is growing, sir. We are going 
to have to live under whatever rules you gentlemen in Congress make 
for us. 

Mr. Yares. There are some who say that perhaps this is the time 
to halt that, that, if the area is to grow, other sources of power must 
be te ipped 

Now, you have been an electrical engineer for 35 years, you stated? 

Mr. Finutey. Yes. 

Mr. Yates. How long have you lived in that area? 

Mr. Finuey. Since 1937. 

Mr. Yates. In the Chattanooga area? 

Mr. Finuey. That is right. 

Mr. Yates. Where did you live before that? 

Me. Finuey. I lived in Ohio. 

Mr. Yates. Did vou work with a private company? 

Mr. Finuey. Yes. 

Mr. Yates. Which company? 

Mr. Finutey. The Ohio Public Service Co. 

Mr. Yates. Which is a private utility? 

Mr. Finuey. Yes. 

Mr. Yarres. And you have had occasion to watch the operations 
of both the Ohio Public Service Co. and the TVA, have you not? 

Mir. Finutey. I have not watched them particularly. 

Mr. Yates. When you say “them,’’ whom do you mean? 

Mr. Fintey. Ohio Public Service Co. 

Mr. Yares. When you worked for the company? 

Mr. Finurey. Yes 

Mr. Yates. That is what I mean. You have had occasion to see 
that company in action and to see TVA in action. Would you say 
that TVA is being operated in as efficient a manner as the private 
company for which you worked? 

Mr. Finuey. I would say that TVA is being operated as efficiently 
as any private utility in the United States. I would say that they 
have the best construction organization. I would say that the Federal 
Government gets more for its dollar out of TVA construction than most 
private utilities do for their dollar of construction. That is my 
observation. 

Mr. Yates. Getting back to my previous question, in the event that 
the Congress decided to call a halt to TVA’s expansion, what would 
the people i in the region be compelled to do? Where would they go 
for additional power? 

Mr. Finuey. Well, I do not know, sir. I do not know as I could 
answer that. 

Mr. Yarres. What other sources are there? 

Mr. Fintey. There are no other sources. Private utilities sur- 
rounding our area have no surplus. 

Mr. Yares. Let us take northern Alabama, concerning which your 
friends have testified. They said they needed power for expansion 
down there. As I remember the testimony of TVA previously, there 
are private utilities in Alabama below the TVA territory. 

Mr. Finutey. Oh, ves, sir. 

Mr. Yates. Could they be used for additional power? 
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Mr. Finuey. I could not answer that question exactly. 

Mr. Yares. Could you tap a private utility for additional power in 
the Chattanooga area? 

Mr. Fintey. No, su 

Mr. Yarrs. Is there a private utility in that area? 

Mr. Fixtey. There is no private utility in that area 

Mr. Yares. Is that true of Memphis as well? 

Mr. Finuey. That is true in the TVA service area. There are no 
private power producers in that area. 

Mr. Yarrs. So in the event the funds requested were not granted 
by the Congress, it is your opinion then that the growth of the region 
would be stunted? 

Mr. Finuey. It would be stunted. It certainly would be. 

Mr. Jonas. Mr. Chairman, I have some contrary information that 
I would like to develop for just a minute, if you will give me 2 minutes 

Mr. Puitiies. You may have 2 minutes 

Mr. Jonas [ am very much interested in what vou said, Mr. 
Finley, and I have been impressed by it, more so than by some of the 
other testimony which reminded me of what Coolidge said once, that 
he was against sin. I am in favor of power, and I am in favor of 
washing machines, milking machines, and electric lights in barns and 
milking sheds in the homes of the people who live in the area 

The ‘only question that concerns me is whether or not at this time 
we ought to build a steam plant at Fulton, which is near the Miss's- 
sippi River in the Memphis area, and whether we ought to build 
another one at John Sevier. 

Mr. Finuey. You are adding another unit there. It is the same 
thin 

Mr. Jonas. Yes. You have stated, in answer to the questions of 
Mr. Yates, that power would not be accessible to those areas from 
private utilities. Now is it not true that the Fulton plant is planned 
right across the river from private utilities, and do they not operat: 
wcross the river nearby? 

Mr. Fintey. There are some private utilities, | believe, in Arkansas 
across the rivet 

Mr. Jonas. It will become, therefore, a question of fact to be 
determined from further testimony as to whether they would be able 
to supply any power to that part of the TVA area. Is that not true? 

Mr. Finutey. I do not say they could not supply it, sir. 

Mr. Jonas. If they can supply it, then your answers to Mr. Yates’ 
questions would not be entirely correct, would they? 

Mr. Fixitey. Well, it becomes then a matter of supply. It becomes 
a matter of the price 

Mr. Jonas. You were basing your answers to his questions on an 
issumption that there was no private power available and that there 
vill be none. Is that not true? 

Mr. Fixutey. Well, | am not familiar with the details, Congressman, 
of the production facilities of the private power companies in the ares 

Mr. Yares. Which area? 

Mr. Fintey. Surrounding TVA. I know that for years the private 
electric-power companies surrounding TVA have bought every kilo- 
watt-hour they could get out of TVA, and bought a great deal of it. 

Mr. Jonas. We had some testimony before this committee by TVA 
people to the effect that there are no military establishments to be 
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served by this Fulton plant and none are contemplated. Is that not 
correct? 

Mr. Fintey. I could not say. Whatever they told you would be 
the facts. 

Mr. Jonas. They also told us that there is private power accessible 
to the John Sevier area and that their transmission lines even cross 
private power lines. Do you know whether that is true or not? 

Mr. Finutey. No, I do not know. TVA has interchange arrange- 
ments with private industry. 

Mr. Puiuures. I think the record will show that none of these two 
plants Mr. Finley is talking about are intended for a war use, defens« 
ise. 

Mr. Yates. You mean the Memphis plant? 

Mr. Puiuuips. Yes. 

Mr. Anprews. As I recall, it is intended to take care of the in 
creased demand Memphis has for power. 

Mr. FINnuey They are required to take care of the area demand 
Mr. Chairman. The area demand is made up of this tremendous 
defense load, is made up of a number of private industrial loads, 
aluminum companies, and a million and a quarter people, all of us. 

Mr. Jonas. Is not your situation at Chattanooga and other areas 
which I will describe as in the heart of the system, quite different from 
the areas around the periphery? 

Mr. Fintey. No, not in any particular. 

Mr. Jonas. I mean the periphery areas may be served by private 
utilities if they are available. 

Mr. Finuey. Yes 

Mr. Jonas. But I can see it would be quite impossible to serve an 
area in the heart of the system. Is that not true? 

Mr. Finuey. That is right. 

Mr. Jonas. So the problem is not quite the same as far as the 
heart of the territory is concerned as it is with respect to the areas 
around the edges of the system? 

Mr. Finutey. Yes. 

Mr. Jonas. All right. 

Mr. Finuny. The problem is relative to all because in the TVA 
service area, this 80,000 square miles from Memphis to Bristol, from 
Chattanooga to Paducah, that area is all 1 power-service area, and 
it is just uneconomical to try to break it down. 

Mr. Jonas. May I offer this observation? I think the people | 
have heard who object to further expansion of TVA, their principal 
objection is not to the continued service of the natural area but to 
the expansion of the area and continued pushing out and taking in 
of new territory. 

Mr. Finuey. I have watched that, if I may just say for a moment. 
[ have watched that for some 15 years since I bave been down there, 
and the TVA service area, the people in it who determine the limits 
of it, are not interested in going over into North Carolina or farther 
up into Virginia or Kentucky. 

Mr. Jonas. I know, but TVA is. 

Mr. Finuey. I would say they are not, Congressman. I have never 
heard an expression on their part to do it. I have known people to 
come in to TVA who wanted to get power in some other section of 
the country, and TVA has been unable to supply them and has given 
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them no encouragement. I do not think TVA is terested in extend 
ing their power, what they call their power service area. I just do 

not beheve they 
Mr. Puri Thank you very much, Mr. Finley. We are glad 
lived up to the representation civen you bh 


Mr. Coorrer. Mr. Chairman, that completes the witnesses present 
from Tennessee, except for myself 


Mr. Putuurps. We will be glad to hear from you 


R, A -RESENTATIVE IN CONGRES 
NNESSEI 

Mr. Chairman: I appreciate the privilege of appea 
this distinguished committee in suy of the TVA appro 
as requested in the budget presented in January 1953, an 
pecially the Fulton steam plant 

Twenty vears ago this month the Congress created TVA and 1 
produ tion of power! for the use of the pe ple was one of the majo 
ened to this great agency of regional resource development 
of untold benefit to the region and the Nation Today 

‘Ss, It ha hece me thre sole ly lie I ot electris ity | 
miles Five mullior people depend upo! 

use in their homes, on their farms and 

Power use is STOW v in this area at 
capacity must be provided to meet the 


| 


} c rY . , ly, , 
naotal ‘productive econoniy 


vear T\ \ has requested funds to continue the constructio 


if hvdro | ts ¢ » unde W \ and sched iled iO 


1 sl 
re the end of 1955. and funds to begin constructi 


am 


meet the increase in requirements which must 


Two ol the new { comn ended are schedule 


. Diant to be it at wh 
| 


at is known as the 
north of Men phi Lauderdale Count 
hth District which I have the honor to repre 
to build a modern steam plant of the kind 
t at the Fulton site. If appropriation of 
Fulton plant is granted now, the first unit of 225,000 
‘placed in service in the fall of 1956 
As we all know, the TVA power system ts operated as a whole. No 


plant is a captive of any individual community, but this plant is pro- 
posed for location near Memphis and in West Tennessee because the 
increasing requirements of that area can be most economically served 
if additional capacity 1s prov ided here At peak loads West Tennessee 
now uses about 450,000 kilowatts of capacity 3\ the winter of 
57 it is estimated that West Tennessee loads will have grown 
to 700,000 kilowatts and to almost 900,000 by the winter of 1958-59 
In Memphis alone electricity consumption is expected to rise to 2.5 
billion kilowatt-hours by 1956, when this plant will go in service 
To get an idea of what this quantity means, let me point out that this 
figure for Memphis is 80 percent of the total amount of electricity) 
produced during 1952 by all the utilities both privately and publicly 
owned in our neighboring State of Arkansas, just across the river 


from Memphis. 
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Today the major load centers in the west Tennessee area ar 
wing served from generating plants located from 100 to 200 miles 
way. Power comes into our area over transmission lines from the 
arious TVA hydroplants along the Tennessee River and from the 
team plant at Johnsonville. The existing lines are inadequate to 
ike care of the larger loads that are certain to develop in the next 
w years. TVA had two alternatives for meeting west Tennessee’s 
iture power requirements. One, to add to generating capacity ol 
steam plants already under construction, then to build additional 
transmission lines from those distant plants to the Memphis area 
to start a new steam plant in the west Tennessee area, thereby 
educing transmission costs and transmission power losses. This is 
the method selected by TVA engineers after a thorough study of all 
factors. This is the prudent, efficient way for TVA to add to the 
total generating capacity available on its system 

Let no one be fooled by the suggestion | have recently seen 1 

vress that TVA estimates of load growth in west Tennessee : 
optimistic and that “experts” from outside the region | 
Fulton plant is not required. In west Tennessee the number 

rified farms has increased more than 4 times in the past 7 vears 
from less than 15,000 farms in 1945 to 63,000 farms today. About 90 
percent of our farms are equipped to take electric service now; thei 
loads are growing. Those of us who live in the region know the fact 
We know that on this question the management of TVA is expe 
Let me remind you that in 20 years of experience TVA has not so 


that 
wf 


far built one kilowatt of excess capacity, in spite of the fact t 
every year the private utility ‘experts’ thought difterently. W 


had experience in Tennessee with the ‘experts’ of the private power 
companies. We want no more of their forecasts. They thought 
800,000 kilowatts in capacity was enough for the whole area now 
served by TVA. They thought only 3 percent of the farms deserved 
electric service. They thought we would never see the industrial 
erowth which TVA has made possible. 

The economic growth of this region is dependent upon an increas« 
in the power capacity available from TVA. The Fulton plant is 
needed to guarantee efficient and economic management of the TVA 
power system. We have had efficient and economic management so 
far. Let it not be said that with 1953 good power system managi 


ment is to be abandoned. 


STATEMENT OF HON. JOE L. EVINS, A REPRESENTATIVE IN CONGR 
FROM THE STATE OF TENNESSE! 


Mr. Evins. Mr. Chairman and members of the committee: I appre- 
ciate very much the opportunity and privilege of appearing before this 
committee, the Subcommittee on Appropriations, which handles and 
considers funds for the Tennessee Valley Authority. 

My statement, I assure you, shall be brief and, I trust, to the point 

I have no disposition to trespass upon your important time but I do 
want to indicate to you gentlemen of the committee my strongest 
support in behalf of this committee providing full and adequate 
funds for the TVA—to insure the continued growth and operation of 
the TVA which means so much to the people of the district which | 
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am honored to represent and to my State of Tennessee—yves, and 
ereat area of the South and the Nation 

| desire to supplement, if possible, and certainly to support thi 
statements which have been made before this committee by the dis 
tinguished Governor of Tennessee, my State’s two distinguished 
Senators, the mayors of Me ‘mphis, Nashville, Knoxville, and Chatta 
nooga, and representatives of the Tennessee Valley and others. 

Frankly, gentlemen, there has been considerable alarm, apprehen 
sion, and concern among the people of the TVA area that a drasti 
cutback in appropriations for the TVA was imminent and that ade 
quate funds would not be provided by the new administration and 
Appropriations Committees of the Congress—to insure a normal 
growth and development of electric power needs of the people of thi 
TVA area 

Because of this fear there has recently developed throughout th 
TVA area a general resurgence of and support for the TVA from thi 
people whom it serves. 

These I should mention largely in this order: 

The farmers and rural citizens served by rural cooperatives; 

The municipalities—all the cities of the entire TVA area; 

The industry and industrial units of the region—and they are ex- 
tensive and depend, like all the others, on the TVA for their sole and 
only source of power supply; 

And finally [ should mention the nations! defense needs and require- 
ments. These include the Oak Ridge Atomic Energy Plant, in east 
Tennessee; the Army’s Redstone Arsenal, in Huntsville, Ala.; the 
great Air Engineering Development Center which is presently being 
built in the district which Lam honored to represent, and which, when 
completed will greatly accelerate electric power needs and require- 
ments of the area 

At the present time the power requirements for the defense installa- 
tions of the Federal Government in the TVA area constitute approxi- 
mately 40 percent of all electric power produced by the TVA. 

I should like‘to repeat and emphasize that it is estimated that by 
1956—3 vears hence—the oe ments of the Federal Government 
alone in the Tennessee Valley area, for defense purposes, will consume 
the present installed electric mocot generating capacity of the TVA 

In other words, the Federal Government requirements will more 
than double in the next 3 vears and unless we are foresighted and take 
proper steps and provide ade quate appropriations now, the domestic 
needs of the area, after the defense requirements are supplied, will 
not be met. We could have a partial blackout in the area if the 
Congress is not foresighted and timely and proper action is not taken 
[ strongly urge the members of this committee to prevent this future 
occurrence by providing the funds for TVA’s normal growth and 
development. 

This committee should not overlook or underestimate the national- 
defense importance of the TVA. TVA was born because of a crisis 
in our national history. It has contributed greatly to our national 
defense. TVA has produced 6 percent of the phosphorus for bombs, 
fire and smoke screen and aluminum nitrate used during World War 
II. <A erjsis in aluminum production was averted during World 
War IT largely because of the power facilities made available through 
the TVA 
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Although censorship conceals the amount of electricity sold to the 
private company that produced the atom bomb, it is evident that 
that amount was substantial. TVA has thus contributed in a very 
material way to the production of ammunition, to keepir 
American bombing planes flying until our Nation gained fin: 

Besides the national-defense importance of the TVA, 
should be emphasized that the TVA has dem 
sound business enterprise. TVA is operated 
basis. It is owned by all the people of the Nat 
are paid for by the power which the people col 
able enterprise which has justified its existen 
alone by practi al business standards of success 

TVA annually returns pavs back into tl 
Nation—approximately $30 milion from proceed 
power, Although TV \ does not pay ed ral 


necome belones to the Government Last vear, 
a gross operating revenue of $95 million and ; 
839,000, representing a 4.7 percent return on n 
TVA, over the past 20 vears, has paid mor 


investment either in direct Dayvments to the Uni 


in redemption of outstanding bonds 
Ye . | repeat TY A is a soun 


i 
addition to bemeg ot creat ¥ orth for national ( 
} 


Dusiness e! 
This committee should not, by failing to 
priations, place a ceiling or lid on the normal growt! 
of a great section of our country 
| appreciate the indulgence 
May I say in conclusion that 
TVA power 1s needed today and will again 
future. The rewards from T are coming 
be for generations vet to come 
During the last war only a vital margin 
available. The wisdom of TVA supplied that 
vital to our Nation’s victor By providing full 
velopment and expansion of TVA the agricultural Hite 
seoment of the people of our country will be improved: the n 


defense requirements will be met,and the public interest will be ser 
Mr. Jones. Mr. Chairman, I have the pleasure and honor of pre 

senting Mr. Milton Cummings of Huntsville, Ala., who has been 

commissioned to be the spokesman of the city of Huntsville, the civir 

organizations there, and the Chamber of Commerce. Mr. Cummings 
Mr. Corton. Mr. Cummings, we are clad to welcome you 


STATEMENT OF MILTON K. CUMMINGS, HUNTSVILLE, 


Mr. Cummines. Thank you, Mr. Chairman 

It is indeed a happy honor to be here and have the opportunity of 
testifying before you this afternoon. 

We are here today in the interests of all the people of North Ala 
bama, the farmers, the industrialists, the industrial employees, and 
the people engaged in commerce. We are here because we have seen 
that progress can be made in our area through the abundant and eco- 
nomical use of power and we are deeply concerned that our further 
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development and growth should not be halted by a shortage of elect: 
powel 
The record on the progress we have made is the best argument wy 
can offer for continuing on the same road. In the 7 years since th 
war the use of electricity in the homes and on the farms of nort! 
Alabama has increased to nearly 5 times the amount used in 1945 
In 1945 only 18,000 of north Alabama’s farms had electricity. In 
1952 this number had increased to over 60,000. The tremendous 
increase in use, of course, represents substantial aid and improvement 
standard of living of both the urban and rural families, but 
v more important is the effect this increase in the use of ele« 
has had on the earnings of the farms and farmers in the area 
North Alabama has been and is still a predominantly agricultural! 
section. 
We have struggled long and hard to develop industrial opportuniti: 
the area to balance our farming activities and absorb the surpli 
longer be gainfully used on ourfarms. Substantia 


nnoio 
0) nada | O59 the 1 > £ nx » |} ] } 01 
peeh Made. n 1952 the use oj powel DY IUSINeSS al 


v in the north Aiabama area was about 50 percent over the u 
in 1945 Since TVA powel has been available, the area has developed 


industries producing aluminum, ferro-alloys, chlorine, phosphat 
copper tubing, sy thetic fabrics, rubber products and many others 
the last few years Decatur alone has seen the development of suc! 
major projects as the Chemstrand plant, the Wolverine tube plant 
and construction the new air-conditioning unit manufac 
t of the Worthington Pump Co. Much has been done but 
the area is still far below the average for the Nation and 
y concerned that this progress be continued. We are 
convinced from almost 20 years of experience that electric power ts 

one of the most important tools in accomplishing our goals. 

We understand that TVA is proposing to approximately double its 
generating capacity in the next 3 vears Considering the fact that 
the home and farm use of electricity in our area has increased nearly 
five times since 1945 and considering the fact that we have only begun 
to develop the industrial operations so badly needed in our area thi 
estimate of new power capacity requirements appears very conserva- 
tive. Wein north Alabama are not only convinced that this capacity 
will be required but we are very much concerned over the fact that 
without an adequate supply of power our area will not be able to 
develop and we will, in effect, lose the gains we have worked so hard 
to accomplish over the last 20 years 

Wael 
ized 
electric systems—15 municipalities and 9 cooperatives—all owned by 
the people and operated on a nonprofit basis with the purpose of 
developing the area. These systems now serve almost 136,000 con- 
sumers—homes, farms, and businesses. We have invested some 40 
millions of dollars in local electric distribution facilities. More than 
28 million has been invested since 1945. This 1s concrete proof of our 
faith in what electric power can do for our region. It is a pledge of 
our capacity and determination to repay the funds invested by the 
Federal Government. We sincerely believe that if the Federal Gov- 
ernment will continue to back our faith and hard work we will make 
unprecedented strides ahead. Conversely, we believe that any cur- 


now what electric power can do for the area. Ve have organ- 


and now have operating some 24 locally owned and managed 
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tailment of the future supply of electric power will be a handicap which 
will be impossible for our region to overcome, We have been living 
close to the TVA for many years and we have never seen a kilowatt of 
capacity installed that was not needed. Based on our experience we 
strongly urge the TVA’s appropriation, 

Thank vou very much. 

Mr. Paiuurps. I hope you gentlemen from Alabama know we have 
i great respect for the Alabama Representative on this subcommitte: 

Mr. Cumminas. Thank vou, we are proud of the record he h 
made 

Discussion off the record. 

Mr. Jones. The next witness I will present, Mr. Chairman, is 

Louis Echo, the editor of the Florence Times and Tri-City Dail 
Mr. Paruuies. We are glad to hear from vou 


ATEMENT OF LOUIS ECHO, EDITOR OF THE FLORENCE TIMES 
rRI-CITY DAILY 


Mir. Ecuo. Mr. Chairman, and members of the committee 

We have had so much distinguished testimony this afternoon, 
and I know you gentlemen are busy and want to get out of here, 
so | want to take one little point and want to dramatize it. 

You have heard these pleas for appropriations for power. Here 


a little snapshot that was taken in 1933. That was the first time 


a member of the TVA Board came to Muscle Shoals David 
ilienthal was a very voung man then. At the time he came to the 
Shoals, Wilson Dam, which was built by the Corps of Engineers in 


World War a was the only Government dam on the Tennesse Rive r 
[t had four generating units in it. Today it has 18. In addition to 
that TVA has built almost 30 dams 

The discussion that was under way in 1933 when this snapshot 
was taken was what in the world will we ever do with all this powe1 
that Wilson Dam will make if we put any more generators in. We 
have built almost 30 more dams, we have built steam plants, we are 
building more steam plants, and the beginning of the end is not even 
insight. So the result is just simply a question of vision. 

l feel very deeply about this thing, and I do not have any partisan 
ship or politics involved in it at all. 

I was born in the shadow of Wilson Dam. When I was 9 year sold 
my father took me out to see it when under constryction, and thi 
first time I was there I saw a man drowned in those rapids. I know 
of the power of that river. 

My people were farm people. When the spring rains came I could 
sit on my front porch and hear the waters roar through those spillways, 
going to waste then. There were not any generators, no market for 
power, supposedly, and the crops downstream would wash off of the 
highlands and off the lowlands. The livestock were drowned. We 
have long since gotten rid of all of that, 

That is just part of the picture of my feeling. 

During the time that this water was spilling over Wilson Dam 
and there were four generators in there, they were unused except for 
very small portion of power sold by the Army engineers as dump 
power. It was sold to private utilities for 2 mills per kilowatt-hour 
and retailed in the city of Florence—which adjoined, as Mr. Cotton 
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will recall from his visit, Wilson Dam Reservation—for as high 
10 cents a kilowatt-hour. Six miles from there my mother was 
bending over a washing machine, growing old ahead of her time 
And when I wanted to take a bath I carried my water in a bucket a 
hundred yards from my grandfather’s well because my father coul 
not sink a well through the blue flint. 

Vision is the answer to it, and that is the appeal I make to th 
committee 

Mr. Putiuips. We thank vou very much, Mr. Echo. 

Mr. Jones. Our last witness, Mr. Chairman, is an outstandin: 
lawver of north Alabama, Mr. Jimmy Bloodworth of Decatur. He 
had the pleasure once before in 1948 of testifving before this subcom 
mittee on the same problem that is presented to the committee at thi 
moment Mr. Bloodworth. 


STATEMENT OF JAMES N BLOODWORTH, DECATUR, ALA 


Mr. BLoopwortrn. Thank you, Congressman Jones 

Mr. Phillips and members of the committee, I do want to correct 
one thing Congressman Jones said. It was the Senate Committee or 
Appropriations, I believe. I would like to sav this initially: I am 
afraid that | do not possess the ae imen or the ability to present to 
vou the fine talks that have been given before, especially the humor 
with which the distinguished mavor of Knoxville spoke. 

I do feel that I have two thines in common. One is since I am from 
north Alabama, not from Tennessee, nevertheless, | do have a love 
for TVA as do all of our people. We have had al close workin: 
partnership with it, as Governor Clement pointed out. Secondly 
| share the Same age as Gov. Frank Clement, of Tennessee 

Gentlemen, I am here today as a representative of the city of 
Decatur, Ala. Decatur is a citv of some 24,000 citizens on the Ten 
nessee River and situated in the center of northern Alabama. Ow 
city is the fifth largest municipal user of electric energy tn the Tennes 
see Valley, ranking after Chattanooga, Memphis, Knoxville, Nashville, 
and Huntsville. Each of these svstems, I believe, operates throughout 
the respective counties while our system operates entirely within thi 
city. Therefore, we are just a city system, and we rank rather high 
in use of electrical energy 

| would like to give you some figures. I know figures are dry and 
are hard to pefceive and are still harder to retain. So in connection 
with that I have brought for each of vou a copy of a fairly recent issue 
of our local paper If vou will look at the back pace of that, gentle- 
men, and follow me on these figures, I believe vou will see and perceive 
some idea of the growth of power in our area. 

In the past 14 years, we in Decatur have had a phenomenal growth 
in the use of electric power. To illustrate: In 1940, Decatur consumed 
20 million kilowatt-hours of electricity 

In 1951, Decatur used 184 million kilowatt-hours. 

In other words, the total annual consumption of electricity increased 
seven times 

Likewise, in 1940, the annual average use of electricity per consumer 
was 1,640 kilowatt-hours. 

In 1952, this figure had jumped to 6,980 kilowatt-hours, an increase 
of nearly 6 times 
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Since the war, the growth has been even more phenomenal. 

In 1947, the average consumer use of electricity was only 3,700. 

[ remember with pleasure in 1948, 5 years ago this month, when | 
appeared before the Senate Subcommittee on Appropriations, I cited 
to them that figure as an indication of the growth that our city had had 
in the consumer use of electricity, and I cited with pri le that we were 
ising then 3,700 kilowatt-hours of electricity that vear. Now this 
figure has climbed to 6,980 in the short space of 5 vears. 

In 1933, only 1 out of 28 of our Tennessee Valley farms were ele 
trified. In 1947, 1 out of 2 were electrified, and in 1952, nearly 9 out 
of 10. 

Between 1950 and 1951 (the latter being the vear for which latest 
figures are available) the residential use of electricity mereased 28 
percent, the commercial use 54 percent, industrial use 31 percent 
Now that is an overall increase of 32 percent from 1 year, 1950-51 

But you might well ask, to what do we attribute this growth? 

We believe it is due, first, to the tremendous increased use of elec- 
tricity by our residents. For instance, the average residential use 
of electric power throughout the United States is about 2,000 kilowatt- 
hours. In Decatur, this figure is over 6,980 kilowatt-hours. For 
instance, 9 out of 10 homes in Decatur have electric refrigerators; 
3 out of 4 homes cook electrically; one-half of all homes heat their 
water electrically. 

We also attribute our great electric power demands to our natural 
industrial growth. We in the South, and particularly in our region, 
have now become a market area. Many manufacturing plants have 
located here to be nearer sources of raw materials and markets. 

Now, our citizens are disturbed and concerned upon hearing that 
certain TVA appropriation items were not included in the President's 
budget request. We are concerned that we will not be able to get 
sufficient power from TVA for our industries, homes, and businesses. 

Mr. Puruires. What items do you refer to? 

Mr. Bioopwortu. I understand, Chairman Phillips, though | 
have not seen the figures, nor the budget, that the plant at Memphis, 
the projected steam plant at Memphis, the appropriation for that 
was not included in the recommended budget. 

Mr. Puruuies. Very well. 

Mr. BLoopwortu. | believe you eall it the budget request. 

Mr. Paiuures. That is right. 

Mr. BLoopwortrn. And now, to reduce this thing to its simplest 
form, it seems to us that you are confronted by these two propositions: 
(1) Do we in the Tennessee Valley’s cities, towns, and farms need 
additional electric power? (2) Can TVA continue to supply that 
power under their present generating capacity? 

Now, I’m principally concerned with the first proposition. It 
seems to me, if we in the valley can be of any service to you, we must 
advise you of our additional needs and requirements for electric power. 
After all, we feel like TVA is in a much better position to state its 
case to you gentlemen, or the power experts and the engineers are 
much better able to tell you what they need in the way of generating 
capacity. We, 1 might say, are willing to accept their figures as being 
bona fide, but: we do know and we are concerned with our need. | 
believe I have demonstrated that to you by a number of these figures. 

Now we simply look at the proposition like this: 
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f additional generating capacity is needed, must we not provid 
ot. means to build this capacity todav? We know that generatin: 
plants cannot be manufactured overnight. TVA, as I say, should 
be best suited on advising vou on this additional capacity. We fee! 
like our job is to give you the demands from the local levels. 

Suppose, gen tlemen, we take this as an analogy: If we were in 
private power monopoly area, Which we did occupy before the TVA 
entered the valley, what problem, or how would our power growth b: 
solved by a sahiraba utility? 

Well, of course, we know they would not ignore our demand for addi 
tional power, they would simply go into the money market and borrow 
additional capital with which to build the plants to supply us th 
— 

After all, if we carry another analogy a little further, in the valley 
we are married to public power for better or for worse. There is no 
other source available, or none is contemplated. The issue seems to 
us to be whether you gentlemen in your good judgment and foresight 
are willing to lend TV A—and I say again it is a loan—if you will loan 
TVA the additional capital funds with which to build steam plants 
in order to supply us our needs. 

We feel like—at least I certainly do, that I have shown you in ou 
city our terrific demand for diesel electricity. That magnified in th: 
144 municipalities and cooperatives throughout the TVA area should 
give you a good indication of the need for additional power. 

We do believe that the Federal Government owes an obligation to 
supply funds as a loan to TVA with which to build the additiona! 

capacity and the additional power projects. 

Now I believe, as Governor Clement also stated, we do not ask fo 
any handout in Federal funds. We do ask, and most earnestly en 
treat you, that you loan these funds as the Federal Government's 
natural obligation with TVA to build the additional plants which 
they say they need 

Mr. Patuures. Thank you very much. 

Mir. BLoopworrn. I would like to leave this summary, Mr. Chair- 
man, if | might to be included in the record. 

Mr. Puitiies. We cannot put the material in the record for mechan- 
ical reasons, but we can file it with the rest of the material on the 
Ss ibject. 

Mr. BLoopworrn. Thank you. 

Mr. Yarers. I think you made a very good statement, Mr. Blood- 
worth. 

Mr. Corron. So do I. 

Mr. Jones. Thank you very much, Mr. Chairman. You have 
been most kind and generous to hear us. 


Monpbay, May 25, 1953 


PowkER SuppLty IN MeEmMpPHIS AREA 


Mir. Puoitires. Mr. Jonas, vou wanted to make a suggestion and, 
perhaps, a statement for the record at this time. 

Mr. Jonas. Thank you, Mr. Chairman. ‘The reporter will put this 
in the record and, I think, Mr. Chairman, it probably should be placed 
in the permanent record right after the testimony last week of the 
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VA officials, or, perhaps, at some other location than right here in 
onnection with the Veterans’ Administration justifications 

You will recall that some 10 davs ago we had before this subcom- 
mittee the Governor of Tennessee, the mayors of certain cities in 
lennessee, and some outside witnesses who testified in support of the 
equest for funds for the TVA to construct a steam plant at Fulton 
Penn. 

One of those witnesses was Mr. 8S. R. Finley, who, I believe, is 
hairman of the utilities commission or power board, they call it at 
Chattanooga. 

Mr. Finley testified, among other things, that if this steam plant 
shoul | not be built at Fulton, the result would be a shortage of power 
in the Memphis area, because power from other sources is not availabl 
n that area 

I directed several questions to Mr. Finley, seeking to establish 
whether or not certain private power companies do not now operate 
in the Memphis area. These questions were provoked by testimony 
given before this subcommittee by TVA officials at previous hearings 
to the effect that there is a private power company which operates on 
the west side of the Mississippi River across the river from Memphis 
Mr. Finley did not have any information about the capacity or th 
ability of this private power company to furnish power requirements 
in the Memphis area, but he was under the impression that the com 
pany did not or would not be able to supply the power requirements in 
the Memphis area 

This leads me, Mr. Chairman, to raise the question as to whether it 
would not be desirable and proper for this subcommittee to communi 
‘ate with the private power company and invite that company to 
appear before the subcommittee and give testimony on the question of 
its ability or interest in undertaking to supply power in the future for 
the Memphis area 

I do not know the name of the private power company and have had 
no communication from or with the company. I would suggest that 
this subcommittee have the clerk get in touch with TVA officials and 
ascertain the name of the company and that he then communicate 
with the company and inquire if it would like to testify before the sub 
committee. 

You will recall that subsequently TVA officials in testimony before 
our subcommittee stated there is another private power company 
operating on the east side of the Mississippi River and just south 
of Memphis. I think we should get in touch with that compan 
also and give them an opportunity to come here and testify on this 
question. 

I think the same thing should apply with respect to the John Sevie1 
area. TVA officials testified that private power companies operate 
in that area of Tennessee and I think we should, in investigating the 
necessity of these steam plants, get in touch with those companies 
and give them an opportunity to come here and testify. 

Mr. Puruuips. I think the idea is very good. I also recall that in 
the testimony there was considerable discussion as to how much power 
was furnished by a utility on the west side of the Mississippi. At one 
time we had understood TVA officials to say that the Mississippi was 

. barrier against the delivery of power on the east side of the Missis- 
cae but subsequent testimony indicated it was already being brought 
across the River, which rather wrote off that objection. 
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Mr. Jonas. It may transpire that these companies are not interested 
in testifying. I do not know and do not have any information on 
that subject at all 

Mr. Puruuies. If there is no objection to anything I have said, 
Mr. Jonas’ suggestion will be approved and the clerk will be instructed 
to arrange for such a hearing at the earliest possible date, and consult 
with Mr. Jonas, who from now on will have charge of the details of 
the hearing 
However, I would like, because this has come up [ had not 
expected to bring this up—but I would like to call attention to 
report which we had subsequent to the hearing with TVA officials 
which I think will interest all of the members of this subcommittee 

This comes from the staff of the Appropriations Committee, as a 
‘carrier’ you might say That is, the information was secured from 
the Office of Defense Mobilization, the Federal Power Commission. 
the Munitions Board, and an organization which I confess I never 
heard of before, the Defense Electric Power Administration. All 
four of those are included in the figures which are in this little brief 
memorandum which I shall place in the record here and suggest to 
the clerk that it be put in with the TVA hearings in proper order 

The matter referred to is as follows: 

from Federal Power Commission and Defense Electric Power 
re TVA capabilities and loads. 


negawaltls, based on Trumar 


capability by 200 megawatts but 
curtailed to offset this reduction 
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Office of Defense Mobilization, Federal Power Commission, Munitior 
Administration 
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DEPA has indicated that an adequate allowance for reserve and maintenance 
ould be 10 percent of the peak load: Even after making such allowance and 
iving no consideration to power available from other companies through inter- 
ymnections (as much as 400 megawatts onpeak and 800 megawatts offpeak 
nergy has been purchased via interconnections), the margin of capability over- 
vad under the Truman budget schedule based on DEPA load estimates would 
be 984 megawatts in 1955 and 1,474 megawatts in 1956. These margins would be 
reduced to 897 megawatts in 1955 and 974 megawatts in 1956 under the revised 
uudget. Based on this margin, Gallatin units 1 and 2, Kingston unit 9, and 


John Sevier unit 3, could be eliminated without encroachment on minimum 
reserves. It is to be noted that onlv minor highway work and construction camp 
vork has been started at the Gallatin plant (for which fiscal vear 1953 funds wer 
appropriated) with no actual breaking of ground for the project as of this dat 
Indicative of the general overestimating by TVA, are the following figure 

from the Federal Power Commission It is understood that the TVA estimated 
loads shown were made approximately 1 year prior to actual load shown for 
corresponding year 


Very briefly, it points out that in every year from 1941 to 1952, 
inclusive, with the exception of 3 years, the Tennessee Valley Au- 
thority has materially overestimated the demands upon it, and trans 
lating that and its requests for additions for 1952 to 1956, inclusive, 
that even after the budget eliminations or suspensions of Fulton 
No. 1 and 2 units, that there is still estimated an excessive amount 
of current of 1,837 megawatts by the DEPA and the other agencies 
and based on TVA’s own figures an excess of 891 megawatts 

The staff pointed out, for the consideration of the committee, that 
even if we were to stop the Kingston unit 9 and John Sevier unit 3 
and Gallatin units 1 and 2, there would still be a minimum reserve. 

I am not suggesting that, but I am merely putting that in the 
record, together with this entire statement, for the consideration of 
the committee after the hearings which Mr. Jonas has suggested 


May 28, 1953 
Power SuppLty IN Mempuis AREA 


WITNESS 


R. B. 'WILSON, VICE PRESIDENT, MISSISSIPPI POWER & ELEC- 
TRIC CO., JACKSON, MISS. 


Mr. Jonas. Mr. Phillips asked me to call the meeting to order and 
get started. He will be back before we can proceed very far. 

This gentleman is Mr. Wilson of the Mississippi Power & Light Co. 
His company was invited to appear here today through a representa- 
tive to give some testimony or answer some questions on this TVA- 
proposed steam plant at Fulton, and the committee is ready to proceed. 


pt. 1 
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I will ask Mr. Wilson to give his initials and state the name, cor- 
porate name, of the company he is with, and where he is located, and 
where you operate; just so the reporter can hear it. 

Mr. Wiison. My name is R. B. Wilson. I am vice president of 
the Mississippi Power & Light Co., with offices in Jackson, Miss. We 
operate in the western half of the State of Mississippi. 

Mr. Jonas. Mr. Wilson, are you familiar with this proposed steam 
plant at Fulton? 

Mr. Witson. In a general way. 

Mr. Jonas. Do you know where Fulton is? 

Mr. Wixson. I believe it’s somewhere north of Memphis. 
understood it was about 40 miles north of Memphis. 

Mr. Jonas. | understand your company operates across the Missis- 
sippi line south of Memphis. 

Mr. Wiuson. Yes; we do. 

I might explain, Mr. Jonas, our company is part of the Middle 
South Utilities system, consisting of the Arkansas Power & Light Co., 
the Louisiana Power & Light Co., the New Orleans Public Service 
Inc., and our own company; and these four companies operate in the 
lower Mississippi Valley. 

Mr. Jonas. You are, then, or your company is, affiliated with the 
Arkansas company? 

Mr. Witson. We are affiliated and interconnected. 

Mr. Jonas. Now, am I correct in my understanding that the 
Arkansas company operates on the west side of the Mississippi River, 
west of Memphis? 

Mr. Wixson. It operates in Arkansas. 

Mr. Jonas. And you operate to the south? 

Mr. Wixson. In Mississippi; yes, sir. 

Mr. Jonas. And would you tell the committee anything that you 
would like to say bearing upon the ability or willingness of your 
company to supply or furnish power to the Memphis area? 

Mr. Wixtson. Well, let me answer that in this fashion: System 
generating facilities, of course, have been designed for supplying power 
to the area which we serve. We have interconnections with a number 
of neighboring systems, including the Southern company system to 
the east, the Gulf States Utilities in Louisiana, Southwestern Gas «& 
Electric in Louisiana, Oklahoma Gas & Electric up in Arkansas and 
the Arkansas-Missouri Power Co., and the TVA system. 

Of course, we are in the power-generating business. It is our 
business and, under a proper arrangement, we would certainly give 
consideration to supplying power to anyone who desires it. 

Mr. Jonas. Now, how near to Memphis is your closest installation? 

Mr. Wixison. At the present time we have a plant at Cleveland, 
Miss., that will be completed in—oh, by December of this year. 
That’s about 90 to 100 miles south of Memphis. 

The Arkansas Power & Light Co. has a plant at Forrest City, Ark., 
which I believe is some 60 or 70 miles over there. 

Mr. Tuomas. Mr. Jonas, is that a good economical transmission 
distance? 

Mr. Jonas. I was going to ask him that. 

Mr. Tuomas. Excuse me, 
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Mr. Jonas. What would you say about those distances with respect 
to the transmission of power? 

Mr. Witson. Well, I think that would depend on the amount of 
power than was to be transmitted. Of course, the larger the amounts 
of power, the shorter the distance it should be transmitted. 

Mr. Jonas. The installation, you described at 

Mr. Puiuurps. I don’t understand that answer. 

Mr. Witson. Well, | mean it’s uneconomical to try and transport 
large blocks of power long distances. 

Mr. Jonas. Are you familiar with the TVA’s operation? 

Mr. Witson. Just in a general way. We have an interconnection 
agreement with TVA. It was signed about 2 years ago. 

Mr. Jonas. My recollection is that Mr. Kampmeier testified that 
the nearest TVA installation to Memphis at the present time was about 
the same distance as from Cleveland to Memphis. 

Mr. Wiison. | am not familiar with the TVA system. 

Mr. Jonas. Is your installation at Cleveland a steam power unit? 

Mr. Witson. Yes, sir. It was designed—we will have 210,000- 
kilowatt capacity when completed, and it was designed for an addi- 
tional 210,000 kilowatts. 

Of course, we locate these plants as near to the load center as it is 
practical to do, and that is the reason | said our power generating 
system of plants have been constructed to serve our own loads. 

Mr. Jonas. We have had some testimony before the committee to 
the effect that the Mississippi River constitutes a barrier that would 
affect the ability of the system to send power from east to west. 

Mr. Wixison. Well, I can only answer that by saying our system 
operates across the Mississippi at a number of places. We have river 
crossings at Memphis, at Helena, Greenville, Vicksburg, Natchez, and 
| don’t—-1 believe that’s 

Mr. Jonas. You say you have a crossing at Memphis? 

Mr. Wixson. Yes, sir. The Arkansas Power & Light Co. has an 
interconnection with the TVA at Memphis. 

Mr. Jonas. On the east side of the river? 

Mr. Witson. Well, the crossing, of course, is on both sides of the 
river. Arkansas owns it on their side of the river and the TVA on 
their side. 

Mr. Jonas. Who owns the crossing? 

Mr. Wiuson. It is jointly owned. It is theoretically owned up to 
the center of the river by the TVA on the east side and the Arkansas 
Power & Light on the west side. 

Mr. Jonas. Does the Arkansas Co. operate on the west side of the 
river north of Memphis, and how far? 

Indicate on that map, will you, please? 

Mr. Wiison. The Arkansas Power & Light Co. operates all the 
way up to the Missouri line, wherever that is here. 

Where is it? 

Mr. Jonas. Right there. 

Mr. Witson. Right along there, I guess. 

Mr. Jonas. The Arkansas Co. operates up the river to the Missouri 
line? 

Mr. Wixson. Yes, sir. 

Mr. Jonas. Does it have any other steam-plant installations, except 
the one you described between that point and the Missouri line? 
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Mr. Witson. Let me get a map out of here, and I think I can 
answer that question better. 

There is a map of the Middle South Utilities Co. system. 

You notice there is a generating plant now at Forrest City, known 
as the Hamilton Moses plant. 

There is one at Little Rock. 

There is a station at Cecil Lynch, and one at Lake Catherine. 

And then there are two dams, the Carpenter Dam and the Remme! 
Dam of the Arkansas Co. 

There is a plant at Harvey Couch. That is down in the southwest 
corner of Arkansas. 

And then in Mississippi we have the Delta plant at Cleveland, the 
Rex Brown plant 

Mr. Puiuurps. See where that is, Mr. Jonas. 

Mr. Jonas. Is that the one you are building now? 

Mr. Wixson. That is the one that is under construction. 

The Rex Brown plant down at Jackson, about halfway down the 
State there; the Natchez plant down at Natchez, Miss., on the rive: 
over there. 

In Louisiana, the Louisiana Co. has a plant at Sterlington. The 
Louisiana Co. also has a plant at New Orleans known as Ninemile 
Point. 

Mr. Jonas. What do the dotted lines from Wilson to Jim Hill and 
back to Jonesboro indicate, and Newport, up toward Missouri? 

Mr. Witson. Those are lines which indicate that they are inter- 
connecting lines with other companies, tie in with other companies. 

You notice your legend down here at the bottom. 

I mentioned the interconnections already in my testimony, and 
you notice one with TVA there at Memphis, and one down here just 
south of Jackson with the Mississippi Power Co., one down at New 
Orleans with Mississippi Power Co., and over to ‘the west with Gulf 
States and Southwestern Gas & Electric. 

Mr. Jonas. If power requirements justified it, would your company 
or the Arkansas Co. be financially able to build additional steam 
plants in that area within economical transmission distance of the 
Memphis area? 

Mr. Witson. I think, sir, under proper type of contract we would 
undertake to supply any requirements that might be needed. 

Mr. Puruurps. I think, Mr. Wilson, that Mr. Kempmeier when he 
was up here, indicated in his testimony—and I have not gone back 
now to check on this, I am doing this from memory—that the dam 
from which power would be supplied to Memphis by the TVA was 
about 125 miles away. 

Now, you have indicated that 90 miles, as I understood your 
testimony——you were about 90 miles away. 

Mr. Wixison. We have a plant that is presently under construction 
which is 90 miles away; yes, sir. 

Mr. Puiuurps. Let me put it in two ways: If it was possible and 
economical for TVA to carry power 125 miles, it would certainly 
be as economical for you to carry it 90 miles; if it was not economical 
for you to carry it 90 miles, then it would be less economical for TVA 
to carry it 125 miles. 

Mr. Wiuson. Again, I think that would depend on the type of 
transmission line, the amount of power to be transmitted. There 
are a number of factors that have to be considered. 
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In our own particular case we try to put the generating plants as 
near the load centers as we can do so practically. 

Mr. Puiuures. That leads directly into my other question, and that 
is: It boils down to a fact that the power for the Memphis area can 
be generated most economically and most satisfactorily from a near 
power plant, nearer steam plant, than either of these sources we are 
talking about; and Mr. Jonas has already asked you if it would be 
possible for a private utility to build a power plant in the Memphis 
area and supply power as economically as TVA could supply it. 

Mr. Wrison. Well, I don’t know as I exactly follow the question. 

[ think I answered Mr. Jonas’ question as, under the proper terms 
and conditions, that our company could undertake to build a power- 
plant, or any facilities needed, to supply power to anyone in the area 
down there—TVA, or the Southern Co., or any other system—which 
might be in the market and might want to purchase some power. 

Mr. Jonas. As a matter of fact, your lines go right into Memphis 
now; don’t they? 

Mr. Witson. To the State line. We have sold TVA quite a bit of 
ower in the past. 

Mr. Puitures. One more question: Mr. Wilson, isn’t it a common 
practice among all companies all over the United States today who 
serve a number of customers and cover large territories to have 
arrangements for the interchange of power between themselves in case 
of emergency ? 

Mr. Witson. Yes, it is; and we have such an agreement with all of 
the companies around our periphery. 

Mr. Jonas. When you finish the Cleveland plant, it will have a 
capacity of how much? 

Mr. Witson. Two hundred ten thousand kilowatts, 

Mr. Jonas. To be added to your present system? 

Mr. Witson. Yes, sir. 

Mr. Jonas. Will that give you a current surplus of power at that 
time? 

Mr. Witson. Yes, sir; we will have a surplus of power, according 
to our estimates, for several vears. 

Mr. Anprews. If you sold power to Memphis over there, Mr. 
Wilson, how would your rate compare with the rate they buy power 
from the TVA rate? 

Mr. Wirson. Well, I couldn’t answer that right now, Mr. Andrews, 
without knowing the amount of power, the tvpe of power, the facilities 
required or the term of contract that might be entered into. 

Mr. Anprews. At the present time do you have a surplus of power? 

Mr. Witson. When our present production schedule is completed 
by the end of this vear, we will have some surplus power. Of course, 
it was built to serve our own loads and not to serve any outside loads; 
and, of course, we expect it will be available until our own loads 
require it. 

Mr. ANprews. From page 8 of the TVA budget program: 

Completion of the program of capacity additions now under way wouid result 
in the foregoing relationship between the system capacities and presently pre- 
dictable loads 

1954-55 installed capacity, 7,808,385 kilowatts. Predictable system demands, 
8,050,000. Presently indicated deficiency, 736,000 kilowatts. 

In the winter of 1956-57, installed capacity would be 9,601,385 kilowatts. 
Predictable system demands 8,600,000 kilowatts, or an indicated deficiency of 
524,000 kilowatts. 
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The foregoing figures show that, in the light of AEC expansion, the TVA 
system again faces an unsatisfactory power supply situation in the winter of 
1954-55, with an estimated deficiency of more than 700,000 kilowatts, and that 
without new additions the situation would still be tight the following year and 
a deficiency of more than a half million kilowatts would again develop by the 
end of 1956. 

These figures are without allowance for any further load beyond that 1 
foreseeable. 

As I recall the requirements, additional requirements, for the 
city of Memphis, in 1956 it would be around 250,000 kilowatts 

Do you think your system would be in a position to supply that 
amount with your present facilities or would it be necessary for you 
to expand? 

Mr. Wixson. I think for us to supply 250,000 kilowatts at Memphis 
would require some additional facilities on our part. 

Mr. Anprews. On your part. 

Mr. Wiison. I might add we have supplied as high was a hundred 
thousand kilowatts to TVA at Memphis. 

Mr. Anprews. And you are not in a position to say what your 
rate would be as compared to TVA rates? 

Mr. Witson. No, sir; not at this time. 

Mr. Anprews. That is all, Mr. Chairman. 

Mr. Puiuurps. Off the record, please. 

(Discussion off the record.) 

Mr. Jonas. Mr. Wilson, do you know anything about the situation 
up around Sevier? 

Mr. Witson. No, sir; I don’t, Mr. Jonas. 

Mr. Jonas. See it there on the map? 

There is a power company operating at Kingsport, Tenn. 

Mr. Wiison. I believe there is. 

Mr. Jonas. Within a few miles of Sevier; but you are not familiar 
with that? 

Mr. Witson. No, sir; I am not at all familiar with that. 

Mr. Jonas. That Kingston area there—the red dot—do you know 
anything about that? 

Mr. Witson. No, sir; I surely don’t. 

I might explain that I was up in the east when this call came in, 
and I am just here—I didn’t come prepared with any information 
other than what I just happened to have. 

Mr. Jonas. We didn’t intend to ask you anything except just some 
general questions. 

Mr. Wiuson. Yes. 

Mr. Putuures. Thank you very much, Mr. Wilson, for coming. 

We are endeavoring to find out just exactly what the demands in 
that area are likely to be and what the possible sources of supply may 
be. 

Mr. Witson. Well, I appreciate the opportunity of being here. 

I would like to say we have worked with TVA in the past. We 
have supplied them with large blocks of power and, as a matter of 
fact, we hope to get into negotiations very shortly on some interim sup- 
ply of power, and we would be very happy to do whatever is necessary 
to help work out that. 

Mr. Puituirs. Thank you very much. 
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TENNESSEE VALLEY AUTHORITY APPROPRIATION 
WITNESSES 


HON. JOHN SHERMAN COOPER, A UNITED STATES SENATOR FROM 
THE STATE OF KENTUCKY 

PAUL H. TIDWELL, TENNESSEE DIRECTOR, NATIONAL RURAL 
ELECTRIC COOPERATIVE ASSOCIATION; MANAGER OF MERI- 
WETHER LEWIS ELECTRIC COOPERATIVE 

JOSEPH 8. MITCHELL, DIRECTOR OF WARREN RURAL ELECTRIC 
COOPERATIVE CORP., BOWLING GREEN, KY. 

ELBERT W. KILGO, PRESIDENT, CULLMAN COUNTY, ALA., FARM 
BUREAU; VICE PRESIDENT, FARMERS COOPERATIVE WAREHOUSE 
ASSOCIATION 

FLOYD 8S. NELSON, PRESIDENT OF TENNESSEE RURAL ELECTRIC 
COOPERATIVE ASSOCIATION 

CHARLES M. STEWART, MANAGER, WARREN RURAL ELECTRIC 
COOPERATIVE CORP.; KENTUCKY DIRECTOR, NATIONAL RURAL 
ELECTRIC COOPERATIVE ASSOCIATION 

W. C. JACKSON, PRESIDENT, CUMBERLAND ELECTRIC MEMBER- 
SHIP CORP.; PRESIDENT, CUMBERLAND RIVER DEVELOPMENT 
ASSOCIATION, CLARKSVILLE, TENN. 

PAUL HANCOCK, SECRETARY-TREASURER, LINCOLN COUNTY 
ELECTRIC MEMBERSHIP CORP., FAYETTEVILLE, TENN. 

JAMES C. MILTON, ASSISTANT MANAGER, GIBSON COUNTY ELEC- 
TRIC MEMBERSHIP CORP. 

J.W. COUNTS, PRESIDENT, JOE WHEELER ELECTRIC MEMBERSHIP 
CORP. 

CLYDE T. ELLIS, EXECUTIVE MANAGER, NATIONAL RURAL ELEC- 
TRIC COOPERATIVE ASSOCIATION 


TENNESSEE VALLEY RurRAL Exuectrric CoorprerATIVE ASSOCIATIONS 


Mr. Puiturps. We have with us Mr. Clyde T. Ellis and his group. 
Mr. Ellis is a former Congressman from Arkansas, now of the National 
Rural Electric Cooperative Association of Washington. He is ac- 
companied by Mr. Paul H. Tidwell, J. 5. Mitchell, Elbert W. Kilgo, 
Floyd 8. Nelson, Charles M. Stewart, W. C. Jackson, Paul Hancock, 
James C, Milton and J. W. Counts. Have I named them all? That 
list has been furnished to us. 

We will hear first from Mr. Paul H. Tidwell. 

Mr. Trpweui. Mr. Chairman and gentlemen of the committee; my 
name is Paul H. Tidwell. 1 am manager of the Meriwether Lewis 
Electric Cooperative of Centerville, Tenn., a member of the board of 
the National Rural Electric Cooperative Association, and executive 
committeeman of the Tennessee Valley Public Power Association. 

You gentlemen know well the history of TVA and the purpose for 
which it was created and what it has meant to the region. TVA 
was established primarily for flood control, with power generation as a 
byproduct. But now the tables have turned—since 1933 the use of 
electricity in the TVA area has increased 15 times as compared with 
an increase of only 4 times in the United States as a whole. Now 
1,100,000 homes depend on this source for their electrical needs. 
TVA is now supplying 9.8 billion kilowatt-hours annually and fore- 





230 


casts show that this supply will need to be increased to 16.8 billion 
kilowatt-hours in the next 4 years to meet normal growth. 

The cooperative of which I am manager purchases about 61% million 
kilowatt-hours annually. Our engineering studies indicate that, in 
the next 3 years, our domestic requirements alone will be increased }) 
40 percent and in 10 years will be doubled. 

1 might comment that in the particular area that I represent w: 
have one of the lowest agricultural income sections of the State. 

$24 1,250,000 is the estimated amount of money that will be required 
in 1954 to continue the power program. This is a good investment 
for the people of America, because the money appropriated by 
Congress for the poe program will be repaid to the Treasury within 
10 years. This is in accordance with an existing law passed by th 
Congress in 1948. 

Mr. Tuomas. What assurance do we have that that money will be 
repaid? How much are you repaying this year and how much did 
you take in? How much did you repay last year and how much did 
you take out? 

Mr. Trpwe tt. I don’t know that I am in a position to answer that 
except that we are informed that the money has been refunded accord 
ing to schedule. Iam not in a position to say how much. 

Also, good return on the investment can well be expected since 4.3 
percent has been realized each year in the past. After the principal 
has been repaid, the earnings should continue as a source of revenue 
to the United a ites Treasury. 

It has also been a good investment from the standpoint of th: 
market it has created for $665 million worth of construction material 
incorporated in the physical construction of power generating and 
transmission facilities. 

That is to say nothing of the materials that have been spent by t 
distributors of power for their distribution systems. 

Nine hundred million dollars worth of electrical appliances have 
been sold in the valley area since 1947, largely as a result of TVA 
low-cost electric rates. Most of these commodities have been man 
factured in other parts of the Nation. We can see no reason why 
this market should not continue. 

The 50 cooperatives in the valley area feel a deep responsibility to 
their farmer members. They have been successful thus far in bring- 
ing electricity to nearly 90 percent of our farms. When TVA cam: 
to the valley, only 3 percent of the farm families had electric service 
Those who have not yet been served are looking forward to the day 
when they too may enjoy the benefits which they know electricity 
will bring to them. Farm people have learned many ways of utiliz- 
ing electric power for the increase of production on their farms and 
are utilizing this power more and more each day. 

We feel that in creating the Tennessee Valley Authority, the Con- 
gress took on the responsibility of appropriating sufficient funds to 
provide adequate generation and transmission facilities to meet the 
needs of the people of the valley region. The people in the valley 
area are looking to the " ongress to meet this responsibility. 

Most distributors of TVA power have executed 20-year power 
contracts with this iareipiy. These state, in part, “The power dis- 
tributor agrees to purchase and TVA agrees to furnish all of the power 
required by distributor.” 
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Our cooperative has a power contract which was executed in 1939, 
so it has about 6 more years to run. Our cooperative is looking to 
TVA for power to supply the increasing demands of our 10,000 mem- 
bers. The other 149 cooperative and municipal-power distributors are 
also looking to TVA for their power requirements. 

Industrial plants, agricultural developments, atomic energy and 
defense plants will shortly drain ebbing capacity. If adequate power 
s not available to the people our troubles will be many. During the 
war when material and power were short, we faced our most difficut 
period. The cooperatives, along with the Federal Government, were 
blamed for their lack of foresight. 

Under the present world conditions, we cannot afford to be without 
an adequate supply of electricity for the farmers and the defense 
plants. Therefore, on behalf of our 14 million users of TVA power, 
we urge that the Congress approve TVA’s request for funds with 
which to expand its power facilities to meet its contracts and obliga- 
tLlons. 

Since I prepared these notes I have come into possession of a 
telegram that I would like to read, which is from General Eisenhower 
in reply to questions from the Knoxville News-Sentinel, Knoxville, 
Tenn. This telegram is addressed to Mr. Loye W. Miller, editor. 

New York, N. Y., November 1. 


Love W. MILLER, 
Editor: 

Thank you for your telegram. Let me reiterate what I tried to make clear 

my addresses at Memphis and Knoxville, that TVA has served well both 
agricultural and industrial interests of this region. 

tumors are being maliciously spread in TVA areas that I propose not only to 
decrease the efficiency of the operation but to abandon it, which is grossly untrue 
and utterly false. 

If I am elected President, TVA will be operated and maintained at maximum 
efficiency. 

I have a keen appreciation of what it has done and what it will be able to con- 
tinue to do in the future. Under the new administration TVA will continue to 
serve and promote the prosperity of the United States. 

Dwicut D. EiseENHOWER 

Mr. Puruures. Thank you very much, Mr. Tidwell. 

Mr. Mitchell will be next. 

Mr. Mrrcuetu. Gentlemen of the committee; my name is Joe 
Mitchell and I am from Smiths Grove, Ky., near Bowling Green. |] 
am a dirt farmer and director of the Warren Rural Electric Coopera- 
tive Corp., which serves approximately 14,000 consumers in 7 counties 
of south central Kentucky. 

[ am appearing before this committee because I am concerned over 
the shortage of power and farm labor in our area. One of my tractors 
is sitting idle today because I am not there to driveit. With the short- 
age of labor on our farms, we are not going to have enough horse- 
power on our farms to take care of the manpower that we have lost, 
unless we have plenty of electricity. 

It is our understanding that TVA does not now have enough power 
generation to meet the demands. They are our only supplier of 
power and we have got to look to them for our growth. 

When we started using electricity on our farm about 9 years ago, the 
consumption on my farm was about 300 kilowatt-hours per month. 
Now it is around 4,000 kilowatt-hours per month. If we had not had 





232 


electricity available, we couldn’t be producing today as we are, 
because I used to have 5 or 6 tenants and now all of the houses are 
vacant except one. 

I own and operate a 600-acre farm which is general farming, feeding 
of cattle and hogs, and a dairy. My 2 little boys, 13 and 16, now are 
milking 45 Holstein cows at 4 o’clock in the morning, and after they 
get home from school in the afternoon. Of course they don’t do it al , 
but with our help they do, me and this colored fellow. 

Without plenty of electric power we could not operate. This same 
condition exists for the other farmers in my district. There are 1! 
farms joining me that have not anyone but the owner on them; 2 of 
them have approximately 800 acres of land idle on account of labo: 

[ would like to remind this committee that 11 percent of the popu- 
lation of the United States is on the farm. Four percent of that pro- 
duce barely enough to exist. The other 7 percent are having to feed 
the Nation. There are now 1,500 less on the farm every day in the 
United States and 7000 more to feed every morning. This should not 
only concern the farmer, but also the consumer. 

We are now in a critical world condition and, should war break 
out, we know that defense industry will take an even larger portion of 
power from TVA, and defense needs should come first. However, 
should war come, it is going to make the labor situation on the farm 
even worse and the need for food will be even greater. Unless there 
is enough power left for farm operation, I am afraid that the farmers 
of this country will not be able to produce enough food to meet thi 
needs of our Nation. 

We hope this committee will grant sufficient funds to TVA to 
expand the power needs of our area, whereby we farmers can continu 
to meet the food requirements of this country. 

Mr. Puiturps. Thank you very much, Mr. Mitchell. 

We will now hear from Mr. Elbert W. Kilgo, president of Cullman 
County Alabama Farm Bureau, vice president of the Farmers Coop- 
erative Warehouse Association, Cullman, Ala. 

Mr. Kiteo. Mr. Chairman and gentlemen of the committee, I am 
Elbert W. Kilgo, a farmer of Cullman County, Ala., and a member 
of the Cullman Electric Cooperative, Cullman, Ala. I am also presi- 
dent of Cullman County (Ala.) Farm Bureau and vice president of 
the Farmers Cooperative Warehouse Association, Cullman, Ala. 

We place TVA next to our postal service in maintaining and pro- 
moting higher living standards and a continued de .velopment of agri- 
culture and the produc tion of the food and fiber necessary for the 
Nation in peace or war. 

TVA has contributed greatly to the contentment of the farm famil) 
by enabling it to afford and use modern electric conveniences. With- 
out your continued support of TVA which enables it to meet our 
increasing needs for low-cost power, living standards on the farm 
would decline proportionately. This would result in an_ ever- 
increasing number of our young people leaving the farms; these farms 
which should contribute so much to our defense effort. 

In conclusion, I wish to say I have nothing but contempt for 
socialism, and also that the development of TVA is as American as 
other recognized services of our Government. 

Being a rural letter carrier, with 39 years’ service of daily contact 
with approximately 300 families, I’m sure a majority of them feel 
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the same as I do about the TVA and want to see it grow and continue 
to satisfy our growing needs for electric power. 

Mr. Puiturps. Thank you very much. 

We will now hear from Floyd 5. Nelson, president of the Tennessee 
Rural Electric Cooperative Association, Nashville, Tenn., and man- 
ager of the Lincoln County Electric Membership Corporation, Fayette- 
ville, Tenn. 

Mr. Netson. Gentlemen of the committee, my name is Floyd 
Nelson. I am president of the Tennessee Rural Electric Cooperative 
Association and I represent the 250,000 farm families and small-town 
dwellers who receive their electric service from the member-owned 
rural electric cooperatives in Tennessee. Even more closely I repre- 
sent, as manager of Lincoln County Electric Membership Corporation 

Fayetteville, Tenn., the 5,500 farmers, villagers, and small com- 
mercial enterprises in the area served by our cooperative. 

My purpose in being here today is to tell you gentlemen of our faith 
and belief in the program of the Tennessee Valley Authority and to 
sincerely request that you give your full support to this program. |] 
greatly appreciate your kindness in extending to us the privilege of 
being heard. With your permission I will file with you a copy of my 
remarks and a copy of a TVA re port which to me is an ably stated 
outline of the accomplishments * TVA in 20 years of operation. 
The rural people of the Tennessee Valley have electric service today 
simply because of TVA and the faith the people of the valley had in 
TVA. 

The Tennessee Valley Authority was created to meet the need for 
a vital driving force to bring about reclamation of an area known in 
1933 as one of the Nation’s chief economic problems. That TVA has 
met the challenge is evidenced by the fact that today this area is an 
outstanding example of progressiveness, known to the world. 

When creation of TVA made electric power available in quantity 
it became evident that existing facilities would not be expanded to 
make this power available to everyone at retail. It was necessary, 
therefore, that either TVA be its own distributor or that the people of 
the area undertake the job. Almost at the outset it was determined 
that the people themselves should do the job. Farmer-owned coop- 
eratives were organized. Municipalities set up power boards and 
under the guidance of TVA these systems have done an outstanding 
job. 

The municipalities and cooperatives have accepted fully the respon- 
sibility placed upon them. ‘The farmers or small-town businessmen 
who make up the managing boards of these systems have given liber- 
ally of their time and energy. They are serving their neighbors 
loyally because they believe in this program. They have learned the 
principles of management of an electric system. ‘They have secured 
competent employees to carry out the functional duties of operation. 
They are constantly working to improve the systems. They were 
determined to set up organizations of which they and their neighbors 
might well be proud. This the »y have done. Nowhere can you find 

better example of what can be accomplished by the people of an 
area through cooperation. 

In all of this the »y have had the cooperation and guidance of the 
['VA. Probably the outstanding reason for such a wonderful success 
is confidence. Confidence in themselves and in TVA. Confidence in 
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TVA because the people knew that TVA had no other thought or aim 
except to do to the best of its ability just what it had been commis- 
sioned to do by the Congress of the United States. 

The Congress in so commissioning TVA had done so clearly, in de- 
tail, in language easily understood. Acting upon the knowledge con- 
tained in these instructions, the people of the valley undertook the 
tremendous task of electrification, secure in the feeling that their 
power needs would be fully met by TVA. There was no reason to 
feel otherwise. The TVA had been told to do the job and wanted to 
do it. It was an accepted faet. The job has been done well so far. 

Today in the Tennessee Valley 1% million homes, farms, commercial 
and industrial establishments rely solely upon TVA to provide ample 
power for their steadily increasing requirements. The people of the 
valley have built distribution systems with a plant value of $331 

million. Construction expenditures of distributors last year was 
$47 million. They will spend millions for new construction this year 
These same people have invested several billions of dollars in electrical 
appliances and they have spent millions of dollars in wiring their 
homes and farmsteads for electrical living. They are installing equip- 
ment to provide the increased farm production so vitally needed, 
milking machines, milk coolers, grain dryers, pig brooders, chicken 
brooders, lamb brooders. They are building toward a future of elec- 
trical living. In all of this they are building with confidence that the 
power facilities of TVA will be expanded to meet the needs. These 
needs must be met. The future of the region depends upon it. 

It has rightly been said: 

If you would destroy a region, destroy its power supply. If you would hold 
a region to a lower standard of living, vou can do it by placing a limit on its supply 
of electric power. If you would build a region, build an ever greater and greater 
supply of electric energy. 

The Congress of the United States and the TVA have accepted the 
responsibility of supplying the power needs of the Tennessee Valley. 
The people of the valley will look with full confidence to the Congress 

and to TVA to carry out their responsibilities fully as in the past. 

I thank you. 

Mr. Jonas. I do not think the attachment need go into the record. 

Mr. Puiturps. You are correct. We will not include the attach- 
ment because we have already had it. 

Mr. Yates. Where did you say your cooperative was located? 
Where is your section of Tennessee? 

Mr. Newson. I am the president of the Tennessee Rural Electric 
Cooperative Association. ‘Twenty-one cooperatives in the State 
belong to this association. 

Mr. Yates. Where is your home? 

Mr. Netson. My home cooperative is Lincoln County and Fay- 
etteville, in the south-central part of Tennessee, about 80 miles south 
of Nashville. 

Mr. Puiturs. Thank you very much, Mr. Nelson. 

We will next hear from Mr. Charles M. Stewart, manager of the 
Warren Rural Electric Cooperative Corp., Bowling Green, Ky., who 
is also the Kentucky director of the National Rural Electric Co- 
operative Association. 

Mr. Stewart. Gentlemen of the committee, my name is Charles 
M. Stewart, and I am manager of the Warren Rural Electric Coopera- 
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National Rural Electric Cooperative Association. 

I am appearing before this committee because | am concerned about 
the future financial success of the organization for which | work if 
TVA is not provided with the necessary funds to supply the electric- 
power requirements of our area and our organization. 

Our cooperative serves over 14,000 consumers in 7 counties, and we 
have invested over $6 million, which was financed through the Rural 
Electrification Administration. ‘This investment must be repaid to 
the Federal Government with interest, but can only be paid from the 
service bills of our consumers. When we borrowed to build power- 
lines, it was anticipated that an ample supply of power would be 
available for load growth. Only by increased sale of power to our 
consumers can we expect to repay these loans. 

The demand for power exists. We have seen the average kilowatt- 
hour use, per farm consumer, increase from 50 in 1942 to 230 today, 
which is an increase of almost 500 percent. The present rate of growth 
is even greater than in the past. 

It is my understanding that TVA does not now have generating 
capacity sufficient to supply the power distributors of their area and 
that power is having to be imported from outside suppliers. There 
is not only a power shortage in the TVA area but also in the area 
supplied by utility companies in Kentucky. Just since I have been 
in Washington, I have been told by a Kentucky Senator that an indus- 
try this month had to reject plans for locating in Kentucky because 
they could not get a commitment for 65,000 kilowatts of power from 
either TVA or the private power companies. 

Our area has made much progress during the past 10 years in which 
ve have purchased power from the Tennessee Valley Authority, much 
of which, I am sure, may be attributed to an ample supply of cheap 
electric power available to our members through power purchased 
from TVA. 

We are also concerned over a possible shortage of power for our 
towns and industry, because I am convinced that the chief reason we 
in the South are behind the rest of the Nation economically is due to 
lack of industrial development. If an area is to be economically 
sound, there must be a proper balance between agriculture and 
industry. Both of these are dependent upon an adequate supply of 
power. 

Our people have had TVA power now for a little over 10 years, and 
they like it. We hear a lot of criticism of the TVA program but, let 
me say, it doesn’t come from the people in the TVA service area. 

We are not asking this committee for any Government dole, because 
the money to build electric facilities is being paid back to the Govern- 
ment, and the Government is earning a return on its investment much 
greater than the cost of the money it borrows. All we are asking for 
is that TVA be granted the funds needed to provide the electricity 
needed by the people of our area, because they are the only suppliers 
we have. 

Mr. Yares. Is all the power being used? 

Mr. Srewart. We are up to the capacity of the TVA for the whole 
area because their generation is actually less than the amount of power 
that they are selling and that is what we are concerned about. We 
feel, just as I have been in Washington I was informed by reliable 
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sources that an industry in Kentucky wanted to locate close to Bow! 
ing Green and went to the TVA and the private power companies and 
asked about the power situation. But because they would require 
about 65,000 kilowatt-hours they couldn’t locate there. It is my 
understanding that a very small part of industry from the East is 
located in our area. In fact, I don’t know of any. 

Mr. Yates. Where did you get that story that there was no addi- 
tional power available in your territory? 

Mr. Srewarrt. I didn’t say that there was no additional power 
available. We are fearful of that. 

Mr. Yates. I thought you said there was a company which was 
told there was no available power. 

Mr. Stewart. Did you ask me where I got the information? 

Mr. Yates. Yes. 

Mr. Srewarr. From Senator Clements. 

Mr. Puitures. We have the pleasure and the honor of having with 
us Senator Cooper of Kentucky. Did you want to make a statement? 

Senator Coorrr. I did not come here to testify. I came here to 
be informed. 

Mr. Puiiures. Do you have a statement? 

Senator Cooper. No, I came to listen and I would like to say there 
is a great deal of concern over the future of TVA, and I believe the 
almost unanimous position of the people in my State is that they hope 
that its services will be continued and preserved, and it is a matter 
of great concern to them. I hope at a later time to present a statement 
to the committee. 

Mr. Puriuurpes. We will be very glad to have it and we are honored 
to have you here today 

We will hear next from Mr. W. C. Jackson, president of the Cumber- 
land Electric Membership Corp. and also presidert of the Cumberland 
River Development Association, Clarksville, Tenn. 

Mr. Jackson. I have no written statement. So many have come 
before me with these figures and I want to say only two things. First, 
I am a dirt farmer living on and operating a pretty good sized farm. 
I have been with the Cumberland Electric Membership Corp. ever 
since it was organized in 1938, and have been president of the organiza- 
tion ever since it was organized, with the exception of 1 year. 

I helped organize and “have been president of the ¢ Yumberland Val- 
ley Development Association since it was organized a few years back, 
all for the development of electrical development of our territory 
through there, and we are all 100 percent for TVA, and we ask that 
you give due consideration and all thoughts to the full appropriations 
that are asked by TVA so that we may not be hampered in that 
territory. 

As you all know without being told, the demand on TVA for the 
atomic energy proposition at Paducah and Oak Ridge, and the wind 
tunnel at Tulahoma, is big, and a great demand is called for through 
defense projects. 

Mr. Puruiies. Thank you very much, Mr. Jackson. 

We will next hear from Mr. Paul Hancock, secretary and treasurer 
of the Lincoln County Membership Corp. and director of the Lincoln 
County Farm Bureau, Fayetteville, Tenn. 

Mr. Hancock. Mr. Chairman and gentlemen of the committee, 
my name is Paul Hancock. I am a farmer and a feed and seed dealer 
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in Lincoln County, Tenn. I am also secretary-treasurer of the Lincoln 
County Electric Membership Corp. at Fayetteville, Tenn. I was 
born and raised on the farm I now occupy. 

We did not have electric service and could not get it in our rural 
area until 1935, and it was not until 1943 that my own farm was 
added to the cooperative’s lines. 

[ became a member of the board of trustees of Lincoln County 
Electric Membership Corp. in 1943 and in those 10 years I have seen 
a great change in farming and in farm life in our area. 

Through use of abundant electric power generated by the TVA 
and distributed by the farmer-owned cooperative, the farmer in our 
area is no longer the forgotten man. Today he is meeting fully 
every demand placed upon him by a nation growing so fast that it 
vill increase 25 percent by 1975—a nation which is desperately 
striving for world peace, aiding the forces of freedom throughout 
the world with food, clothing, and machinery. 

Our people in the valley have geared their production to this new 
hired man they have acquired. Our everyday routine is based upon 
abundant power. We are dependent upon our distribution systems 
for this power and they in turn are wholly dependent upon TVA which 
was created to bring about reclamation of an area known once as the 
No. 1 economic problem and known today as an outstanding example 
to the world of progressiveness. 

The Congress of the United States assigned to TVA the responsi- 
bility of providing an adequate supply of power to the people of this 
area and the people will look to Congress and to TVA for full accept- 
ance of that responsibility. 

We are proud of TVA and its ace omplishme nts. We ask that vou 
gentlemen who control the destiny of all Federal projects give your 
full support to continuation of this vital program so well under way. 

I thank you. 

I was born and raised in Lincoln County and still live on the same 
farm I was born on. I want to bring a little light on the subject of 
TVA and what it has meant to us. I had carried a lantern around to 
milk my cows and stubbed my toes and all that kind of stuff. I had 
to draw the water and my kids had to do that when they were first 
born because we could not get electricity. When TVA came in we 
began to electrify our farm and now almost every farm down there is 
electrified. We are to the point where we depend on electricity in 
more and more of our operations. When | got it at first 1 used about 
50 kilowatt-hours and now I am using 2,500 and still going. 

Back in my day the economic situation was such that | have worn 
shirts that had 4—12-4 on the back of them. That was not the size of 
them but they were made from fertilizer sacks. We are still using that, 
but through the TVA development there we have learned to use it 
with a broader fashion and to make it count more. 

Power, yes; navigation, yes; but the whole valley program means 
the difference between a bad economic situation and a group of people 
who can hold their heads up and give credit to the United States. 

Mr. Jonas. You remind me of my father, who told me he walked 
6 miles to school. I had to have a bicycle to ride 6 blocks; and now 
my boy wants to ride in an automobile 3 blocks. 

Mr. Yates. You have been on your farm a long time. 

Mr. Hancock. Yes, sir. 
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Mr. Yares. Was electric service to your farm ever offered by a 
private company? 1 

Mr. Hancock. None whatsoever. 

Mr. Yavres. Did you ever try to obtain power from a privat: 
company? 

Mr. Hancock. There was private power in the city of Fayettevill; 
They would not run it out to the rural areas, or rather, it was pro- 
hibitive in price if it went out just 1 or 2 miles, and I am 11 miles 
out, and in fact they wouldn’t talk to us about running it out there 
at all. 

Mr. Yates. Thank you. 

Mr. Puiuurps. Thank you, _ Hancock. 

We will next hear from Mr. James C. Milton, assistant manager of 
the Gibson County Electric Me mbership Corp., Trenton, Tenn. 

Mr. Mitron. Mr. Chairman and gentlemen of the committee: 
my name is James C. Milton. I am assistant manager of the Gibson 
County Electric Membership Corp., of Trenton, Tenn. My purpose 
here is to offer testimony to the committee on the load growth in the 
area served by our cooperative. This evidence is offered as an aid 
in determining the future power requirements of the 146 power dis- 
tributors in the Tennessee Valley areé 

For the year ending June 30, 1952, the cooperative sold to its mem- 
bers 88,437,561 kilowatt-hours. This is an 11.9 percent increase over 
the same period a year ago; and the percent increase of 1951 ove: 
1950 is 13.92 percent. The percentage increase by years since 1945 
has not been below 11 percent. If this trend continues this coopera- 
tive will require approximately 117,710,000 kilowatt-hours by 1955 
or 33 percent more than its 1952 requirements. The kilowatt-how 
sales for the fiscal year ending June 30, 1952, were an increase of 340 
percent over the sales for year ending June 30, 1945, the last year of 
the war. Let us assume conservatively that the increase during the 
next 8 years will only be one-half of that, or 170 percent. We would 
therefore sell, if available, 238 million kilowatt-hours per year. This 
growth is evidenced further by examining the kilowatt-hours per 
month per consumer figures, the residential kilowatt-hours per month 
per consumer for this cooperative for December 1952, February 1952 
and January 1953, are 389, 441, and 406, respec leaky, The residential! 
average kilowatt-hours per year per consumer for 1952 was 4,422. 

Unless more generating capacity is provided than the agricultural 
and economic development of not only our service area but “the entire 
Tennessee Valley will be stopped in its tracks. bah will be transformed 
from a healthy region to one of economic deca This is a condition 
that certainly none of us wish to see. 

[ cannot urge upon the members of this committee too strongly 
the necessity of providing the funds necessary to give us a continuing 
adequate supply of power. Defense activities in the valley constitute 
a heavy and increasing drain upon our energy supplies. In time of 
national crisis, we cannot afford to cut the energy supply of either 
agriculture or defense industry. 

The members of our cooperative are depending upon the Congress 
to provide funds to TVA to meet their future power requirements so 
our region may continue to carry its burden in the affairs of our Nation. 

Mr. Yarrs.. Whereis Trenton, Tenn.? 
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Mr. Mixton. In Gibson County, approximately 100 miles east of 
Memphis and 30 miles north of Jackson, Tenn. 

Mr. Jonas. Are vou near any of the flood-control projects? 

Mr. Mixron. Yes, sir, Camden and Parrish, Tenn., are 57 miles 
from it. 

Mr. Puriurrs. How far from the Johnsonville steam plant? 

Mr. Mitron. About 53 miles. 

Mr. Puitures. Thank you. 

We will now hear from Mr..J. W. Counts, president of the Joe 
Wheeler Electric Membership Corp. and SCS supervisor, Lawrence 
County Committee of Production and Marketing Administration, 
Mount Hope, Ala. 

Mr. Counts. Mr. Chairman and gentlemen of the committee, I am 
J. W. Counts, farmer and president of Joe Wheeler Electric Member- 
ship Corp., Hartselle, Ala. 

Il am vitally interested in the distribution of power at the least cost 
possible for our area, and I feel that it would be impossible to develop 
power other than TVA power without a great handicap to the area. 
| am sure that the rural area of our section would still be crying for 
power, had it not been for the development of TVA. 

Even at the present time we are not sure we have sufficient power 
available to satisfy our present needs, without even considering our 
constantly growing figure needs. 

Therefore, I would appreciate very much for Congress to be as 
liberal as possible in setting up the budget for the TVA so as to enable 
TVA to meet its obligations to our co-op members to take care of their 
ever-increasing needs for electric power. 

I hope the Congress this year will make a distinction between 
appropriations the same way a farmer would. We don’t think about 
a vacation in Florida the same way we do a new tractor. There is a 
difference between an investment jn produce tion equipment and a 
luxury. More money for power in the TVA area is a necessary 
investment and shouldn’t be considered as a vacation or a luxury. 

Mr. Puruures. Thank you very much, Mr. Counts. 

Mr. Ellis, it is good to see you again. 

Mr. Euuis. Mr. Chairman and gentlemen of the committee; my 
name is Clyde T. Ellis. I am executive manager of the National 
Rural Electric Cooperative Association, the service organization of 
the rural electric systems of the United States with a membership 
of 897 rural electric systems, serving approximately 3 million farm 
families in 42 States and Alaska. 

Mostly by way of summary, I desire to make these points to the 
committee: 

No major American industry is growing as fast as the electric- 
power industry. 

2. The rural-electrification segment of the electric-power industry 
is growing faster than the industry as a whole. 

The rural-electrification program is still in its infancy and will 
require more than twice as much power by 1963 as it is requiring 
today, and while farm power use in the South is not increasing as 
fast as in the Nation as a whole, rural use in the Tennessee Valley is 
nevertheless phenomenal. 
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4. The rural-electrification program, now serving about 1 family 
11 in America, is largely dependent upon other sources for its whole 
sale power supply, and completely so in the Tennessee Valley. 

5. The rural people in the seven-State Tennessee Valley area ar 
fearful that the exceptionally heavy concentration of defense industry 
and semidefense industry in the Tennessee Valley will have first cal! 
upon the available power supply, and that any inadequacy of electric- 
ity will be felt by them immediately. 

6. There are still over half a million farms in the country without 
electricity, many of them in the Tennessee Valley area. 

7. If the rural-electrification program is to keep pace with the 
demand in the seven-State Tennessee Valley area, the budget request 
before the committee seems to us to be necessary. 

8. The appropriations requested for TVA power facilities are in thy 
nature of a loan and will be repaid by the power users at an interest 
rate higher than the interest rate on Government borrowings. 

I would like to elaborate briefly on some of these points. 


THE ELECTRIC BUSINESS IS ONE OF THE FASTEST-GROWING INDUSTRIES 


Let us take a brief look at the skyrocketing consumption of power 
by all America, including commerce and industry, as reflected by 
expanding generating capacity——which always seems to lag behind 
demand. 

Total capacity for electric power production in the United States 
in 1912 was 11 million kilowatts. ‘Ten vears later, the capacity was 
20.5 million; almost double. By 1932 installed capacity had reached 
43 million, more than double again in 1 decade. The great depres- 
sion slowed growth so that in the 1932-42 decade capacity was ir- 
creased by only about one-third but, at that, capacity in 1942 was 
over 5 times what it had been 30 vears earlier in 1912. By 1951 
capacity had increased to 75 million kilowatts. . Last October the 
Defense Electric Power Administration stated that in the years 
1952-55 capacity would expand by 41 million kilowatts, well over a 
50-percent increase in 4 years. DEPA has said, ‘Experience demon- 
strates that the amount of electric energy used in the United States 
doubles approximately every 10 vears.”’ 

To put it another wav, let us look at production in kilowatt-hours. 
In 1902 output in the United States totaled 6 billion kilowatt-hours. 
This was less than half the consumption in 1952 by rural electrics 
alone. By 1920 output had leaped to 57 billion—9 times as great. 
Twenty years later, by 1940, kilowatt-hour output had surged up- 
ward to 108 billion—despite the depression, output had tripled. 

By 1950, 10 years later, output had more than doubled again to 
389 billion kilowatt-hours—and the Federal Power Commission esti- 
mates that output will double again by 1960 to a total of 790 billion 
kilowatt-hours. This will represent an increase in 58 years of 131 
times. 

The farmer was a latecomer in the use of machines and inanimate 
energy to run them. The widespread use of the tractor and other 
machines is only a little over a generation old. Electricity, the most 
flexible and economic of all energy sources, came to agriculture when 
the cooperative and rural power districts put it there, or caused it to 
be put there. Farmers were waiting for it and hastened to use it to 
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the extent they could afford the instruments and to the extent elec- 
trical contrivances had been adapted to farm use. First they has- 
tened to install the things that lightened the drudgery of the home 
and made for decent living: Lights, refrigeration, irons, radios, and 

forth. ‘‘Willie Wiredhand” appeared first as a farm household 
maid, but, flexing his muscles, quickly moved on out to the well, the 
brooder, and the barn. Now he is beginning to work his way out 
into the fields. 

Farmers, as real competitive free enterprisers, unguarded by 
monopolistic privilege, have always been pressed between production 
costs and the prices they received for their output. No innovation 
in the history of man has been met with more enthusiasm than our 
“Willie.” 

After all, every farm is both a home and a factory. 

Farm labor is becoming scarcer and more expensive. And there 
are over 2 million more people in the Nation each vear to clothe 
and feed. Farmers are learning they can do many chores faster, 
better, and at less cost by adding more electric lights, more heating 
units, and more machinery. They can produce more food and fiber 
because they are freed for more cane in the fields. 

There are also growing farm uses of electric ity outside the barn 
and pens which aid production. Irrigation pumping is one of them. 

There are other uses which are being applied with increasing 
success in the preservation of farm products, such as walk-in freezers, 
milk coolers, and hay and tobacco driers. 

Even in the farm home the revolution continues. Every year 
millions more automatic water systems, attic fans, and hundreds of 
other appliances are being installed. And many new uses, some of 
already in the offing, will require substantially more energy. ‘Tele- 
vision is one of them. Air conditioning and space heating are others. 

Farmers, incidentally, are believed to be investing approximately 
a half-billion dollars a year in electric appliances and equipment. 
Needless to say, the impact of this electric farming revolution is having 
a dynamic, accelerating effect on business generally—benefiting man- 
ufacturers, industrial workers, merchants, bankers, professional 
people, newspapers, magazines, radio and television, and countless 
others. 

Extensive research, now under way by both industry and Govern- 
ment, will doubtless develop an endless chain of further and better 
electric age marvels for both the farm and home. 

But how will all this affect the growth of our electric cooperatives? 
We think the answer is obvious. Our accelerating farm use, plus the 
effect of rapidly growing rural industries along our lines, is exerting 
the same demand pressures on our co-ops and power districts as city 
folks and industry generally are exerting on the commercial companies. 
And we are going to have to work like fighting prairie fires to keep our 
facilities expanding fast enough. 

The picture is clearer when we realize that, percentagewise, the 
growth and acceleration of our system demands is increasing more 
rapidly than the demands on all suppliers as a whole. Part of our 
increase, of course, is due to new connections. How much we are 
not sure. 

In 1942 REA borrowers purchased a billion kilowatt-hours. The 
first year after the war ended, 1946, we used over 2% billion kilowatt- 
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hours, 2 times more in 4 years. By 1948 this 2% billion had jumped 
to 4%—almost double in 2 years. By 1951 our consumption had more 
than doubled again—in 3 years. We estimate that in calendar 1952 
our folks used 13 billion kilowatt-hours—over 12 times 1942 use; 12 
times more in 10 years. 

Even on this conservative basis, our power requirements in 1963 
should reach 35 billion kilowatt-hours. This would be an increase of 
less than 3 times in the next 10 years by comparison with 12 times in 
the last 10. 

The approximately 1,000 rural electric systems of the country are 
largely purchasers of wholesale power. They are generating. onl) 
= 13 percent of their own power. In the seven-State Tennessee 

Valley area they are wholly dependent on TVA for power supply. 
They are concerned about the fact that disproportions ately large num- 
bers of defense industries have been located in the Tennessee Valley, 
including the tremendous atomic industry installations and several 
aluminum plants, all of which are among the heaviest users of elec- 
tricity in the country. The rural people know that even in peacetime, 
and even more in an emergency, these industries, especially those 
directly connected with the defense, will be served first and that the 
farmers and farm production will suffer if adequate power is not 
available in the valley. 

We therefore urge your favorable consideration of the request 
before the committee. 

Mr. Patiuies. How much of this power that you mentioned is 
normally used and how much of it is what we would call military or 
emergency or defense use? 

Mr. Exits. We are serving a few military establishments and 
defense establishments, but very little. We have been adding more 
people and that is the factor I should call to your attention. We 
have been adding more people than we will be adding in the future 
There are only about 500,000 farm families still not served in this 
country. 

Mr. Purtures. Thank you very much, Mr. Ellis, and the group 
whom you brought with you. 





Tupspay, Marcu 3, 1953. 


SELECTIVE SERVICE SYSTEM 
WITNESSES 


MAJ. GEN. LEWIS B. HERSHEY, DIRECTOR OF SELECTIVE SERVICE 

BRIG. GEN. LOUIS H. RENFROW, DEPUTY DIRECTOR OF SELECTIVE 
SERVICE 

COL. BERNARD T. FRANCK III, CHIEF LEGISLATIVE AND LIAISON 
OFFICER 

COL. WILLIAM §&. ILIFF, Jr., ASSISTANT TO THE DIRECTOR 


SALARIES AND EXPENSES 


Amounts available for obiigation 


1952 actual | 


Appropriation or estimate $33, 009, 000 
Unobligated balance, estimated savings 1. 235. 609 


Obligations incurred... .. 31, 773, 391 36, 772, 000 


Obligations by activities 


Description 1952 actual 


. National administration, planning, training, and records | 


management -. ED | $1,808,063 | $1,847,150 
2. State administration, planning, training, and records | 
servicing ....-. ad 6, 558, 502 >, 565, 432 
3. Registration, classification, and induction. ....-. od 23, 180, 560 28, 051, 718 
. Special boards: | | 
(a) National Advisory Committee on the Selection of 
Doctors, Dentists, and Allied Specialists 59, 935 215, 200 
(5) National Selective Service Appeal Board _- 6, 33 92, 500 92, 500 


Obligations incurred _. 31, 773, 36 36, 772, 000 $4. 400, 000 
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Obligations by objects 


Object classification 1952 actual | 1953 estimate 1954 estimat 


lotal number of permanent positions 7,519 
Full-time equival ll other positions A578 


A verage number of all employees 7, 707 


i grades 


Average salaries anc 

Generai sehedul 
Average s 

Average grat 


‘rafts ind custodial grades 


we salary 


; ’ , 160 

rary positions : 725, 800 
of 52-week base § 650 
7, 807 000 


2, 380 20, 610 


806 825 
556 . 500, 000 
RRO 54,110 
049 626, 600 
432 396, 380 
013 302, 500 


OSO 204, 750 
787 400, O00 
S06 164, 600 


219 1, 500 


l 
383 217, 125 


391 36, 772, 000 


{nalysis of expenditures 


stimate | 1954 estimate 


$5, 248, 838 $6, 062 
772, 000 34. 400 
, 020, 838 40, 462 


, 062, 478 
35, 958, 360 


888, 060 28. R06, OO 
5, 070, 300 5, 856, O01 


Mr. Puiturps. We have with us this afternoon our old friend Gen. 
Lewis B. Hershey and others of his staff, Brig. Gen. Louis H. Renfrow, 
Col. Bernard T. Franck, and Col. William S. Iliff, Jr., all of the 
Selective Service System, to discuss their request for appropriations 
for the fiscal year 1954. 

In the current year the total amount appropriated was $36,772,000, 
and the amount requested for next year is $34,400,000. 

There is a slight decrease in the number of positions requested, a 
decrease of 70, and a corresponding decrease in the requests for other 
obligations. 

I see no particularly outstanding increase in any single item. There 
is a marked reduction in selectee travel, which I will ask about in a 
moment. 

Now, General, would you like to make a preliminary statement? 
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GENERAL STATEMENT 


General Hersuey. Mr. Chairman and members of the committee, 


> 


at the expense of being a little laborious I would like to read 2 or 3 
portions of the act that particularly focus our functions and set up 
many of the reasons why we have to have the numbers of employees 

Mr. Puiturrs. We will put in the record right here your reply to 
the request for the citation of your authority. 

General Hersuey. Yes, sir. 

(The matter referred to follows:) 


ACTIVITIES OF THE SELECTIVE SERVICE SYSTEM 


List of activities of the Selective Service System for which funds are requested 
r fiscal year 1954 All of these activities are required by law, such authority 
eing cited in each case 
ADMINISTRATION 


Section 10 (a) of the Universal Military Training and Service Act (62 Stat 
618; 50 U.S. C., App. 460 (a)), as amended: There is established in the executive 
ranch of the Government an agency to be known es the Selective Service System 
nd A Direetor of Selective Service who shall be the he ad thereof The Selective 
Service System shall include a national headquarters, a State headquarters in 

ch State, Territory, and possessions of the United States, and the District of 
Columbia, local boards, appeal boards and such other civilian agencies as may be 
ecessary to carry out the functions of the System with respect to re 
examination, classificatior selection, assignment delivery for in 

aintenance of records of persons registered, together with such 

iay be assigned. 

Section 10 (b): Authority is granted for the appointment of State 

e employment of civilians and to order to active duty and assignment to 
Selective Service System of certain Reserve and Armed Forces personne 

Section 10 (c): ‘‘The President is authorized to delegate any authority ve 

n him under this title, and to provide for the subdelegation of any such authority 

Section 10 (f): The Director is authorized to make final settlement of 
claims 

Section 10 (g): The Director of Selective Service shall submit to the Cong 
each year a written report covering the operation of the Selective Service 5: 

Section 12: Penalties are provided for the violation of the act 

Section 13 (b): All functions performed under this title shall be excluded from 
the Administrative Procedure Act. 


Legal responsibility of the Director of Selective Service generally 


Under the provisions of the Universal Military Training and Service Act, as 
amended, and Executive orders of the President issued pursuant thereto and 
regulations prescribed by the President thereunder, the Director of Selective 
Service has broad authority and responsibilities in carrying out the functions of 
the Selective Service System, including: 

1. The appointment of State directors of Selective Service, local and appeal 
board members, and other uncompensated or compensated officers and employees 
of the System. 

2. The suspension and removal of uncompensated officers and employees 

3. Authority to prescribe regulations governing the administration of the 
Selective Service System, the conduct of its officers and employees, the distribu- 
tion and performance of its business and the custody, use and preservation of its 
records, papers and property. 

4. The settling of claims for emergency medical care, hospitalization, trans- 
portation and burial of remains of registrants who suffer injury or death while 
acting under selective service orders. 

5. The responsibility of preparing for and supervising the registration of per- 
sons required to register under the Universal Military Training and Service Act, 
as amended. 

6. The responsibility for determining the quotas, credits, and debits for the 
Nation and for each State and for allocating induction calls among the several 
States. 
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7. The responsibility of directing and supervising the selection of the numbers 
of men for induction required to meet the requisitions of the Secretary of Defens 
and of making such numbers of men available for induction. 


Legal responsibility of the Director of Selective Service in individual cases 


Under like legal provisions, the Director of Selective Service has broad auth- 
ority and responsibilities with respect to the cases of individual registrants 
including: 

1. The authority to direct that any registrant shall be classified without regard 
to his eligibility for a particular classification. 

2. The power to direct the reconsideration by a local board of the classificatio: 
of any registrant. 

3. The authority to appeal to the appeal board from any determination of a 
local board or to the President from any determination of an appeal board. 

4. Authority to transfer appeals to the appeal board having jurisdiction of 
area in which the principal place of employment or the current place of residen: 
of any registrant is located. 

5. The power to transfer registrants to local boards as he may designate fo: 
Arned Forces physical exannination or for induction. 

6. The power to postpone the induction of any registrant for such time as 
may deem advisable. 

7. The power to authorize local boards to order conscientious objectors to 
perform civilian work in lieu of induction for 24 consecutive months and to releas 
such persons from performance of work prior to the time they have completed it 
whenever he deems such action to be advisable. 

8. The re sponsibility of seeing that conscientious objectors who are performin 
civilian work in lieu of induction outside of the United States do so in a satisfactory 
manner. 


PLANNING 


Section 10 (a) (4): Provides that the functions of the Office of Selective Servic: 
Records are transferred to the Selective Service System and section 2 of the act 
of March 31, 1947, establishing the Office of Selective Service Records (61 Stat. 31 
50 U.S. C., App. 322) provides: ‘The functions, duties, and responsibilities of t! 
Office of Selective Service Records shall be * * * to perform such other duties 
relating to the preservation of records, knowledge, and methods of Selective 
Service, not inconsistent with law.”’ 


TRAINING 


Section 10 (a) (4): Provides that the functions of the Office of Selective Servic 
Records are transferred to the Selective Service System and section 2 of the act 
of Ms re h Ph, 1947, establishing the Office of Selective Service Records (61 Stat. 31 
50 U. , App. 322) provides: ‘‘The functions, duties, and responsibilities of the 
Office ofS Sslective Service Records shall be * * * to perform such othe T duties 

relating to the preservation of records, knowledge, and methods of Selective Service 
not inconsistent with law.”’ 
RECORDS MANAGEMENT 


Section 10 (a) (4): ‘‘The functions of the Office of Selective Service Records 
* * * and of the Director of the Office of Selective Service Records are hereby 
transferred to the Selective Service System and the Director of Selective Service 
respectively. * * * Section 506 of the Federal Records Act of 1950 (64 Stat. 586; 
14 U. S. C. 396) 

The Office of Selective Service Records shall cease to exist upon the taking of 
effect of the provisions of this title: Provided, That, effective upon the termination 
of this title and notwithstanding such termination in other respects, (A) the said 
Office of Selective Service Records is hereby reestablished on the same basis and 
with the same functions as obtained prior to the effective date of this title, (B 
said reestablished Office shall be responsible for liquidating any other outstanding 
affairs of the Selective Service System, and (C) the personnel, property, records, 
and unexpended balances (available or to be made available) of appropriations 
allocations, and other funds of the Selective Service System shall be transferred 
to such reestablished Office of Selective Service Records.”’ 

Section 2 of the act establishing the Office of Selective Service Records provides 
“The functions, duties, and responsibilities of the Office of Selective Service 
Records shall be * * * (b) to preserve and service the records of Selective 
Service; and (c) to perform such other duties relating to the preservation of records, 
knowledge, and methods of Selective Service, not inconsistent with law.” 
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CONSCIENTIOUS OBJECTOR WORK PROGRAM 


Section 6 (j): Any person who by reason of religious training and belief is 
mscientiously opposed to participation in war in any form “‘shall, in lieu of such 
nduction, be ordered by his local board, subject to such regulations as the Presi- 
nt may prescribe, to perform for a period equal to the period prescribed in 

tion 4 (b) such civilian work contributing to the maintenance of the national 
alth, safety or interest as the local board may deem appropriate.” 

Executive Order No. 10328 of February 20, 1950 

Executive Order No. 10420 of December 17, 1952 


APPRENTICE TRAINING PROGRAM 


Section 6 (h): The President is authorized to provide for the deferment 
persons whose employment in industry, or other occupations or employment 
found to be necessary to the maintenance of the national health, safety, or interest 

Executive Order No. 10366 of June 26. 1952 


REGISTRATION 


Section 3 of the act provides: ‘‘Except as otherwise provided in this title, i 

all be the duty of every male citizen of the United States, and every other male 

rson now or hereafter in the United States, who, on the day or days fixed for the 

st or any subsequent registration, is between the ages of 18 and 26, to present 
self for and submit to registration at such time or times and place or place 

ind in such manner, as shall be determined by proclamation of the President an¢ 
rules and regulations prescribed hereunder.” 

Section 4 ( The President is authorized to require 


1 | 


* male persons qualified in needed medical and 


pecialist categories. 
Section 4 (i): “In registering and inducting persons pursuant to paragrap! 
this subsection, the President shall, to the extent that he considers practicab 


d desirable, register and induct in the following order of priority 


-roclamations of the President Nos. 2798, 2906, 2915, 2937, 2938, 2942. 


O79 


I 


CLASSIFICATION 


Section 4 (a): ‘Each registrant shall be immediately liabl 
nd examination, and shall, as soon as practicable following hi 
o classified and examined, both physically a d mentally, in order to dete 
his availability for induction for training and service in the Armed Forces 

Section 4 (i): “In the selection of individuals from among the categories « 
ished by subsection l for induction, the President is authorized, under such? 
and regulations as he may prescribe, to provide for the deferment of any individual 
vhose deferment is found to be equirable and in the national interest, * i 

Section 4 (i): “It is the sense of the Congress that the President shall provide 
for the annual deferment from training and service under this title of numbers of 
optometry students and premedical, preosteopathic, preveterinary, preoptometry 
and predential students ie. sis 

Section 6 (b): Certain veterans shall not be liable for induction for training and 
service. 

Section 6 (c): Certain members of reserve components exempt from training 
and service, 

Section 6 (d): Certain persons in officers training shall be deferred 

Section 6 (e): Certain aviation cadet applicants shall be deferred 

Section 6 (f): Certain Government officials shall be deferred 

Section 6 (g): Ministers and theological students shall be exempt from training 
and service. 

Section 6 (h): The President is authorized to provide for deferments for occu 
pation, study, dependency, and for physical, mental, or moral reasons 

Section 6 (i): Provides for the deferment of certain high school and college 
students. 

Section 6 (0): ‘‘Where one or more sons or daughters of a family were killed 
in action or died in line of duty while serving in the Armed Forces of the United 
States, or subsequently died as a result of injuries received or disease incurred 
during such service, the sole surviving son of such family shall not be inducted 
for service under the terms of this title.” 
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SELECTION 


Section 4 (a): ‘‘Every male citizen of the United States and every male al 
admitted for permanent residence, who is between the ages of 18 years and 
months and 26 years, at the time fixed for his registration, or who attains the ag 
18 years and 6 months after having been required to register pursuant to sectio 
of this title, or who is otherwise liable as provided in section 6 (h) of this t 
shall be liable for training and service in the Armed Forces of the United Stat: 

Section 4 (a): Any male alien in the liable age group ‘‘ Who has remained in t} 
United States in a status other than that of a permanent resident for a per 
exceeding 1 year (other than an alien exempted from registration under this t 
and regulations prescribed thereunder) shall be liable for training and servic« 
the Armed Forces of the United States.’’ 

Section 4 (i): ‘‘The President is authorized * * * on the basis of requisiti 
submitted by the Department of Defense and approved by him, to make speci 
calls for male persons qualified in needed” medical and denta! and allied specialist 
categories 

Section 4 (i): ‘“‘In registering and inducting persons pursuant to paragra) 
(1) of this subsection, the President shall, to the extent that he considers pra 
ticable and desirable, register and induct in the following order or priority * * 

Section 5 (a): ‘‘The selection of persons for training and service under sect 
4 shall be made in an impartial manner, under such rules and regulations as t 
President may prescribe * * *,”’ 

Section 5 (b): ‘‘Quotas of men to be inducted for training and service under thi 
title shall be determined for each State * * *.”’ 

Executive Order No. 10001 of September 17, 1948. 


ti 


PRESENTATION FOR PHYSICAL EXAMINATION 


Section 4 (a): ‘Each registrant shall be immediately liable for classificatio: 
and examination, and shall, as soon as practicable following his registration, b 
so classified and examined, both physically and mentally, in order to determine 
his availability for induction for training and service in the Armed Forces.”’ 

Section 4 (a): ‘‘No person shall be inducted into the Armed Forces for training 
and service * * * under this title until his acceptability in all respects, including 
his physical and mental fitness, has been satisfactorily determined under stand 
ards prescribed by the Secretary of Defense * * *.” 


FORWARDING FOR INDUCTION 


Section 4 (a): ‘‘The President is authorized, from time to time, whether or not 
a state of war exists, to select and induct into the Armed Forces of the United 
States for training and service in the manner provided in this title (including but 
not limited to selection and induction by age group or age groups) such number 
of persons as may be required to provide and maintain the strength of the Armed 
Forces.”’ 

Executive Order No. 10001 of September 17, 1948. 


NATIONAL SELECTIVE SERVICE APPEAL BOARD 


Section 10 (b) (3): “The President, upon appeal or upon his own motion, shall 
have power to determine all claims or questions with respect to inclusion for, or 
exemption or deferment from trai’ ing and service under this title, and the deter- 
mination of the President shall be final.’’ 

Executive Order No. 9988 of August 20, 1948. 

Executive Order No. 10116 of March 9, 1950, as amended. 


SPECIAL ADVISORY COMMITTEES 


Section 1 (e): ‘The Congress further declares that adequate provision for 
national security requires maximum effort in the fields of scientific research and 
development, and the fullest possible utilization of the Nation’s technological, 
scientific, and other critical manpower resources.” 

Section 4 (j): “The President shall establish a National Advisory Committee 
which shall advise the Selective Service System and shall coordinate the work of 
such State and local volunteer advisory committees as may be established to 
cooperate with the National Advisory Committee, with respect to the selectio! 
of needed medical and dental and allied specialist categories * * *,”’ 

Section 15 of the act of August 2, 1946 (5 U.S. C. 55a). 

Executive Order No. 10166 of October 4, 1950. 

Executive Order No. 10185 of December 1, 1950. 
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General Hersuery. The thing I wanted to speak to was not for 
the purpose of, necessarily, justifying our needs here, but to rehearse 
to the committee again some of the things that make for difficulty 
in administration, and I wanted to bring out 2 or 3 parts of the act 
that are not in conflict, but which do give to many groups a feeling 
that the act provides for something that it does not provide. Also 
it has something to do with the number of local board members, it 
has to do with the number of clerks, and it has a good deal to do with 
the number of people in State and National headquarters who are 
engaged in dealing with people under this act. 


UNIVERSAL MILITARY TRAINING AND SERVICE ACT 


The first thing I want to bring out is the fact that this act is cited 
as the ‘Universal Military Training and Service Act.”’ 

A great many people in our Nation have not yet accepted this 
word “Universal.’”’ They are thinking in terms not of deferment, 
but in terms of exemption, although they use the word “deferment.”’ 

The act says: 

The Congress hereby declares that an adequate armed strength must be 
achieved and maintained to insure the security of this Nation. 
which leaves us always in the place where we have to answer the calls 
that may be made upon us. 

The Congress further declares that in a free society the obligations and privi 
leges of serving in the Armed Forces and the Reserve components thereof should 
be shared generally, in accordance with a system of selection which is fair and 
just, and which is consistent with the maintenance of an effective national 
economy. 

Now, here we immediately get into conflict. Now, in the first 
place, a fair and just system of selection takes in everybody. Then 
the question arises, what do you mean by saying, “‘consistent with 
the maintenance of an effective national economy”’’, and that is where 
we get into conflict with the groups who feel the maintenance of a 
national economy even attempts to take precedence over what we 
consider fair and just. It is one of the reasons why it is not as simple 
to settle many of these cases as we would like to. 

I will read another paragraph: 

The Congress further declares that adequate provision for national security 
requires maximum effort in the fields of scientific research and development 
and the fullest possible utilization of the Nation’s technological, scientific, and 
other critical manpower resources. 

Now, does that mean to an administrator that man is excused from 
the service, and that he must be utilized in some of these fields? 
Obviously not, and yet that is among the things we are using personnel 
for today. 

Now, this is of very great importance to us: 

No person shall be inducted into the Armed Forces for training and service 
or shall be inducted for training in the National Security Training Corps under 
this title until his acceptability in all respects, including his physical and mental 
fitness, has been satisfactorily determined under standards prescribed by the 
Secretary of Defense. 

That means immediately we are bound on the one hand by the 
number of people Congress says we may have, and on the other hand 
by the ones that the Secretary of Defense refuses to take. 
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We always have this problem, can we ever find enough people he 
will accept within the liabilities prescribed by Congress, because we 
have neither control over the group from which we choose, or the 
number of acceptances he will make, which is one of the problems we 
have to meet, and accounts for this travel or inductee money, which 
is very closely tied up with this acceptability which lies outside of us 
or our control. 

Mr. Puiuiprs. Are you making any suggestions for an improve- 
ment in the situation or are you just citing the situation that exists? 

General Hersuey. I would like to go off the record a second. 

Discussion off the record.) 

Mr. Puiuurps. Back on the record. 

General Hersey. The act further provides: 

It is the sense of the Congress that the President shall provide for the annual 
deferment from training and service under this title of numbers of optometry 
students and premedical, preosteopathic, preveterinary, preoptometry and pre- 
dental students at least equal to the numbers of male optometry, premedical, pre- 
osteopathic, preveterinary, preoptometry and predental students in attendance 


at colleges and universities in the United States at the present levels, as deter- 


ined by the Director. 


Now, no one knows how many of these prestudents there are, and 
yet the Director has to make a determination on what is an adequate 
number. That question costs a great deal of time and a great deal of 
money 

Mr. Puttures. Could you not get those figures with the expenditure 
of a very small amount of money? 

General Hersury. No, because there is no such thing as a pre- 
medical student. He says he is a premedical student. Are we going 
to believe everybody who says he is a premedical student? 

Mr. Puruures. No, but it is a pretty well established course. He 
knows what he is headed for, although he may change his mind later. 

General Hersuey. But am I going to defer him when he says he is a 
premedical student? 

Mr. Puiuures. No, I am talking about your maintenance of ¢ 
number of people which you say you do not want to spend that 
money on. 

General Hersury. No, but I have to spend money on them. 

Mr. Puruiips. Can you not get it from the American Medical 
Association and the American Association of Optometrists? 

General Hersury. You can get the number of people who say, 
“T am a premedical student,” but later you have to make a determina- 
tion as to whether these people come within that category.and are 
accepted by a medical or dental school. 

Mr. Puiuurps. It seems to me that you are not only authorized, 
but obligated to maintain a number of these students in the schools 
that teach those courses so that the supply will always be the same. 
You want to go away back of the estimates. 

General Hersury. That applies to those enrolled in medical 
dental schools only, but this is what the Congress told me I was 
responsible for, to maintain at the present level the premedical stu- 
dents, the preoptometry students, the preosteopathic students, the 
preveterinary and predental students, and so help me, there never 
was such a thing a a preoptometry student until this appeared i in the 
law. So, it is not as simple as it sounds, and we spend a lot of time 
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trying to make those determinations. Whether it is worth it or not, 
I am not the one to say. I am merely saying what we are required 
to do under the law. 

Mr. Puiuuirs. What committee did that come out of? 

Mr. Tuomas. The Committee on Armed Services 

General Hersuny. Yes, the Committee on Armed Services. Ob- 
viously, they had their problems. When people are coming up here 
and demanding recognition one of the ways to give them some recog- 
nition is to put them in here, and let the Administrator find out the 
answers. It is just one of the problems in the statute, and another 
one 1S: 

Officers’ training: Deferment of students authorized (1) Within such numbers 
is may be prescribed by the Secretary of Defense, any person who (a) has been or 
may hereafter be selected for enrollment. or continuance in the senior division 
Reserve Officers’ Training Corps, or the Air Reserve Officers’ Training Corps, o1 
the Naval Reserve Officers’ Training Corps, or the naval and Marine Corps 
officer candidate training program established by the act of August 13, 1946 
60 Stat. 1057), as amended, or the Reserve officers’ candidate program of the 
Navy, or the platoon leaders’ class of the Marine Corps, or the officer procurement 
programs of the Coast Guard and the Coast Guard Reserve, or appointed an 
ensign, United States Naval Reserve, while undergoing professional training; 
b) agrees, in writing, to accept a commission, if tendered, and to serve, subject to 
order of the Secretary of the military department having jurisdiction over him 
or the Secretary of the Treasury with respect to the United States Coast Guard 
not less than 2 years on active duty after receipt of a commission; and (c) agrees to 
remain a member of a Regular or Reserve component until the eighth anniversary 
of the receipt of a commission in accordance with his obligation under subsection 
d) of section 4 of this title, shall be deferred from induction under this title until 
after completion or termination of the course of instruction and so long as h 
continues in a Regular or Reserve status upon being commissioned. 

In the first place, I think the committee is impressed by the num- 
ber of groups that are in there. I have got to make some arrangements 
to see that I am notified by the Armed Forces, by each of these several 
groups that this fellow is in fact in there, and that is where a lot of 
our administrative cost goes. 

Again, I call your attention to the fact that this is something I am 
told by Congress to do, to defer a man, and there is nothing that | 
can do except try to determine that he comes in those groups. 

There is also a paragraph in here in which Congress said that 

Notwithstanding all of the things that have been said that the local board 
did not have to defer anybody that was placed in the position of deferment solely 
on the basis of any test, examination, selection system, class standing, or any 
other means that is conducted, administered or sponsored by the Federal Gov- 
ernment, private institution, corporation, or association or anything else. 

Mr. Puiiures. Did Congress say that in the same act or in a sub- 
sequent act? 

General Hersuny. It was an amendment to the act that | am 
administering. 

I do not think that there is anything necessarily conflicting in these 
acts. I might say that it was meant to try to balance our manpower, 
to determine settling this until we could get something else done so 
that we could put somebody else in there and withdraw them out. 
I do say that it tells many people outside things that are not said in 
the act. It makes a medical association think they have rights which 
are only privileges that somebody has to administer. It makes the 
scientists think that they have rights, when they have only privileges, 
and it makes a lot of people think they have rights in this world that 





are only things that are privileges that we can give them and that we 
can take away from them if we must, but they cause an interminable 
amount of mail and now we have, as you know much better than I do, 
specialized registrants who are physicians, dentists, and veterinarians 
who are being brought under this act, and then they get to present 
their cases, and somebody has to hear those cases all of the way from 
the local board up to and including the National Director. 

Now, when we do that it calls for clerks and officers and the receipt 
and sending of telegrams and telephone calls. Unfortunately we are 
administering what is a difficult thing in a difficult time. 


MANPOWER SITUATION 


I would like to just very hurriedly sketch what our manpower situa- 
tion is because I think it will help the committee in looking at the 
whole picture. 

There are 13,800,000 men who have registered between 1948 and 
now. That means that the oldest registrants are getting to be 31 
years of age. They are still liable for service if they were deferred sub- 
sequent to June 1951. If they were deferred before June 1951 they are 
not liable for service after they became 26. 

There are 4,400,000 over age of the 13,800,000 mentioned above 
who are no longer liable for service, which leaves a liable group of 
9 400.000. 

Four hundred thousand of those are under 18% vears of age. They 
will be liable for service very soon, but are not today, so that leaves 
9 million who are liable for service. 

Of the ones who are liable we have put 3 million into the Armed 
Forces already. That leaves 6 million. Of that number 1,300,000 
are veterans who served in World War II. Under this act they are 
not liable. Now, that leaves 4,700,000. 1,500,000 of those have 
been examined and rejected already. That leaves 3,200,000. There 
are 1,900,000 deferred, and 500,000 of them are deferred by Congress. 

Mr. Puixurps. 500,000? 

General Hersuey. Yes, sir, 500,000; 500,000 out of 1,900,000. 
About 350,000 are deferred because they are either in the National 
Guard, the Active Reserve, or ROTC. They are divided, about 
250,000 in the ROTC, and about 100,000 in the National Guard or 
the Organized Reserve. 

The only reservists who are deferred are the ones who enlisted 
prior to February 1, 1951, or enlisted before he got to be 18% years of 
age in a State where the governor under the law had issued a procla- 
mation of necessity, and he then continues to be deferred. 

On the other hand the President of the United States at the present 
time can call in any of the reservists or National Guard men he wants 
to call in. He cannot call members of the ROTC because they are 
not in the forces, and the only way to get to them would be to throw 
them out of the ROTC and let us draft them, but so long as that 
250,000 to 300,000 stay in the ROTC we cannot touch them. 

Mr. Puriiipes. Without limit? 

General Hersuery. Yes, without limit. 

Mr. Pututuips. The presumption is that they stay for 2 or 3 or 
4 years. 
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General Hersney. Yes; but on the other hand when they get 
commissioned we cannot touch them, because that is right in the 
law; a fellow who graduates from ROTC cannot be called as long 
as he is an officer. 

Mr. Puiuurps. Explain to me how a man can remain an officer 
after he has no longer any connection with the ROTC. 

General Hersey. This simply says that a man who is com- 
missioned from the ROTC shall be deferred from induction so long 
as he continues in Regular or Reserve status upon being commissioned. 

Mr. Pxiuuies. Commissioned by whom? 

General HersHey. By the Army, the Navy, the Air Force, or the 
Marine Corps. 

We have quite a number at the present time, particularly in the 
eround forces of the Air, who have been graduated from college in 
ROTC, and for whom there is no place because they are ground 
officers and not flyers, and they remain in civil life to plague us by 
not being called, and yet we cannot touch them. 

Mr. Puriurps. I do not see any advantage to the Air Force in com- 
missioning those people if they do not want them. It does not seem 
to me to be the fault of the law, but it seems to me to be the fault of 
the Air Force. 

General Hersuey. I am not quarreling with the law. I am merely 
saying to you gentlemen that I am forced to keep track of every one 
of those fellows. First while he is in school I have to provide some 
means by which somebody certifies to me (a) that he is within the 
number set by the Secretary of Defense, (6) that he is actually in the 
ROTC, (c) that he has promised to serve 2 years, and (d) that he is 
doing satisfactory work. 

It takes a whole lot of paperwork and time to look out for 300,000 
of these people in and out of school with, I do not know how many 
hundred professors of military science and tacticians, each one of 
whom have a lot of other things to do besides notify the local board 
that somebody has left school. This becomes a morale problem. 
The moment he leaves school I have got to know where and when he 
has left school. 

Now, I have just said after we subtracted the veterans we had 
oe 000. After taking away the 4—F’s that left 3,200,000, and then 

| had discussed the 500,000 deferred by Congress in the ROTC, the 
Nt ational Guard and reservists, and 100,000, who are divided about 

5,000 and 25,000 in temporary deferments of men who are found in 
high school, not yet 20 years of age, and not graduates who were 
ordered for induction and who applied to have their induction post- 
poned, and it was postponed until the end of their present school year. 
There are 75,000 in that category in high school. 

| am not quarreling about the law, but, again, they have to be kept 
track of. We can get them next summer provided the Armed Forces 
does not cut down our call, so by the time we have men we do not 
have the calls for them, and when we have calls we do not have so 
many men available. 

There are about 25,000 in college on the same basis, and we can take 
them next summer, but we do have to keep track of them as people 
outstanding. 

Now, there are 60,000 who are either ministers or students of the- 
ology. I think we might as well write them off and not worry about 
them, but they are part of the 500,000 that I mentioned. 





Just a moment on the other deferred people. There are 1,400,000 
of them, and they are deferred by Executive order, by the President 
of the United States under the law that Congress gave him to issue 
regulations in the national health and safety interest. In the fourth 
class there are about 1,100,000 deferred as fathers. 

Actually when the law was passed in 1948 they gave to the President 
the right to defer men who had wives only, but they withdrew that 
power from the President in the summer of 1951, so, no longer does the 
President have to the power defer a man if he has a wife only. He 
must have children. 

Thus 1,100,000 out of the 1,400,006 belong in that catezory. 

There are approximately 100,000 deferred in 2 (c) which is the farm 
group. There are 35,000 approximately, that are deferred for othe: 
reasons, not counting students, that is, physicians, dentists, veter- 
inarians, toolmakers, apprentices, and what not, and finally, there 
are 185,000 students, not in the ROTC, but who were postpone 
because they were found to be doing satisfactory work to the end of 
the school vear, and either by examination or by class standing of 
student under the present rules, have justified their deferment. 

That leaves about 1,300,000. Around 100,000 of those are scattered 
through a great many groups, aliens, and this and that, but thé 
1,200,000, that group, are the ones we are operating on now to meet 
the calls which are made on us. It is enough for 6 or 8 months cer- 
tainly if the calls made oa us stay where they are at the present tim: 

Mr. Patiuies. 1,200,000? 

General Hirsury. Yes, sir, 1,200,000; 200,000 of this numbe1 
have been examined and accepted to date, and about 90 percent of 
those will get into the service. 

The remainder of 1,000,000 can be divided in half to get the actual 
net numbers available. 

Strange as it may seem, according to a list I have here from 4 to 
10 percent were rejected on reexamination at the time of induction 
after having already lost anvwhere from 20 to 50 percent, depending 
on where it was, in the preinduction examination. 

Mr. Putuurpes. Can you break down this figure of your losses at 
the second examination, as to why they are turned down? 

(The information is inserted in the record as follows:) 


TarRLe I\ Vumber of induction eraminations given registrants at the Arn 


; ; > . ; ; . 
Forces nduction stations, by result type, and cause of rejection, continenta 
l 


nited State . January 19452 through Octoher 1952 


[Preliminary 


Physical Complete « 


of inducti ‘xamination Tots 
action examinatior a] inspection | aminatior 


lotal » 326, 009 210, 523 


Accepted 3 304, 173 203, 618 
Not accepted, total 21, 836 6, 905 


] 


1. Administrative disqualifications_- 2, 438 1, 496 

2. Failed mental test only 3, 872 

3. Failed mental test and disqualified medically ie Taha ne er. 

4. Medical disqualifications only | 14, 857 5, 409 
(a) Neuropsychiatric reasons . | 1,911 594 
(5) Physical reasons ; i | 12, 946 4,815 | 


Includes some not complete as to serology tests and X-rays, and some others not complete as to AFQ' 


Source: SG Form 373, Office of the Surgeon General, Department of the Army. 





General Hersney. I think probably one of the biggest groups in the 
ast 4 or 5 months has been the so-called administrative group. They 
called attention to the officer that he examined them before, that he 
passed them, although they did not quite meet some of the standards 
Then when they came up to somebody else they did not care to take 

fellow into service because his intelligence was markedly low or 
for some other reason. You see, an administrative acceptance or 
ejection necessarily is an aid to the induction officer to accept or 
reject a fellow that he has reason to believe knows more than he has 
cared to indicate. 

Mr. Yares. How would the systera of deferment that is proposed 
nder the UMT bill differ from the system you have now’ 

General Hersney. I do not think I could quite say how it is to be 
administered, but generally we have felt that the UMT bill as talked 

ibout would take practically everybody and keep them for a short 
period of time. 

Mr. Yares. Regardless of whether they were physically qualified 
or not, or under the same physical standards that you presently use? 

General Hersuey. I suppose that we would always have this pros- 
pect of rejections. That has been one of the really controversial 
things between the salesmen, ourselves, and the newspapers and the 

{rmed Forces. We believe that a 40-percent rejection is entirely 
out of line with any sort of sensible thing we would have in an all-out 
war. We ought to be able to take all but about 20 percent of our 
people. If that is true, certainly in UMT you would not defer 
anybody that you would expect to take in an all-out war 

Mr. Yares. Is not that true of the present draft law? 

General Hrersuey. I do not quite understand? 

lr. Yares. Actually, there is no difference as far as deferment 
s concerned, between the present type of deferment you use and that 
contemplated in UMT. 

General Hersuey. In UMT they are going to make all of the 
services participate, and the nub of rejection now is the fact that 
only one of the services is taking from our pool, and the rest of the 
services are getting theirs by skimming off the cream that we stir 
ip by induction. That is just the blunt bald fact about it. There 
are a lot of people who do not agree with me 

Mr. Putiurps. Off the record. 

Discussion off the record.) 

Mr. Puiuurps. Of the people you examine you turn down probably 
) percent? 

General Hersuey. That is right, all men with one leg, men who 
cannot walk, and in cases where there is no question about cancer or 
tuberculosis, which sometimes requires an examination. 

Mr. Puituirs. Then they go to an induction center and of the 
90 percent left one-third are turned down? 

General Hersuey. Yes. 

Mr. Puiuures. Then there is a second examination which is given 
ifter they are sent from the induction center to a subsequent point? 

General Hersuey. Yes, or sometimes to the same place. 

Mr. Putiuips. Sometimes to the same place? 

General Hersuey. Yes. 

Mr. Parties. And then maybe another 5 or 10 percent of them are 
turned _— 
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General Hersuery. Yes. 

Mr. Puiuurps. Proceed. 

General Hersurey. We are in the actual position now of having 
enough people to meet our pesent calls for 6 or 8 months. We ar 
the position where we know by past exprience of the last 2 years that 
if we proceed as we are proceeding now that we shall be out of me: 
sometime in the future. Whether that is 8 months or 18 months wil] 
depend on a lot of curcumstances, but it is inevitable because we had 
3,500,000 people in 1950 that were available to go into the servic; 
sometime. We are down now to 1,200,000, and we have not on] 
used up 2,400,000 in between, but we have used up those who cai 
into the pool during the past 2 years. 

Mr. Puitires. What makes you think that you will not have o1 

1 fresh supply coming on and, two, some liberalization of the laws 
aa whic h these men are now turned down? 

General Hersuey. We know about what the predictable intake is 
That runs around 90,000 a month if all of them register but, un 
fortunately, somehow around 15,000 per month are enlisted in the 
National Guard, the Marine Corps, the Air Force, the Army, o 
something so that they never register. Therefore, instead of havin 
aoe coming in each year we come nearer to having 900,00( 
to 1 million due to the fact that they are already in the service. Wit! 
the present rejection rate exemptions and deferments will reduce th: 
net availables to below 500,000 per vear. 

Therefore, we can predict that very closely, and in our plans on 
what we are going to need to fill calls, we necessarily must take into 
consideration these factors and these people. 

Now, answering your second question that is where we get into 
trouble because I realize that we have to tighten up on our deferments 
However, when you start talking about tightening up you begin to 
take away from somebody something that they already have. Ii 
you call on the fathers that, of course, is not popular with the fathers 
Tf you begin ealling the students in the students do not like it, and even 
the college people do not like it, and the mothers do not like it. If 
you speak about calling in the farmers, that is another group that does 
not like it. When you talk about taking in doctors one group says, 
“Why not let the older ones go into the service,” and the older group 
says, ‘Why not let the younger ones go into the service who are 
getting out of medical school and are not yet established.”’ 

Those are things which take a great deal of time and money in 
meeting this question. 


SERVICE RECORD OF PHYSICIANS AND DENTISTS TRAINED BY THE 
GOVERNMENT 


Mr. Paiturps. Suppose I ask vou, right there, how many doctors 
and dentists are there in the United States today who received thei! 
education with Government help, and who have given no service to 
the Government in return for it? 

General Hersuey. We had 22,000 of those to begin with. 

Mr. Paruuies. You think about 90 percent of them have probab|; 
given no service. 

General Hersuey. About 22,000 received Government help, 

Mr. Tuomas. What was that figure again? 
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General HersHry. Twenty-two thousand. 

Mr. Puriurs. Twenty-two thousand of them got help from the 
Government? 

General Hersuey. We are talking about those who went through 
ASTP, or V-12, or took deferment in order to get their education. 

Mr. Tuomas. That is right. 

General Hersuey. In priority 1 there are those fellows that meet 
that criterion who have never served more than 3 months subsequent 
to the time of their becoming doctors or dentists. 

In priority 2 there are those fellows who served between 3 months 
and 21 months. The ones who served over 21 months were put into 
priority 3. Therefore, they were not put into priority | or 2 

I am sure that the committee remembers that the Draft Act for the 
physician and dentist was a rather peculiar act. It was set up with 
the idea of setting up an incentive in the payment of $100 a month to 
those fellows who volunteered. It was set up with the idea that if 
they did not volunteer we would threaten to induct them so they would 
volunteer, because if they waited to be inducted they would find them- 
selves serving as enlisted men. 

Therefore, strange as it may seem, and paradoxical as it sounds, 
when we were literally successful we were confronted with another 
situation. In other words, when we inducted doctors as they told us 
to do, why, then, what they wanted us to do was to get the doctors to 
take commissions in the services. <As it happens they would take a 
commission. 

Now, in order to get a commission they have to take a physical and 
mental examination and those papers are then sent to the Surgeons 
General of the United States, because they go to all three of them. 

Many of them took commissions. The next thing was many of them 
after taking a commission got a delay on being ordered to active duty, 
so, therefore, we have quite another group of people that we have 
threatened into taking commissions or who had a commission before 
we threatened them into it, and they still have not gone into active 
duty because they have been able to wangle a delay in orders out of 
the Army authorities. 

Now, that should not be any of our business, but it is because 
when we go into a community where we are trying to draft a doctor 
he says, ‘Why is not this other fellow in the service?” and we say, 
“He is in the service,”’ and they say, “Heis not.” We say, “Yes, he 
is, because he has a commission,”’ and they say, ‘“‘He may have a 
commission but he is still around here.’”’ Then we have to write a 
lot of letters and answer a lot of telephone calls about that. 

Mr. Puiuurps. You deal, as the Selective Service System, only 
with noncommissioned personnel; you deal only with enlisted per 
sonnel? 

General Hersuey. Yes; we can only pick a man up to be inducted 
as an enlisted man. 

Mr. Puiuurrs. That is right. 

General Hersuey. Therefore, the commissioning must be a separate 
process which happens before he is inducted. I think we have in- 
ducted some 12 physicians altogether. 

Mr. THomas. May I ask a question? 

Mr. Puiiures. Mr. Thomas. 
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Mr. Tuomas. Right at that point, General, we never did straighten 
out that figure. We had in the A. S. T. P. and the V—12 program 
for doctors a total of 22,000, and as of today the figure on those who 
have never served is just about 2,000, is that correct? 

General Hersuey. I would think it is high, but I will be glad to 
furnish it for the committee. 

Mr. Puituipes. Yes; put it in the record. 

(The information follows:) 

Statistics on physicians and dentists, August 1950 
ASTP 
Physicians: 
Total enrolled 4 000 


Active service 


500 
Discharged at graduation for disability, ete ‘ ven , 000 
Trained but never served as medical officers nike ), 500 


Did not graduate s sn 2, 000 
Graduated , 500 


Not suitable for service - : , 900 
Eligible for active duty _ 8,000 


Dentists: - 
Total enrolled ‘ . , do4 


Active service 
Discharged at graduation for disability, ete 
Trained but never served as medical officers 


Not suitable service as medical officers 
Subject to induction as dentists 


NAVY V-—12 
Physicians: 
Total enrolled 


Active service of 2 years or more 
Less than 2 years of service 

In reserves 

Not in reserves- 


Did not graduate 
Subject to induction as doctors 


Dentists: 
Total enrolled 


Active service 
No service 


In reserves 
Not in reserves 


Did not graduate 
Subject to induction as dentists 
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General Hersury. Because we have bracketed them down for you 
to show the total number as to how many accepted commissions, and 
how many have gone on active duty. 

One of the big arguments we are having with the Navy is over an 
item of around 1,000 doctors who had commissions who were being 
carried by us as 1—D, which means that they are in reserve and not 
on active duty. Of course, they claim they are, because in several 
months they will be on active duty. 

Mr. Tuomas. But they have commissioned about 1,000 of them 
and have not called them to duty? 

General Hersury. Yes. Some of these fellows keep their com 
missions but never serve. 

Mr. Tuomas. What about the number of them who served from 21 
to 29 months who are being called back to duty? That is rather 
rough on them; is it not? 

General Hersuny. The ones who are called in after having over 21 
months service are men who left their Reserve commissions run and, 
therefore, we have nothing to do with them. The only ones we have 
called are those with only 3 months’ or less than 21 months’ service, 
or those with no service at all. 

Mr. Tuomas. In the case of the fellow who had 20 months and 15 
days, it is pretty rough on him. 

General Hersuey. Yes: it is pretty rough on him. 

Mr. THomas. Some of them had more than that because after they 
graduated from medical school the Navy called them, or the armed 
services called them, and gave them a year at sea or a year in a hos- 
pital without a commission, and then after they became commissioned 
officers they served another 8 months or so, and it runs about 3 years’ 
service. 

Mr. Puitures. How many are there in the service? 

General Hersuey. | do not know whether we can find them, be- 
cause I know of a doctor that we inducted who, I think, eventually 
took a commission, a doctor that Congressman Judd talked to us 
about. He was a major and served 3 or 4 years. Another technician 
had with the aid of ASTP became a doctor and served 20 months and 
some days. 

Mr. Tuomas. And there was nothing you could do about it. Ihave 
seen a good many of those hardship cases too. 

General Hersuey. It is hard for us to tell how many there are, be- 
cause they all have a commission. 

Mr. Jonas. I would like to clear one thing up, General, if I may. 
In respect to these doctors who have accepted commissions and then 
wangled delays, can you break them down by service, such as the 
Navy, the Army, and so forth? I understood there are about 1,000 
in the Navy. Put it in the record if you can. 

(The information follows: ) 
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On December 18, 1952, the following was furnished by the Department 
Defense on Medical Reserve officers who are physicians: 


| 
Priority I | Priority | Total 


1) Army: 
Currently under orders 
Not under orders 
Deferred 
Essentiality 
* Hardship 
Physically disqualified 
Recently commissioned _-_- : amie 
Recently reclassified from other priorities 
(2) Navy: 
Currently under orders or ordered to duty 
In process of being ordered to duty 
Deferred 
Essentiality 
Hardship . ; ‘ 
Not physically qualified ae H 25 | 50 
Being processed for orders a 117 


Priorities 
Tand II 


(3) Air Force 
Deferred ° bass o~ . ‘ a enue . 
(Essentiality, employed in other Government agencies or induction orders 
changed by Selective Service.) 
Volunteers recently commissioned and under orders 


| 30 of these now under orders 


The Army reported a total of 47 preinduction physical examination reports 
remaining in Army headquarters for a period of over 2 weeks. Of these, 46 were 
pending further physical examination, and 1 case was under investigation for 
professional fitness. 

On January 19, 1953, the following were secured on priorities I and IT dentists. 


Priority I Priority II 


Army, as of Jan. 8, 1953 
Total commissioned not on active duty 
Of these ordered to active duty in the near future 


This leaves a total of 71 commissioned and not on active duty in these two 
priorities. Because of the decentralization of the Army’s activities, they could 
not tell me why these 71 were not on orders. But some have recently been com- 
missioned, and others may be delivered for one reason or another. 


Priority I Priority I 


Air Force, as of Jan. 16, 1953 
Total commissioned ne ton Tf tive luty 74 29 
Of these ordered to active duty in the near future 66 24 


Of the 8 priority I not on orders to active duty, 7 were commissioned since 
December 30, 1952, and 1 delayed because of physical reasons. Of the 5 priority 
II not on orders, 4 were appointed since December 30, 1952. One delayed active- 
duty orders because of hardship—insanity in family. 


Priority I | Priority U1 


Navy, as of Jan. 16, 1953 
Total commissioned not on active duty None 
Held without orders on the advice of advisory committees 
Physically disqualified, awaiting physical waivers 
Under orders but delayed because of activities in colleges, ete 


The other 7 men not accounted for. 
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General Hersury. Those are carried in the 1-D group. I think we 
can tell you what our records show. We have some people we carry 
at 1-D because they have not told us that they have ordered them to 
duty. We do not know whether they have called them or not, unless 
they tell us. 

We will give you our figures, because I think the Armed Forces will 
ome up and say we have mobilized these people since, or they are 
mder orders, or something else, but we have been convinced by our 
local board reports that there are too many people who are already 

ommissioned that are sitting around, and we are engaged in taking 
older people and less liable people to go in their place. 

Mr. Jonas. Were these men already commissioned and lined up 
but continued to ask you for more and more delays? 

General Hersuey. A lot of those are in priorities 1 and 2 

Mr. Jonas. But you are taking men in priority 3, are you ‘not? 

General Hersuey. I am calling priority 3 up to 36 years of age 
physicians and dentists. 

Mr. Jonas. And yet they have these priority 1’s available? 

General Hersuey. Yes. 

Mr. Putiures. When you say you are taking older people, you do 
ot mean that you are taking older people as doctors? 

General Hersney. Exactly; we are taking men up to 36 years of age. 

Mr. Puitures. You just said you only take people for enlisted 
service, 

General Hersurey. No; we threaten them with enlisted service so 
that they will take a commission. 

Mr. Toomas. They have a special Doctor Act. 

Mr. Prizurps. Yes. 

General Hersney. We are now saying to a fellow who, for some 
reason or other did not serve during World War II, we are saying to 
him, “Get a commission or we will induct you.’ 

Mr. Puitires. Mr. Thomas says that you have a special act for 
them. 

General Hirsury. Yes 

Mr. Puriures. Just state what it is. 

General Hersuey. [t is Public Law 779 of the 81st Congress. 

Mr. Puiturps. Of the 8ist Congress? 

General Hersury. Yes. That is quite important because that is 
ip for consideration as it terminates this summer, and Congress is 
roing to have to decide at that time what they are going to do about 
doctors. 

Mr. Puituips. All right. If we have finished that let me put this 
n here so that it will be in the same context. 

Mr. Jonas. Before leaving the subject may I ask a question, Mr. 
Chairman? 

Mr. Puiuures. Yes 

Mr. Jonas. When a doctor passes his 36th birthday, can you 
bother him? 

General Hersuey. That is merely an administrative determination. 
In other words that is the figure at which we make calls on them by 
setting up the age as 36; the intent of Congress was to take those who 
had not had service in the reverse order of their ages. 

Mr. Tuomas. Forty-five is the actual age limit, is it not? 





262 


General Hersuey. Fifty-one, but we do set them administratiy: 
at 36 to try to get some order. 

Mr. Puariurps. Does that administrative decision apply always to 
other groups? 

General Hersuey. To physicians and dentists at 36; yes, sir. 


CONSCIENTIOUS OBJECTORS 


Mr. Puriuips. In order to keep this in the same order of discussion 
what did you do about conscientious objectors? Last year we had 
quite a discussion on that in connection with the second supplemental 
for 1952. We did not give you all the money you wanted. 

General Hersuey. No,sir. That may have been one of the factors 
but do not let me for a moment leave the impression that it is the on! 
one. We have had some difficulties with conscientious objectors 
because we have said that they shall be ordered to do work. There is 
nothing that says anybody shall be ordered to hire them, and that 
raises some difficulties. 

Let me ats you a very close breakdown of what I think the situatio1 
is today. ‘have 1,800 conscientious objectors that are at work 

The Fe sa did not want to get involved in being charged with 
having ordered a man to work for another man that the third mai 
might make a profit on. Therefore we restricted their imployment to 
national, State, county, city, and nonprofit institutions and things of 
that sort; 1,800 of them are now at work; 2,300 have been examined 
and have been found acceptable, and are w aiting for work. 

[ am sure that I am not bringing in any new news here when [| s: 
that in a good many sections of the country there is no need for th, 
very ordinary type of employment offered them, that is, the type of 
men who work as attendants in hospitals for the insane, for example, 
because we have not seen fit to allow them to accept jobs that draw 
rather large salaries. 

There is a very severe morale problem involved there. Therefore 
they had to do many of the lower class jobs. 

We are having a great deal of difficulty in some areas in finding any 
of those that are vacant. We have 2,300 right now, as I say, that we 
would like to place. 

Mr. Jonas. Do you have any of them working in VA hospitals? 

General Hersney. No, because at the present time I believe th« 
VA requires some sort of civil service status for their employees, 
and, obviously, these people cannot have civil-service status. 

Mr. Jonas. It might not be very populs ir either with the veterans 

General Hersuey. We were afraid of it during the war, but up in 
New Jersey we started it, and it worked out without much difficulty 
One of the difficulties in a lot of States is this, for instance, in California 
you can work those employees there temporarily, but if vou do work 
them more than six months then you have to have status, and thes: 
people could not have status. 

Mr. Jonas. We should make a note of that, Mr. Chairman. 

Mr. Puixurps. I think that is an extremely good point. If the 
Veterans’ Administration comes before this committee and complains 
of their inability to staff its hospitals, particularly with employees to 
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lo the type of work these men might do, we might say that you have 
hese men that vou are required by law to place and that you cannot 
find a place for them. It seems to me we had better make it possible 
or vou to get toge ther. 

General ‘Horsney, We would like to place somewhere between 
:.000 and 3,500 of them. 

We seniiet had to make what arrangements we could with what help 
we had available that were supposed to be doing something else, as 
we wished, at least, to try to avoid the charge by this committee that 
we were evading our responsibility, that we were not getting these 
people placed. 

The thing I am up against in this situation is that I have the power 
to order the local boards to order them somewhere, but I have no power 
to order somebody to take them. 

If there was a shortage of labor like we had during the war, when 
they were crying for men, these men would all be gone but, unfortu- 
nately, | am not quite in a position where they need people that badly, 
and people are not taking these as their first choice. 

I am going to keep on struggling. I have asked for a little money 
this time. I am not yet ready to come to Congress saying that | 
think we ought to do something else. 

We tried first to put these people in some sort of work, and I was 
charged with being a Hitler. We then tried not allowing them to 
do anything, and I was charged with being soft. 

Now we are trying to make them do something unilaterally. We 
have 1,800 at work, which is something, but not as much as I would 
like to have. I would personally suggest that you give us a little 
more time and let us see if we ¢ annot do something about these people 
and that you give us a little money, of course. 

Mr. Tuomas. That always helps. 

Mr. Puiuuires. We could not give you much less money than we 
gave you last vear. 

General Hersury. Well, as the fellow says, ‘When you are looking 
7 there is no other way to go.”’ 

Mr. Putuuips. Proceed, General 

General Hrersuey. | believe the defense rests. 


NUMBER OF EXAMINATIONS CONDUCTED 


Mr. THomas. Mr. Chairman, we have always had in the record a 
little table on physical examinations and inductions. It might be 
well to put it in there again showing the overall percentage of rejec- 
tions for medical defects, which runs about 50 percent, broken down 
into 4 or 5 major categories. 

Mr. Puiuuips. Yes, we will put that in following the general state 
ment, 

(The matter referred to is as follows:) 
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Number of induction examinations given registrants at the Armed Forces induct: 
stations, by result, type and cause of rejection with percentages—continental United 
States, January 1952 through October 1952. 


| | 
| Phvet ’ 
rysi- | Com- 
Per- Per- 
; cal in- | 


Result of induction examination Total | cent- cent- | Plete | 
age spec- eXxami- | 


| tion | 98° |nation!| 


P¢ 
cent 


Total... Sieh 326, 009 100.0 |210, 523 115, 486 


Accepted ‘ 304, 173 93.3 (203, 618 6 100, 555 
Not accepted, total 21, 836 6.7 6, 905 3.3 | 14, 931 
1. Administrative disqualifications 2, 438 | 7 1, 496 ‘ 942 
2. Failed r ita on 3, 872 1.2 -| 3,872 
3. Failed tal te ind disqualified medically 669 2 669 
4. Medical disqualifications only _ 857 4.6 5, 409 . 9, 448 
(a) Neuropsychiatric reasons 911 6 594 ¢ 1,317 

(b) Physical reasons. _- : 2, 946 4.0) 4,815 .3 | 8,131 | 


1 Includes some not complete as to serology tests and X-rays, and some other not complete as to AFQ 


Number of preinduction examinations given registrants at the Armed Forces exam 
' 


ing stations by result of examination, cause of rejection, with percentages, July 195 
through October 195 2 


United States continent 
Result of examination 
Number Percenta 


lotal examined eacbenewbatukte Fade Sees 5 2, 768, 837 


Found acceptable - tice 1, 804, 864 
Found not acceptable, total ‘ ban 963, 973 
1. Administrative disqualification ia s 25, 583 

2. Failed mental test only bitonanl datdiindd 439, 248 
Failed mental test and disqualified medically - s 61, 916 

4. Medical disqualifications only : ‘ : 437, 226 

a) Neuropsychiatric reasons 3 4 eae 62, 800 

h) Physical reaso “ ; 374, 426 


JUSTIFICATION OF ESTIMATES 


Mr. Puitures. All right, unless there are some questions from the 
members of the committee on the general subject of the work of the 
Selective Service System we will turn to page 9. I think we will put 
in the record pages 1 to 6, unless the General thinks otherwise. 

(The matter referred to is as follows:) 


SELECTIVE SERVICE System, FiscaL YEAR 1954 
GENERAL STATEMENT 


There is presented herewith justification for the request of $34,400,000 wit 
which to operate the Selective Service System and the National Selective Servic« 
Appeal Board during the fiscal year 1954. 

The Selective Service System is organized to carry out the primary functions of 
registration, classification, selection, and presentation for induction in the Armed 
Forces of the men necessary for maintenance of those forces at the determined 
strength. The collateral functions of administration, planning, training, and 
records management are also performed by this agency. 

The size of the group or pool of potentiallly liable men is a vital factor affecting 
the cost of the operations of selective service. Since the revival of calls in August 
1950, this pool was reduced with each passing month until June 1951 when the 
changes in the law made available for service, men 18% to 19 years of age not 
previously liable; and married men with wives only who were formerly deferred 
were made available unless they could establish a claim of extreme hardship 
During the fiscal year 1952 there were enough men added to the pool by means of 
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these changes to make the total available for service at the end of fiscal 1952 
approximately the same as that at the beginning 

It is estimated that on the basis of our present Jaw and regulations, the pool of 
men available for service will have shrunk to a} proximately 400,000 by June 30, 
1953. The Bureau of Labor Statisties provided figures upon which this request 

based. These figures assume additions to the available pool which will not 
further deplete the pool below the 400,000 provided the calls are levied on a 
iniform monthly pattern in the fiscal year 1954 for the men estimated to be 
required to maintain the Armed Forces at the established levels of total strength. 

The fiseal requirements for carrying out the primary functions of registration, 

assification, selection, and presentation for induction are governed by the num- 
ber of men to be registered, the number of classification actions, including appeals, 
necessary to provide for the selection, processing, and forwarding for induction 
of men to meet the requirements of the Armed Forces, and those steps which are 
iecessary for the special actions required in the handling of conscientious objectors 

7 estimated number of new registrations to be made during fiscal year 1954 
s 1,258,000. The estimated number of men liable for induction which will be 
re quired by the Armed Forces in fiscal year 1954 is 600,000. Of these it is esti- 
mated that 150,000 will be enlisted, thereby saving the Selective Service System 
the cost of presentation for induction of those men so enlisted. Experience has 
shown that the other costs are normally acquired prior to the enlistment. To 
provide 600,000 men for the Armed Forces by induction and enlistment from those 
liable under the law, it is estimated that it will require 5,830,000 classification 
actions. It will require 1,100,000 to be forwarded for the Armed Forces physical 
examination and there will be prepared for induction 650,000 men, of which 
485,000 will be forwarded for induction. 

Due to the limited appropriation of 1953, the conscientious objector program 
will still be running at a relatively high expense in 1954. The cost of the appren- 
tice program first felt in 1953 will be a continuing one in 1954. If sections 4 (i) 
and 4 (j) of the act are permitted to expire, there will be no need of funds for the 
special registration (doctor draft) and none are included. 

The collateral function of administration, while directly related to the function 
of registration, classification, selection, and presentation for induction, does not 
increase its fiscal requirements in the same papreiien as the increase in the work- 
load of the system. The increase here is largely due to the conscientious objector 
program re quired by the law and for which Saiba ient funds were not provided by 
Congress in the 1953 appropriation, and the apprentice program, the regulations 
for which were issued after the start ot the current fiscal year but which will 
require of each State director the determination whether the apprenticeship 
programs within his State meet the standards and requirements of Selective 
Service Regulations, and further to insure the maintenance of such standards 

Provision is included for the continuation of the planning program, which 
includes such activities as plans for decentralization and expansion in an emer- 
geney; plans for continuity of operations in the event of an extreme emergency; 
plans for the central procurement of manpower under various conditions; plans 
for adapting the system to a national-service program if it be needed; plans for 
universal military training and service, etc. While this function requires little in 
the way of funds, the results of such activity might prove invaluable in case of 
emergency and in any case eliminate the evils of delay and error and their result- 
ing waste of funds in programs undertaken. 

Provision has also been made for the continuation of the training program. 
This program has had some revisions, thereby making it more suited to present 
and future conditions. Those being trained receive instruction in practical 
matters, better equipping them to take up their duties should they be needed 
Like the planning program, the training program requires little in the way of 
funds but insures the system of trained, efficient personnel if and when they are 
needed. 

Executive Order No. 9988 created the National Selective Service Appeal Board. 
Under this order the Selective Service System is required to furnish funds for its 
operation and provision is included herein. 

Executive Orders Nos. 10166 and 10185 created the National Advisory Com- 
mittee on the Selection of Doctors, Dentists, and Allied Specialists pursuant to 
section 4 (j) of the Universal Military Training and Service Act of 1951, as 
amended. Unless reenacted, sections 4 (i) and 4 (j) of the act will expire July 1, 
1953. The budget, therefore, does not include any requests for funds to operate 
the committee which was required by Executive Order No. 10166. If this legis- 
lation is reenacted it is estimated that an additional $400,000 will be required for 
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the operation of this committee, and an additional $200,000 for selective-ser 
operation covering section 4 (i) of the act in view of the greatly increased load at 
all levels of operation, but particularly at State headquarters and local boards as 
we move into priority III of the special registration. 


PROGRAM AND PERFORMANCE 


The Selective Service System exists for the primary purpose of effective mar 
power utilization by means of classification of those required to register under 
the basic statute. 

10. National administration, planning, training, and records management 
The overall administration of the act is the responsibility of national head- 
quarters where policy is determined. This is accomplished by the central office 
of national headquarters and 13 regional field offices. 

20. State administration, planning, training, and records servicing.—Adminis 
tration of the act within the several States is the responsibility of the 56 State 
headquarters, operating under the policies determined by national headquarters 

30. Registration, classification, and induction.—The work in carrying out the 
functions as they apply to over 13,500,000 registrants is accomplished by the 
over 40,000 uncompensated citizens assisted by less than 7,000 clerks at over 
1,000 boards. It is the responsibility of these citizens to determine who shall 
be deferred and for how long in the national interest in agriculture, industry, 
or other pursuits. 

410-A. National Advisory Board.—Uniless there is an extension by Congress of 
sections 4 (i) and 4 (j) of the Universal Military Training and Service Act of 1951, 
as amended, they will expire June 30, 1953. Therefore, no funds are requested 
for this board set up by Executive Order No. 10166. 

10—-B. The National Selective Service Appeal Board.—Acts on the classifica 
tion of cases appealed to the President. It is under separate administration, 
although their funds are included in our appropriation 

Mr. Patutpes. Then I think we should run down rather quickly 
the requests for 1954. 

Now, your total budget for 1952 was $31,773,391; for 1953, the 
current year, it is $36,772,000; and the request for next year is 
$34,400,000. 

Put in the record all of page 9, please, Mr. Reporter. 

(The matter referred to is as follows:) 


Summary of projects 





1952 1953 } 1954 
10 National administration, planning, training, and records 
management $1, 808, 063 200 
20 State administration, planning, training, and records serv 
icing 6, 558, 502 700 
30¥ Registration, classification, and induction 23. 180, 560 600 
40-A National Advisory Committee on the Selection of Doc- 
tors, Dentists, and Allied Specialists 159, 935 
40-B National Selective Service Appeal Board 66, 331 92, 500 
Total._.. 3 31, 773, 391 36, 772, 000 | 34, 400, 000 


he 
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Summary by objects 


Personal services 9 572, 3 $25, 090, 610 
Pravel 
Administrative ON3. R25 
Selectec it ’ ®. SOO. O00 
rransportation of things f ( 54,110 
Communication serv k | 6°68. 800 
Rents and utility service 132 ¥, 380 
Printing and reproduction 3 > MW) 
Other contractual ser 
tudent testin 
upplies and materials 
juipment 


laxes and assessinents 


NATIONAL ADMINISTRATION, PLANNING, TRAINING, AND REc¢ 
MANAGEMENT 


Mr. Pxutuites. Also put in all of pages 27 and 28. 
(The matter referred to is as follows:) 


Project 10 National administration, planning, tre ( é ds management 


ersonal servic 

ivel 
portation of thu 
Communication services 
Rents and utility serv 

6 Printing and reproduct 


Other co 
Supplies a 
Equipment 


Paxes and 


Potal 


ATIONATI ADMINISTRATION, PLANNING, TRAINING, AND RECORDS MANAGEMENT 


The national headquarters is charged with the overall administration of the 
niversal Military Training and Serivece Act of 1951, as amended, with the 
prepatation of plans for future emergencies, with the designing and putting into 
ct a training program and with the management of records required to be kept 

lo perform these functions the national headquarters has been organized into 
ffices and divisions, each subdivision being charged with certain responsibilities 

No fundamental change has been made in the responsibility of the offices and 
livisions of national headquarters, however, two additional workload factors will 

ontinue to increase: (1) The conscientious-objector-work program set up @s a 
result of the changes in selective service regulations made on February 20, 1952, 
pursuant the amendment to section 6 (j) of the Universal Military Training and 
Service Act of 1951, as amended, for which sufficient funds were not made avail- 
able in the fiscal year 1953 appropriation; (2) the apprentice-deferment progran 
which is being established pursuant to Executive Order No. 10366 dated Jur 
26, 1952. 

Pe rsonal Services 

he decrease in the amount requested for personal services for fiscal year 1954 

nade in spite of the additional workload due to the conscis ntious-objector-wort 

rogram and the apprentice-deferment program. 

There follows a comparative table by office and division covering the past fiscal 
vear, the current fiscal year and the budget year for the amounts expended 
appropriated and requested for personal services by office and division of nationa 

ea iquarters, 
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_Mr. Partturps. Now, the amount for national administration, plan 
ning, training, and records management is approximately the same 
it is for item 20. 

On item 30 there is a reduction of approximately $2 million on 
registration, classification and induction. Unless the general has 
something further to say on that I will conclude that is covered by 
the previous statement he made, although I am not clear as to wh\ 
there should be a reduction after the woeful story you have just told 
us, and why there should not have been a reduction last year if you 
can make a reduction this vear. 

General Hersuey. I would like to say one thing, Mr. Chairman. 
I need not tell this committee what we have lived through during the 
last 2 years. With the Nation going into territory it had never been 
in before I have had the problem of unpaid members of boards, and 
unpaid for a very unfortunate and very unpleasant task. It has taken 
a great deal in writing and in talking in trying to get them to under- 
stand. 

Mr. Puiiures. Do you mean by that the county boards? 

General Hersuey. Yes, but it is also reflected all of the way up to 
national headquarters. 

In those boards, one of the things they are very touchy on, especially 
with a lot of other Government agencies having men doing much the 
same things they are doing is that they get paid for it, and these 
men in Selective Service do not. 

Ninety percent of the men serving on local boards never think of 
wanting any money for their service, but when they see these other 
Government agencies doing the same sort of work and other men 
getting paid for it they wonder why. However, when I will not give 
them a clerk, and they have to use their own secretary, or they have 
to peck on the typewriter themselves, that is where [ get into trouble. 

I am not authorized to ask for any more than I have asked for 
You have lived much longer in this business than I have, and you 
know sometimes why some of us do not come up here and ask for 
what we ought to have. So, I say honestly that we are in a precarious 
position in regard to local board clerks. I would like to say this off 
the record. 

(Discussion off the record.) 

Mr. Purtures. Have vou been requested by Mr. Dodge, the 
Director of the Bureau of the Budget, for a change or for a reanalysis 
of your budget request? What changes have you made, or are you 
making any further reduction in your budget? 

General Hersuey. No, I made a very strong plea that we not have 
to change our budget. I will say this, and I think this committee 
ought to know it—— 

Mr. Putuuties. How much did you ask the Bureau of the Budget 
for in the first place when you went up? 

General Hersuey. $41,472,142. 

Mr. Puiiuips. $41 million even? 

General Hersury. No, sir, $41,472,142. 

Mr. Puiturps. And they reduced it to $34,400,000? 

General Hersney. Yes, sir. 

I would like to say that in this budget is $6 million or so for inductee 
travel. 

Mr. Purutres. I was going to ask you about that. 


as 
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General Hersuey. I have for some time felt that the preinduction 
examination could be eliminated. However, I think that if the 
President of the United States wants to discontinue preinduction 
xaminations, I think he legally can do it, because while the law is not 
suite clear on it, I do not believe at the present time we have got to 
have a preinduction examination. 

Mr. Puiuurps. Will you explain that further for the record? 

General Hersuey. Our preinduction examination is an examina- 
tion which occurs well before a man is ordered for induction. 

Mr. Puruuirs. That is where you send the man, say, from one of the 
little communities in my district up to the induction center and he 
takes a physical examination and comes back? 

General Hersney. Yes, sir; so that he may know well ahead of his 
coing whether he is acceptable or not 

Mr. Puiturps. Do you pay for that? 

General Hersuey. Yes, sir. And, then, of course, we send him 
ip again. So, that makes three trips to get him into the Army. The 
result is that we can save about $5 million, if you want to eliminate 
the preinduction examination. 

I have recommended to the Bureau of the Budget that we not do it, 
because, in the first place, we tried to do that in 1940, and we had so 
much turmoil and trouble. We inducted them and then they sent 
them home on furlough, and then later Congress wanted us to have a 
preinduction examination, as was provided for in the amendment to 
the 1940 act, and as a result of that and other factors, I have felt it 
was indicated that we had better do it. 

Now, there is one place you can save about $5 million. 


PERSONAL SERVICES 


Mr. Puriurrs. How about saving $150,000 on administrative ex- 
penses? 

General Hersuey. That is always a good one for an administrator 
to be assailed on. The $150,000 I think you are looking at is national 
headquarters. 

Mr. Puiturps. That is the increase between your request next 
vear and the amount you had this vear. 

General Hersury. One thing that we are up against on that is 
that I am responsible for about 900 officers and they are the only ones 
| could use if we had to expand our present size, because there is no 
provision or way I can train civilian personnel, except by training the 
military personnel I am training. 

On the basis we are now operating in some of these offices, if a clerk 
takes leave, I have to either shut the local board, or move someone 
in there from State headquarters away from his job, because we have 
no flexibility in that regard. 

We have to maintain 65 reserve units in 65 cities of the United 
States in order to train people in the event of an expansion of ou 
work. We have one National Guard section on the Adjutant Gen- 
eral’s staff in every State in the Umon that has anywhere from three 
to a dozen officers assigned to us, that we train. 

Now, where a lot of this money goes, obviously is for running the 
training schools. We do not pay the reserve officer, because he is 
aid out of the Armed Forces funds and we do not pay the National 
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Guard officer, but we do pay an instriictor, because we are whol! 
responsible for the instruction that goes on weekly in each one of 
those 65 units and each one of these 53 units of the National Guard 

Mr. Puitures. Do you have a training school for those? 

General Hersuery. Yes, sir; those men and our allocation is assigned 
tous. There are about 900 of them that belong to the Navy, the Air 
Foree, the Marine Corps, and the National Guard and the Army 
I believe at the present time we only have one Marine unit which is 
sponsored by the Marines. We have 3 or 4 sponsors by the Navy 
and we have several sponsored by the Air Force. That does not 
mean a unit that we have composed of Air officers. We have Air- 
sponsored units that have 2 or 3 Air officers, 2 Navy and 1 Marin 
and representatives from the Army. 

Mr. Puinuies. I think the committee understands, but I doubt if 
the committee understands why if you need a certain number of offi 
cers why you have to have a permanent school. What happens to 
the men that finish school? Cannot they be pulled back to help out? 

General Hersney. You never finish the manpower training in th 
United States, because the man you may have used during the war, 
when we had no rotation, then you took a man and kept him there 
until he wore out, but the situation is different today. 

\ir. Patties. But the war ended 8 years ago. How many men 
have you trained in 8 years? 

General Hersuey. Around 1,200. 

Mr. Puitiips. Suppose war broke out, do you know how many you 
would need? 

General Hersuery. Practically all of them, and 359 of them ar 
already on active duty now, but there is one factor there of age. | 
cannot fool with a man much until he gets into his forties, because 
he is too young for Selective Service to use, because you have the 
problem of someone asking “Why isn’t he out fighting instead of 
getting people to fight?” The result is that 1 am confronted every 
vear with men who become 60 and pass out of the picture. 

Mr. Pattures. You do not have any people 60 years old that you 
can get into training? 

General Hersney. The armed services will not keep a man on 
active duty after he is 60. In fact, the Air Force lets them out at 
about 57 or 58. 

Mr. Puituies. I think you will find them being let out considerably 
below 60. 

General Hersuey. We try to hang onto them until they are 60 
In fact, a lot of people seem frightened at the number of people that 
I have in my program that are between 50 and 60. 

Mr. Putiires. How much do you pay these people? These people 
are all in the service right now? 

General Hersuey. All of the 1,200 are either on active duty (359 
or Reserve (900). 

Mr. Puriurps. Where did you get the 900? 

General Hersury. They are the ones in these Reserve units who 
meet once a week to drill and be trained. 

Mr. Puiuuips. Are they not in the service? 

General Hersuny. They are reservists and they drill 1 night a week 

Mr. Puruuies. How much do you pay them? 





General Hersuey. We do not pay them anything, except the 
instructor who goes out to instruct the officers. The armed services 
pay them. They are a part of the armed services Reserve and they 
pay them 1 day’s pay a week to go to the drills. 

Mr. Jonas. They have Reserve commissions? 

General Hersney. Yes, sir; and we furnish the instruction material 
and we write the textbooks and we run the correspondence courses 
We are running eight correspondence courses trying to teach them 


ADMINISTRATIVE TRAVEL 


Mr. Paiturps. How much of the $1,056,375 is represented by that 
teaching which you have just described? 

General Hersney. How much have we in national headquarters? 

Colonel Iuirr. For all purposes, about $55,000 to the Field Division 

1 charge of training. 

" eel Hersuey. The next thing vou have, of course, is the 
vuditing which we do in the way of finance accounts in 56 Stati 
headquarters. That has to be done by auditors that we send out 

Mr. Puiituips. That is a separate item? 

General Hersuey. Yes, sir. It is part of this $120,000, and then 
vou have the travel. 

Mr. Puiturrs. Wait a minute. Let us get this clear. You are 
vetting ahead of us. You had last year $903,825 

General Hersury. Yes, sir. 

Mr. Puriures. And for fiscal 1954 vou are asking for $1,056,375, 
which roughly means an increase of $150,000. You certainly had some 
audits last vear, and some travel. 

General Hersury. Yes, sir; there is no question about that, but 
what I was trying to get at is that we had them trained last year too, 
but we have some more units than we had last vear. Another thing, 
vou get into the situation of trying to sell this proposition and that 
requires people to go out and ts alk to the American Medical Associa- 
tion and at a dozen different places and the American Dental Asso- 
ciation and the different groups and you get into quite a money factor 
there. It takes more money. 

Mr. Puruurres. Break down the additional $150,000 increase at this 
point in the record so we can see what it is made up of. 

(The information follows:) 


Additional travel cost required for 1954 over appropriation of 1958 


roject 10 


Principal increases art 

Office of General Counsel 
Manpower Division 
Field Division 
Fiscal and Procurement Division 
Special Advisory Committes 
Permanent change of station 
Miscellaneous 

Project 20 

Project 30 

Project 40-A 

Project 40-B 


Net change, all projects 


32490—53—pt. 1 





SELECTEE TRAVEL 


Mr. Puriurps. Now, coming back to the second item in that sum- 
mary of objects, 02, for travel, administrative, and selectee. Am I to 
understand that this $5 million which you mentioned is for the pre- 
liminary preinduction examination? 

General Hersney. You have about $6 million there. 

Mr. Putuurpes. I understood you to say it was $5 million. 

General Hersuey. Four and one-half million is probably nearer 
You would divide it by 3, and when you divide it by 3, the answer 
is about what it cost to send them up once and you save the two-thirds 
by not sending them up and bringing them back. Let me correct the 
statement about the two-thirds. You would save one-third of that 
cost. 

Mr. Puiuurps. It is either all or nothing. You either have to have 
it all, or none of it. 

General Hersuery. Yes, because 

Mr. Puiiurps. All of the one-third, or none of the one-third? 

General Hersuey. All of the two-thirds. 

Mr. Putuurpes. I mean all of the two-thirds. 

General Hersuey. Let me say this about the inductee travel busi- 
ness: I do not like to make a promise, because this is a favorable one 
oan you never can tell, but if at the present time in this particular 
vear, they do not want any more ied wore tion than the 'y have ordered 
here in the last part of this fiscal year, or the first 2 or 3 months of the 
next, I shall probably turn back sa it $244 million of selectee travel 
this year. Selectee travel is a fixed amount and I cannot help it if 
they order more people. On the other hand, if they do not order 
more men, I do not spend the money. I do not like to promise that, 
but this estimate we have is based on several things. 

In the first place, we know about what the armed services ought to 
have in the next fiscal year, it they maintain their present strength, 
and we know what thev claim they can recruit. We know, however, 
they will not recruit all they think they will. Therefore, they have 
to ask for more inductions than the difference between the total needed, 
less the recruitment, because the recruiter goes before another com- 
mittee and builds up a budget on trying to recruit all they can, but 
that leaves us then with a small residue and we generally get stuck 
with it and have to come back with a deficiency. 

This year we have enough money so that we think we will save 
about 2% million. I would not want to bank on that, however. 

Mr. Puiturps. You mean you are likely to have how much left 
over out of 8% million? 

General Hersuey. Two and one-half million dollars. 

Mr. Puiturps. That is going to be understood. 

General Hersury. Well, of course, there is one other thing. If 
they should start closing induction stations, it may be that 1 would 
have to send the fellow twice as far. 

Mr. Tuomas. That is all in inductee travel? 

General Hersuey. Yes, sir; but we may not save $2 million. 

Mr. Tuomas. If you save $2% million on inductee travel, what 
about the remainder of the budget? 

Mr. Yares. When you say ‘‘they,”” whom do vou mean? 
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General Hersury. The armed services that run the induction 
stations. 

» Mr. Jonas. Have you given any consideration to going back to the 
old system of having a local examination by a local doctor? 

General Hersuery. Well, the only thing—I would never go along 
on that until the armed services would recognize that examination. 
That is where we split before. If I could have the assurance they 
would take them, and keep them, that is one thing, but you have got 
to change the law if you do that, because the armed services is the 
sole judge at present. 

I would say this: There is always going to be some inductee that I 
would insist on sending and having examined by someone else. 

Mr. Jonas. The local examination would eliminate a lot of expense 
and save considerable time. 

General Hursury. Yes, but you do have to send some up that they 
eliminate, because you cannot let some local examiner send a fellow 
back that looks like he ought to go, even if he shouldn’t go. You 
have to have someone farther away say he should or should not go. 

Mr. Yarrs. Do you pay any of the fees of the doctors? 

General Hrersury. We never pay them; the armed services do 
that. 

OTHER OBLIGATIONS 


Mr. Puruuies. I notice, with the exception of No. 15, which is 
“Taxes and assessments,” which is in your summary by projects on 
page 9, that is a natural reduction due to the fact you have less 
people, and, therefore, you do not have to pay the civil-service retire- 


ment, but all other items—‘Transportation of things,’ which is 03, 
“Communication services,” which is 04, and 05, which is ‘“‘Rents and 
utilities,’ are increased somewhat more than I would think would 
be justified due to the fact that you do not have as many people for 
next year as this year. 

General Hersuey. Colonel Iliff, would you comment on that? 

Mr. Puiuurrs. There might well be something on the record to 
indicate why you think those should be increased. 

Do you know how much it is, Colonel? It is 03 to 09, inclusive. 

Colonel Iuirr. 03, ‘Transportation of things,’’ we have nothing 
budgeted, only in our budget for equipment this year, because we 
did not have the money. 

Mr. Puiturrs. Equipment is 09. 

Colonel Iuirr. Yes, sir; that is what you have to pay to get those 
things transported. 

Mr. Puiturps. I should not have included that. I should have 
said “03 to 08 inclusive,” because 09 has a major increase of about 
$98,000. 

Colonel Iuirr. Yes, sir. 

Mr. PHILuips. You may continue. 

Colonel Iuirr. The transportation of things is involved in the 
increase. 

Mr. Puituirs. Yes, I understand that. 

Colonel Intirr. 04, “Communication services’’, is due to extensive 
rise in rates that apply to telephone and telegraph services. They 
run as high as 33 percent in some States where the rates have been 
granted by the PUC. 





Mr. Puriurps. All right, 05, “‘Rents and utilities.”’ 

Colonel ILirr. We have been in a good deal of rental free quarters 
by that I mean, donated quarters in the way of courthouse space and 
things of that kind. We have been having to move out of those quar- 
ters as we have gone along, and we have allowed sufficient to take care 
of what we estimate to be the increase in the rent, or where we have 
to move into places where we pay utilities. 

Mr. Puixurps. I notice that there is an increase of approximately 
$30,000 in printing and reproduction. 

Colonel Itirr. A part of that is the increase in cost. Our printing 
work is done by the Government Printing Office, and, as you probably 
know, the cosis have increased. The other part of it is for supplies 
of forms and things of that nature, which, because of our limited 
budget this year, have been held down to a minimum. 

Mr. Puiturps. Put in the record at this point the amount of this 
material which you have on hand as reflected by your most recent 
inventory. 

Colonel Iuirr. All right. 

(The information follows:) 

Inventories of supplies and materials are taken annually at the end of eac! 
fiscal vear. 

Value of materials and supplies on hand, July 1, 1952, $402,038. 


OTHER CONTRACTUAL SERVICES 


Mr. Puruuips. “Other contractual services.”” Will you explain the 
$40,000 increase there? 
Colonel Inirr. That increase is due to the changes in our office, in 


which we calculated we would have an increase or change in our 
national headquarters’ office for contré actual services. 

Mr. Puiiires. What do you mean? What kind of services? 

Colonel Inurr. The installation of certain things for which we did 
not have money this year. 

Mr. Puriiirps. What are they? 

General Hershry. We moved, you see. 

Mr. Putiiires. Where are you now? 

General Hersney. Down in the old courthouse between Fourth 
and Fifth Streets and Indiana Avenue and E; we have gone through 
the expense of moving into a new place, and of course it is furnished 
by the Public Buildings Administration, but they, of course, have 
the same story we have about not having any money either. There 
are some installations that have been sort of a deal around bere when 
you move. For instance, I believe communications is one thing that 
the moving agency paid for instead of Public Buildings. I did not 
make the rule, and | do not know whether we could prove it is just 
or not, but we found ourselves in that position. We are, though, in a 
Government building for the first time in our career and we would 
like to stay there if we could. 

Mr. Puruurps. In the student testing, is that for supplies and 
material, which accounts for this increase? 

Colonel lurr. That is also due to low inventories that we calculate 
will be effective at the end of 1953 and will have to be built back up 
because of limited appropriation this year and also an increase in cost. 





EQUIPMENT 


Mr. Puinurps. Mr. Cotton, will you take over, please, with 09, 
which is an increase of $98,000 for equipment, and take it up from 
there? 

Mr. Corton. Yes, sir. 

General, will you tell us about the increase in 09, which is equipment? 

General Hersuey. Colonel, will you explain that? 

Colonel [uirr. One item of equipment is at a cost of $47,600 which 
we are requesting for the replacement of 23 motor vehicles. We have 
not had any replacement of motor vehicles in the previous 2 years 

Mr. Corron. Where are they? In Washington? 

Colonel Itirr. No, sir: in the States. 

Mr. Corron. Who uses them? 

Colonel Iuirr. The State headquarters staff. 

General Hersuey. We have 56 State headquarters, strange as it 
may seem, with only 48 States. 

Mr. Corron. How many motor vehicles do you own? 

Colonel [uirr. The total is 112. 

Mr. Corron. And you are asking replacement of how many? 

Colonel Iuirr. Twenty-three. 

Mr. Corron. How old are the ones which you are replacing? 

Colonel Iuirr. They are all over the mileage limit. The ones that 
we are replacing are over 3 years old, or will be at the start of fiscal 
1954. 

Mr. Corron. Have you covered all equipment yet? 

Colonel Iuirr. No, sir. Another thing is one item that we wish to 
replace and that is typewriters. 

Mr. Krueger. How much mileage do you put on before you 
replace a car? 

Colonel Inirr. We do not ask for replacement of cars under 60,000 
miles. The ones which we are replacing are all over 60,000 miles 

Mr. Jonas. Is that all, Colonel? 

Colonel Iuirr. In 1953 our equipment figure was very low because 
of the appropriation of only $11,500, and this is less than we had in 
1952. 

Mr. Corton. I think Mr. Phillips covered in detail the national 
administration on pages 28 and 29. So, let us turn to another item. 


COMMUNICATION SERVICES 


Mr. Jonas. Mr. Cotton, before you leave this page, | want to sug- 
gest to you that you explore this telephone business. ‘That is an 
awful lot of money. 

Mr. Corron. Do you mean the communication services, 04? 

What method of control do you have in regard to these services? 

General Hersury. We have nearly 4,000 local boards and every 
one of them has a telephone, we hope. They are not all able to have 
them this year, but we have had them in the past. We have 56 State 
headquarters, each equipped with a telephone. 

Mr. Krueger. You do not pay the cost of the telephones of the 
local boards? 

General Hersury. Oh, sure; we have to pay the cost of the tele- 
phone of the local board, or else the board chairman has to pay it out 
of his own pocket. 
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Mr. Jonas. Since the item is so large, I thought, perhaps, you 
might have some statement that might support it to indicate what 
kind of controls there were. 

Mr. Corron. I think what Mr. Jonas had in mind is what system 
you have—you are asking for an increase—or is there any limit for 
the use of the telephone by the local boards and how do you check on 
it and how do you regulate and control that expenditure? 

General Hersuey. | think | had better answer that. 

Our main control there is monetary. My idea is that when you do 
not give anyone any money, they do not use it, and, therefore, wi 
make our allocation primarily to our States. I suppose we could argue 
about whether or not we give the States sufficient money or whethe: 
we do not. 

One of the things that I cannot help but reemphasize all the ee is 
that you cannot expect to get a man that is worth $50 a day to give 
his services and then have him pay for the telephone bill. You can- 
not do that, unfortunately, in my business. There are about 800 calls 
per week or is ‘tters from the Hill that require either a letter, a tele- 
gram, or a telephone call, depending on how much time is left to 
adjudicate the thing that is being inquired about, and right now my 
boys are beginning to get the 4 o’clock business and that is to stop 
inductions for tomorrow. Now, I believe in a democracy we should 
count cost, and on the other hand, inform our people and tell you 
gentlemen up here what the situation is. You have a problem where 
someone should have called on you last week, or the week before, but 
they did not; they called today. 

Mr. Corron. You mean you are getting these calls from the Hi!! 
to hold up inductions? 

General Hersuey. Yes, sir. Someone is charging that something 
has been done that should not have been done, and it is not fair 
to say that I am not going to pay any attention to it, but that is not 
our method of operation. If we refused to have anything to do with 
individual cases, I could save a few tens of thousands of dollars very 
easy, not only in communications, but in the necessity of not having 
any communications much, but because if we did not answer letters 
that we get on individual cases and refuse to have anything to do 
with them, we would save both cost and time. But, unfortunately, 
right along for the last 13 years, the Director of Selective Service 
has had the power, and with the power always comes the responsibility 
to appeal in a case where justice was not done. 

The thing I get into all the time is the presentation on the one side 
of one side of the picture and not knowing and suspecting a good many 
times, because I have lived through a lot of these, that it is necessary 
to get the other side of the matter. Therefore, how do I justify the 
other side without knowing about it, which necessitates an investiga- 
tion of the matter. 

Unfortunately in this business a great many people only give you 
a day’s notice, and especially the special registrant, because he can 
telephone me from San Francisco any time, and those fellows are 
fellows that do not want to go on active duty, and that is one thing 
that has forced our costs up in handling these special registrants. 
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They are the ones that get in touch with you, not only 1 of you, but 
2 or 3 of you. It is not unusual for me to answer a letter three times 
to both the Senators and one of the Congressmen. Maybe we should 
not get into these things, and maybe we would not have had as much 
trouble. However, I have felt in many instances we have kept 
from having more trouble by handling the matters. 

I see by figures released by Dr. Gallup the other day that at least 
60 percent of the people last week said they were still satisfied with 
the running of the selective service system and only about 29 percent 
said they were not and 10 percent did not know. I realize we are 
faced with the Korean business, which is little understood, and we 
are the fellows that bear the brunt of votiadyin r somebody in regard 
to this whole thing. 

Those are some of the things that enter into it and my controls have 
been to apportion out the money I get to the States ond I expect my 
State directors to get the maximum of service out of it and I defy 
any agency of Government to come within any petit amount 
of getting for nothing what we have for the last 13 years. Not only 
that, but many of our local board members are taxpayers, and they 
are very conscious when money is being spent. I defy anyone in 
Government to do a better job than we have on the amount of money 
which has been given us. | have hired clerks when we have had the 
reauest from the local board for help. But no other agency goes 
out and asks people to donate their time. We have been kicked out 
of some of these courthouses because they have someone that wants 
to go in there and we have been squatters for vears. 

Mr. Corron. We get your point. If you ask them do do work 
for nothing, you, of course, give them a clerk and a telephone. | 
think what Mr. Jonas had in mind was your system of distributing 
the money. 

General Hersney. I do not know all the principles of best manage- 
ment, but I believe that we are too small an agency to afford a study 
by high-priced consultants and other groups. 

Mr. Corron. You leave it to your State directors 

General Hersney. | delegate that to the local boards in the 
beginning. I do think I ought to exercise the right of appeal, but 
I believe that the people in my hometown know more about how they 
ought to run the town than I do, and I do think the registrant ought 
to have the right of appeal and take his case, perhaps, from my home- 
town of Angola to Indianapolis. 


State ADMINISTRATION, PLANNING, TRAINING AND RECORDS 
SERVICING 


Mr. Corron. Let us turn to page 38, please, on the question of the 
State administration. 

We will insert pages 38, 39, 40, and 41. 

(The material referred to follows: ) 





}, 023, 600 $6, 023, 067 
207, 467 230, 924 
&, 420 10. G60 
148, O35 150, 600 
23, 8YF 30, 380 
2h, 104 
59 Oo 
> 509 
15, 347 


20,119 


Total 


The Universal Military Training and Service Act of 1951, as amended, in sectio: 
10 (a) (2), requires the establishment of at least one State headquarters in eac! 
State, Territory, and possession of the United States. The function of Stat: 
headquarters is to administer the act within the respective States in compliance 
with the law, regulations, and directives of national headquarters. The Selectiv: 
Service System is organized on a pyramidal structure. The large base is the 
local board structure with 3,908 local boards and 98 appeal boards and contains 
by far the largest portion of the personnel, both compensated and uncompensated 
employed in the administration of the law. The next largest group is composed 
of 56 State headquarters; then the relatively small group which comprises thi 
national headquarters is the apex. In general, the primary administration aad 
responsibilities of each State headquarters are as follows: 

1. To establish and maintain local boards and appeal boards including 
arranging for office space, office equipment, securing competent personnel 
and the selection for recommendation by the Governor of potential local 
board and appeal board members for either original appointment or as 
replacements for members lost. 

2. To inform and instruct new local and appeal board members and clerks 
in the existing regulations, policies, and administrative procedures; then to 
continually inform and instruct local and appeal board members and clerks 
concerning local manpower situations and changes in regulations, policies 
and administrative procedures. 

3. To allocate calls to the local boards within the State on the basis of avail- 
ability and quotas established from records of manpower available for service and 
those already in the service. To do this records must be maintained of met 
available for service, men already delivered for service, men deferred in all classes 
and credits to the various communities for men in the armed services. Records 
must also be maintained to insure the deferment of men needed in agriculture 
industry, and the national health, safety, and interest. Such problems vary it 
the several States. To know the needs of agriculture, industry, ete., it is necessary 
that close liaison be maintained between the State headquarters and these various 
fields of employment 

$1. To establish and administer the work program of national health, safety, or 
nterest to which conscientious objectors may be ordered in lieu of induction into 
the armed forces as prescribed in section 6 (j) of the Universal Military Training 
and Service Act of 1951, as amended. To inform, instruct, and maintain liaiso: 
with cooperating agencies, both governmental and nongovernmental, in order to 
properly utilize the conscientious objector manpower under the existing regula 
tions, policies, and administrative procedures. To allocate calls to the local 
boards within the States on the basis of availability of jobs and qualifications of 
conscientious objectors for the available work. To provide adequately trained 
staff and transportation to meet with local boards and conscientious objectors to 
provide necessary assistance in determining work assignments in the event of 
differences of opinion, as required by the regulations. To prepare for the Justice 
Department, when necessary, all information pertaining to delinquent conscien 
tious objectors in the event of their prosecution. To maintain and service work 
records and cover sheets of conscientious objectors ordered to work. 

5. To maintain manpower procurement plans in general conformity with the 
national program as adapted to the unique problems within the State. Eac! 
State is required to maintain a plan for all-out emergency expansion. The 
number and location of additional local boards are established, lists of potential 
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ocal board members are maintained, records of present registrants are identified 
for transfer to new boards set up under such expansion. Relations are estab 
ished with principal users of manpower within the State to gain full insight into 
their problems and requirements, with the view of proper execution of the respon- 
sibility of Selective Service for not only supplying men for the Armed Forces, but 
to that of the deferment of men if necessary for industry and agricult 
to the Nation’s health, safety, and interest Kach State is also respo 
he development, organization, and maintenance of a fullv adequate 
f training to provide a reserve of officers and civilians who will be 
illing to fill a position in the Selective Service System should it become 
to rapidly expand 
6. To allocate funds reeeived and operate within the 
shed. To pay all liabilities incurred by both State 
boards within the State. To process all personnel appointme: 
irrange for the most economical method of tre rtatio 
arrange for delivery of men to the examining al 
not exceeding the daily capacity of the static 
bv the proper coordinating of schedules wit! 
of delivery dates to the various loeal boards 
7. To act as custodian and servicing agent 
record depots in which are housed the record 
yperation. The work of the de pot consists of 


tion: (2) the servicing of reeords and (3) the de 


Mr. Corron. This is the breakdown, Colonel 
second item on page 9? 
Colonel Iuirr. ¥ es, sir 
rRAVEL 


Mr. Corron. In the personal services, you have a reduction of 
that item and I understand that includes your stenographie and 
clerical hire and everything in State headquarters I note vou have 
an increase of $120,060 for travel. Will you indicate in a few words 
the reason for that? 

Colonel Iuirr. One of the big reasons why you are going to have 


more and more travel is that there was a time you could get local 


board members by telephone. Now, if you lose one, sometimes you 


do not make one trip, but you make several 

Mr. Corron. This is fo traveling by the State headquart rs 

General Hersuey. The local boards, that is correct, but normally 
any travel that a State director does, unless we get big-hearted and 
pay his way, say, up here, he has to pay his own travel wherever he 
goes, even when he comes to attend the State directors meeting 
Sometimes when his money gets low and we have some, we give 
them a little help by ordering them here, but that is not our policy, 
because we normally operate under the assumption that each unit 
lives directly within the resources we give him. 

Mr. Corron. The State director has certain expenses in this work, 
does he not? 

Geneial Hersury. Yes 


) 


PERSONAL SERVICES 


Mr. Corron. I seem to recall remembering groups of several that 
came and checked on us at various phases of the work. 

General Hersuey. Yes, sir. 

Mr. Corron. Do you have the same number in each State, or do 
the larger States have a larger staff? 

General Hersuery. They run all the way from 2 or 3 up to a dozen 
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Mr. Corrox. Do you have any place in these justifications that 
shows the size of the State organization? I mean by that the number 
of people in the States, by States? 

Colonel It1rr. We do not have it by States, but we can furnish that 
to you. 

General Hersury. We bave that information but it is not consoli- 
dated which shows all the States, but we can furnish that to you. 

Mr. Corron. Suppose you furnish that information. 

The information follows:) 


State headquarters personnel, Jan, « 
Full time Part time Full time | Part time 


Alabama 26 New Mexico 16 
Arizona New York State 53 
Arkansas 7 New York City 53 
California 75 North Carolina 5 
Colorado 7 North Dakota 

Connecticut 1 Ohio 

Delaware Oklahoma 

District of Columbia } Oregon 

Florida 3 Pennsylvania 

Georgia Rhode Island 

Idaho 3 South Carolina 

Illinois j South Dakota-. 

Indiana ; ‘Tennessee 

Iowa 3 Texas 

Kansas 7 Utah 

Kentucky. Vermont 

Louisiana. - . Virginia 

Maine 3 Washington 

Maryland i West Virginia. . 

Massachusetts Wisconsin 

Michigan i W yoming 

Minnesota 7 Alaska 

Mississippi l 3 Hawaii 

M issouri 26 Puerto Rico 

Montana Virgin Islands 

Nebraska 5 Guam 

Nevada 

New Hampshire 1 Total 

New Jersey 


Mr. Corton. In a large State like the State of New York, roughly 
how many do you have associated with the State director working on 
selective service in the State headquarters? 

General Hersuny. You have a very peculiar situation in New 
York. You have two headquarters. The city runs by itself and 
upstate runs by itself. 

Mr. Corron. Let us forget New York and in deference to my good 
friend, Mr. Yates, use Illinois. That is one of our great States. 

Mr. Yarrs. Thank you, Mr. Chairman. 

General Hersuny. I would guess he has 15 so-called executive 
positions and probably 3 times that in clerical hire. 

Mr. Corron. How many would you have in a small State like 
New Hampshire? 

General Hersury. New Hampshire has 6 and, of course, they have 
the clerical force. I would say about a dozen in all. 


TRANSPORTATION OF THINGS 


Mr. Corron. Now, I note “Transportation of things’’ slightly 
increased. Just in one sentence at the State level what things are 
transported? 
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General Hersey. We did not transport supplies a year ago and 
we have got to build up stocks, and you have your reflection of moving 
things from the State headquarters out to the local boards in that 
item. 

Mr. Corron. Does this mean forms and blanks? 

General Hrrsney. Yes, sir; and chairs and new typewriters or a 
new desk, if they ever got one. 

Mr. Corton. Do they buy the furniture from General Services, or 
locally? 

General Hersrey. We do not buy; we take from Government and 
we have got to take deliveries where we can get them. 

Mr. Corron. You take from Government. What do you mean? 
Are they contributed? 

General Hersuéy. No, we have to pay. You see, we do not go into 
the market and buy them. We buy them from the General Services. 

Mr. Corron. You obtain your material of that nature from the 
General Services Administration? 

General Hersuey. Yes, sir. 


COMMUNICATION SERVICES 


Mr. Corton. Now, the “Communication services,” that is the 
telephone bill for the State headquarters and the local offices. 

General Hersury. Yes, sir. Of course, we have had a very definite 
advance in rates, as Colonel Iliff has pointed out. They have gone 
up some 30 percent. 


RENTS AND UTILITY SERVICES 


Mr. Corton. All right, we come to 05, which is ‘Rents, and utility 
services.”” That is an increase of not quite $5,000. 

General Hersnry. Well, that is reflected, of course, from getting 
thrown out of the courthouses or out of the city hall or out of something 
that we have been in since 1948 for nothing. 

Mr. Kruercer. They are getting tired of you? 

General Hersuey. Well, they do not see any other governmental 
agency asking for something for which they do not pay to use. 


PRINTING AND REPRODUCTION 
Mr. Corton. Now, we come to 06, “Printing and reproduction,” 
in which there is an increase of not quite $12,000. 

General Hersey. That is an increase of about $12,000, which has 
been caused by low inventories last year because we did not have the 
money and we got below our usual supply. 

Mr. Corron. Is that for printing forms and questionnaires and 
appeal blanks and that sort of thing? 

General Hersney. Yes, sir. 


OTHER CONTRACTUAL SERVICES 


Mr. Corron. Next is “Other contractual services’? which shows a 
rather substantial increase. What does that cover? 
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Colonel Itirr. That is typewriters. About half of our typewriters 
are over 10 years old, and this also reflects the increase in the cost of 
repair to high mileage passenger vehicles which would be remaining 
after the purchase of the new vehicles included in the request. 


SUPPLIES AND MATERIALS 


Mr. Corron. Now, the 08, “Supplies and materials,” which shows 
an increase of not quite $18,000. 

Colonel Iuirr. That again is due to low inventories. We are trying 
to bring up the supplies and material stocks to where they should be, 
and, of course, everything we buy now is at a higher cost. 


EQUIPMENT 


Mr. Corron. Section 09, which is “Equipment.”’ Does that again 
refer to these Federal automobiles? 

Colonel Iuirr. Yes, sir. 

Mr. Corron. That refers to the automobiles that we covered in thi 
overall? 


LocaL BoarpbDs, REGISTRATION, CLASSIFICATION AND INDUCTION 


Colonel Itrrr. That is right; that is where they come in. 

Mr. Corron. Let us go to page 46, which is the local boards. 
We will insert at this point pages 46, 47, and 48 in the record. 
(The matter referred to is as follows:) 


Reaistration, classification, and induction 


1953 esti- 


Q52 t l 
1962 actua mated 


801, 624 $17, 221, 21 $16, 998, 50 


523, 020 545, 900 582, 500 
3, 976, 556 8, 500, 000 6, 281 
30, 000 50, 
100, 000 inf 
340, 000 452 

154, 600 167, 14 


150, 000 150 

400, 000 10) 

110, OOO 150, 000 
AO 


190, 000 180 


| 


Taxes and assessments 


23, 180, 28, 051, 718 25, 942, 


The Selective Service System, operating under the provisions of the Universal 
Military Training and Service Act of 1951, as amended, exists for the primary 
purpose of making possible the most effective utilization of the manpower resources 
of the United States. The accomplishment of this mission requires varied and 
sundry functions, the most important of which are registration, classification, 
selection, and delivery for induction of the male citizens of the United States who 
by age are subject to the requirements contained in the act. 

The above functions are carried on in the local boards which are composed of 
little groups of neighbors on whom is placed the responsibility to determine who 
is to serve the Nation in the Armed Forces, and who is to serve in industry, 
agriculture, and other deferred classifications. These members of the local boards 
serve in an uncompensated capacity and are assisted by other uncompensated 
citizens known as advisors to registrants, Government appeal agents, and medical 
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lvisers, totaling in all over 39,000 persons The function of classification in 
ertain cases is carried over to the State appeal boards whose members are also 
incompensated citizens of the communities they represent and at present number 
pproximately 500 To assist these nearly 40,000 uncompensated citizens in the 
erformance of their duties it is necessary to prov ide clerical help, space, supplies, 
etc., which are the supporting facts for this portion of the budget estimate. 


PERSONAL SERVICES 


Mr. Corron. We have already covered this in the overall, but 
briefly the personal services includes clerks, stenographers, and 
janitors at the local boards? 

Colonel ILirr. Yes, sir; the local boards and appeal board offices. 

General Hersuey. | doubt if we have any janitors. The janitor 
services come with the building, almost without exception. It is 
chiefly local board clerks. 

Mr. Corron. Clerks and stenographers, or a combination? 

General Hersuey. They are both. 


TRAVEL 


Mr. Corron. The administrative travel is local board travel? 

General Hersuey. Yes, sir; it is local board travel for those who 
live in areas in which they are permitted to collect. In some of your 
Western States you have men that live 50 miles from the local board 
seat. 

Mr. Corron. You indicated that you were handicapped by some 
limitation that we put on last year, or that was put on in the Congress 
on travel by local board members. I do not find any such limitation 
n the law. 

General Hersuey. | want the staff to check me, but I believe that 
limitation came in after the bill had been passed by both Houses. | 
believe there was an overall 10 percent or something put on all travel, 
probably in conference. 

Mr. Corron. Do you mean all travel in Government? 

General Hersuny. Well, this is travel in Government and, there- 
fore, there was no restriction before and when that came on, it came 
on everything, as I understand it. 

Mr. Corton. If it was an overall restriction of all travel—it -was 
not restricted to your local board travel; was it? 

General Hrersuey. No, sir; the others got it, too, but this committee, 
as I remember, put some restriction on State and National headquar- 
ters. We had that one and then we got 10 percent more, which went 
on overall, which meant 10 percent more on national, 10 percent more 
on States, and 10 percent on local. You gentlemen put no restriction 
on the local board travel m this committee, but when we got into this 
overall thing, there was 10 percent put on everything; therefore, we 
got caught in the 10 percent with the rest of them. 

Mr. Corron. That travel by local boards is travel about the 
counties? 

General Hersuey. Yes, sir; from their home to their local board 
eat. 

Mr. Corron. The next is 02, which is the selectee travel. We have 
already covered that. 

General Hersuey. That is the only place it occurred. 
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TRANSPORTATION OF THINGS 


Mr. Corron. “Transportation of things’’ locally, which shows ar 
increase of $20,000. 

Colonel Iuirv. We are still operating in many places with borrowed 
furniture that we borrowed when we started up in 1950 that is being 
recalled and transportation of replacement furniture and fixtures w 
increase in fiscal 1954. That, of course, is true of supplies as far as 
transportation is concerned, which accounts for the increase because 
it is necessary to transport them. When we send the items to loca 
boards, we are bound to have a cost of transporting them, and most 
local boards are not close to any depots. 

Mr. Corron. Yes, but you have already had in your State head 
quarters budget an increase for transportation of things, which you 
described as the distribution of your supplies and necessary equip- 
ment from the State headquarters to those local boards. Now, you 
have another item for “Transportation of things.’”’ Where is tha 
transported from? 

Colonel Itirr. The equipment or supplies or printing is charged at 
the point of use. In other words, if we used questionnaires, the trans 
portation of that would occur in 03, for the transportation of things 
under local boards. However, when we ship them from this head 
quarters to State headquarters to be distributed, that would be 
charged to the State headquarters. 

Mr. Corron. I know I asked the specific question as to whethey 
that was the distribution of material from the State headquarters 
locally in the State headquarters budget, and I thought I got an 
affirmative answer. 

Colonel Iuirr. I misunderstood vou. 

General Hersney. I might have been the one that answered it as 
being locally. 

COMMUNICATION SERVICES 


Mr. Corron. We now come to 04, “Communication services.” 
That is vour local telephone bills? 

Colonel Iuirr. Yes, sir. 

Mr. Corron. And the rents and utility services in this case are the 
rentals of the local boards? 

Colonel Iuirr. Yes, sir; that is right. 

Mr. Corton. Local headquarters? 

Colonel Iuirr. Local boards. 

Mr. Corron. The other was the rental for State headquarters? 

Colonel Itirr. Yes, sir; there was a very small increase. 


NATIONAL Service AppraLt Boarp 

Mr. Corron. Let us turn to page 55. This is appeal board 
expenses, is that right? 

General Hersuey. That is correct. I want to say it appears 
here that this is a group that I am responsible for in providing clerica! 
help, housing, and so forth, but I have nothing to do with them. 

Mr. Corton. This is a State appeal board? 

General Hersney. No, this is the national. They are appointed 
by the President of the United States and responsible wholly to him 
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All I have to do is house them and furnish them clerical help and pay 
them and their help. 

Mr. Corron. Are they situated in Washington? 

General Hrersuny. Yes, sir. 

Mr. Corron. They are State appeal boards, are they not? 

General Hersney. Yes, sir; they are carried under local boards: 
they are not in here. 

Mr. Corron. Do you appoint them? 

General Hersuey. Yes, sir; on the recommendation of the gov 
ernors; the governors really appoint them—I appoint them, yes 
through the governors. 

Mr. Corron. And this personal services is just the same as last 
vear. Are those salaries? 

General Hersuey. Yes, sir. They are part-time people. 


MEMBERSHIP OF THE APPEAL BOARD 


Mr. Corron. Will you tell the committee who these three people 
are? 

General Hersuey. Martin V. Coffee of Ohio, Paul H. Griffith of 
Washington, and Paul Wohlman of Baltimore, Md. 

Mr. Yares. That is not the former Assistant Secretary of Defense, 
is it? 

General Hersuey. Yes, sir; Paul Griffith. 

Mr. Corron. And former commander of the American Legion? 

General Hersuey. Yes, sir. 

Mr. Corron. Who are these other gentlemen? What is their 
background? 

General Hersuey. Mr. Martin Coffee, you will perhaps remember, 
was a candidate on several occasions for commander of the American 
Legion and he is from Ohio and I think he was a department com- 
mander. He is a businessman and does a lot of traveling. We hear 
from him most every place. Paul Wohlman is a former national 
commander of the VF'W and he is a lawyer by profession and he lives 
in Baltimore. 

Mr. Jonas. What was wrong with the old system which we had? 

General Hersury. May I answer that off the record? 

(Discussion off the record.) 

Mr. Jonas. I did not know whether the acting chairman was famil- 
iar with the old procedure. ‘This is a super board which has been 
created and makes the system different from the one used during the 
war and it has an extra cost that might be eliminated. 

Mr. Corton. All right, that $83,750 includes salaries and also does 
it include salaries of clerical assistants? 

General Hersuey. Yes, sir. I think thev have three lawyers who 
are not too high paid lawyers, to do the pick and shovel work. 

Mr. Corron. And some stenographers? 

General HrersHey. Yes, sir. 

Mr. Corron. Do you know how many they have in their estab- 
lishment? 

Colonel Iuirr. A total of 12 employees. 

General Hersuey. That includes the three board members. 

Colonel Iuirr. I do not believe it does. There is a total of 15. 
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OTHER OBLIGATIONS 


Mr. Corron. The next item is “Travel,’’ which is the same as last 
year for the travel of these board members? 

General Hersuey. Once in a while the board members meet with 
someone, but they are part-time people. 

Mr. Corron. They come from their place of residence to Wash 
ington? 

General Hersney. That is right. However, Mr. Paul Griffith does 
not get any travel because he lives here. 

Mr. Corron. “Communication services,’’ that is the telephone bill? 

General Hersuey. Yes, sir. 

Mr. Corron. And they do not pay any rent. Where do they hold 
forth? 

General Hersney. They stay with us. We have not charged them 
any rent, because we do not pay rent. 

Mr. Corron. Do they print reports to show what cases they have 
acted upon? 

Colonel ILirr. They publish material that is prepared for their own 
use, and they use stationery, and so forth. 

Mr. Corron. Supplies and materials, is that the same thing? 

Colonel Ittrr. That would be office supplies and materials. 

Mr. Corron. What is the equipment? Furniture or automobiles 
or what? 

General Hersuny. Typewriters, chairs might be included and 
desks. No automobiles. 


FRAVEL LIMITATION 


Mr. Corron. Let us return for a moment in order to get the record 
straight on this 10-percent reduction and limitation on overall travel 
that you mentioned 

General Hersuey. I will have to check on that from my records, 
unless some of the staff has it, but I am certain that there was an 
overall 10-percent reduction placed against all travel. 

Mr. Corron. Do you mean all travel of those agencies that come 
under the Independent Offices Subcommittee? 

General Hersuey. That is right. 

Crierk. No, sir; | do not think so. 

General Hersuey. If we are wrong, we are wrong, but we have 
certainly observed it. 

(The following statement explains the situation: ) 

The Selective Service System was originally appropriated for the fiscal year 
1952 a total of $30,154,000 (p. 9, Public Law 253, 82d Cong.), of which not 
exceeding $1,856,000 could be used for expenses of national administration, plan 
ning, training, and records management and not exceeding $6,454,000 for expenses 
of State administration, planning, training, and records servicing. The act neither 
in the specific appropriation language nor in the general provisions limited the 
amount of funds to be obligated for travel expense except by the overall limitation 
The act was cited as the Supplemental Appropriation Act, 1952. 

There was later appropriated for the System an additional amount of 
$2,955,000, $100,000 of which was immediately carried to the surplus fund in 
accordance with section 1303 of the act (Public Law 375, 82d Cong., cited as th 
Third Supplemental Appropriation Act, 1952). The specific appropriation lan 
guage increased the limitation for national administration, planning, training, 
and records management from $1,856,000 to $2,042,000, and for State administra- 
tion, planning, training, and records servicing from $6,454,000 to $7,350,000. 
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ain no specific limitation was placed on travel nor was it limited in the general 
ovisions. 

For the fiscal year 1953 the System was appropriated a total of $36,772,000 
Public Law 455, 82d Cong., cited as the Independent Offices Appropriation Act, 
13). Of this amount not to exceed $78,125 was for expenses of travel for na- 
onal administration, planning, training, and records management, and not to 
ceed $408,925 for expenses of travel for State administration, planning, trai 


me 


d records servicing While local board administrative travel was not speci 


limited in the appropriation language, it was considered to be limited to the 
ount requested for such purpose by the provisions of section 103 of the act 
ich provide that ‘‘Where appropriations in this title are expendable for travel 
penses of employees and no specific limitation has been placed thereon, the 
penditures for such travel expenses may not exceed the amount set forth therefor 
the budget estimates submitted for the appropriations.’ 
I note ater checking the records my t 


‘sstimony regarding 1953 was based on 
memory of 1952. 


Mr. Corron. It is an excellent idea and if it was not pul into effect, 
perhaps we would consider it this year. 
General Hersuey. Yes, sir. 


SELECTER TRAVEL 


Mr. Jonas. General, you have indicated two instances in which 
money might be saved with a different sort of operation. 

General Hersuey. Yes, sir. 

Mr. Jonas. That is in selectee travel and the National Appeals 
Board. Are there any other items in the operation that out of your 
past experience you think might be eliminated and bring about a 
saving of money? 

General Hersuey. Well, we have one problem which we have 
vorked along with and I did not recommend it to the Bureau of the 
Budget, and that ts the question of when the agencies of Government 
and Congress are going to make up their minds to destroy the records 
of World War II. That will not save any money this vear, and what 

will save in the years ahead is somewhat problematical, but you 

‘lease a lot of filing cases that have a very nice value and not too 
nuch worth, but just the same it sounds good to remove them and it 
does save space, but we do have on hand something over 50 million 
jackets of World War ILI. 

One of the difficulties has been that whenever you try to destroy 
them, you have some agency that wants some particular part of 
some particular man’s record. I have always stood out against 
reaking the records up, whether we kept them or destroyed them, 
because I do not believe any registrant who gave us his life’s history 
ind the things in it to us for the purpose of letting us decide whether 
he should be in service or not, should be charged by some future gen- 
eration on one sheet that somebody tore out of his record and burn 
the rest of it up. 

Mr. Corron. Do you have the authority to destroy them? 

General Hersuey. I have the right to destroy those that have 
been cleared for destruction. 

Mr. Corton. Under the act? 

General Hersury. The act, I think, says if I conform to the act 
of 1943, that I can destroy anything that I want to. That is the 1943 
act. The only reason that was put in there for was so somebody else 
would not burn up any record and Congress was nice to me and they 
put this in there to keep somebody else from destroying them. 


32490—53—pt. 1——-_19 





Mr. Yates. General, have you been mistreating Colonel Armstron 
and his group in Illinois, or has this committee been doing it. What 
is the story on travel expenses? 

General Hersney. That is a very large State and the city of Chi 
cago is clear up in the north end of it and to get anybody down to th: 
south end takes money and he has not had the money to send people 
up to hold a number of local board meetings that I think he think: 
he should and I have no evidence to make me believe that he is not 
right in thinking so, but that would apply to about 95 percent of m) 
other directors. 

Mr. Yates. Are you providing for the work in the State of Illinois 
the proportionate share of travel money that Illinois receives out of 
the travel allocation for the entire country? 

General Hersury. That is right. I have felt, and there is som: 
debate there, on whether you ought to have your local board meetings 
I have always felt that part of putting out of the information was in 
those meetings. I have thought that officers ought to visit out of 
State headquarters once or twice a year and visit with the local 
boards, but the money is not sufficient to do that. I am not par 
ticularly kicking about it, but we operate on the theory of unpaid 
personnel and our management is a little different than that of paid 
personnel, and to have them know you and you know them and 
understand you and you understand them is very important. I hav 
a great deal of sympathy for Colonel Armstrong, but I have also tried 
pretty hard to do less than I thought we should, because I know w: 
all want to reduce expenses, and our agency has not been unaware 
of economy for a very long time and that is one reason we make a 
poor showing now, because we do not have much fat to cut off. 


SMALL TURNOVER AMONG MEMBERSHIP OF LOCAL BOARDS 


Mr. Yares. How much of a turnover is there among the members 
of the local boards? 

General Hersuery. Unfortunately, it is increasing. 

Mr. Yates. When you say “increasing”, what was it, and what is 
it now? 


(Note.—Record shows for the first 6 months of fiscal year 1953 it is less thar 
6.1 percent.) 

General Hersuey. I would say, offhand, that it is about 5 or 10 
percent a year. We are very proud of “ fact that we have had a 
great number of people who have 10-year certificates, but many o! 
them are aging and tiring and many of the m have felt they have stood 
it, as they say, about as long as they can. That is one of the problems 
that costs us more money and one of the reasons I am overly sensitive 
about taking clerks away from many of the boards, and I am very 
sensitive about the very thing you bring up about Colonel Armstrong 
and I am very sensitive about telling the State directors they cannot 
have money to keep their local board members together. 

Mr. Yates. What is the situation with respect to the appeal boards? 
Is there a comparable ration of turnover? 

General Hersuey. I would not think so, because, in the first place, 
you see you probably have only one in each judicial district. I do 
not believe that our appeal boards have been giving us very much 
trouble. Appeal boards have a little better position in the first plac 
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and when he makes up his mind, it does not cost him anything. 
When a local board defers somebody, they take somebody else up and 
they are always with their nose to the grindstone. 

Mr. Yares. There is a relationship between this increased turnover 
and the amount of money you have to spend for indoctrination and, 
therefore, for travel; is there not? 

General Hersury. Yes, sir. I do not think there is any question 
about that, but at the same time, however, our local board people 
have to go through on a limited scale the same anguish that other 
people who are involved have to go through. ‘They have all the neces 
sity of sending a limited number of people to a war and it makes it a 
tough job for them, and we feel one of the ways we have kept them is 
by letting our State people get out to talk to them. One of the respon- 
sibilities of the Director of Selective Serv ice, | believe, is to travel. I 
believe he should be in every State headquarters at least once every 2 
years. I do not make it, but it is important to see the people in the 
headquarters and to see them in there where they work. It is part of 
trying to keep an organization together that believes in each other and 
understands and knows each other, but it does take some money 


NUMBER OF LAWYERS 


Mr. Yares. General, a few minutes ago you mentioned the fact 
that you had a small agency, and in looking over this chart that ap- 
pears on the first page, | am impressed with the number of lawyers 
you have. You have 13 lawyers to do the legal work. Is that not 
too many? 

Colonel Itirr. Thirteen in where? 

Mr. Yares. In the Office of the General Counsel. Are all those 
lawyers needed? What do they do? 

Colonel Iuirr. They are not all lawyers. That includes the clerks 
and everybody else. 

Mr. Yates. What do the clerks do then? How many are clerks 
and how many are lawyers in the Office of the General Counsel? 

General HersHey. You have 6 lawyers and 7 clerks. All regula- 
tions that the President of the United States eventually signs which 
deal with the changes of the law and regulations, that have to do with 
the operation of the Selective Service System, while they are not signed 
in the way they are drawn, they are initially drawn in the Selective 
Service and all the regulations which we have the right to issue and 
publish are drawn in the legal department of Selective Service. There 
are a great many opinions drawn in that department. 

Mr. Yares. There are such things as formal opinions coming out 
of your office. 

General Hersury. Well, not if I can help it; there are occasionally 
We are frequently requested for information about different things 
and, for instance, vou will be asked for advice about junior colleges 
and you will have a local board ask a State headquarters, ‘Is this 
school over here similar to a university?” and that winds up even 
tually in our chief legal office and he has got to make up his mind 
on the intent of Congress when it wrote the law. 

Mr. Yarrs. They are not all doing just strictly legal work and 
they might be businessmen, or is not the fact they are lawyers 
incidental? 
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General Hersueny. No, he is working in the legal departme nt 

Mr. Yares. This is the Office of the General Counsel? 

General Hersuey. Yes, sir. All of the drafting in our system 
done in the General Counsel’s Office. I have no other place to . 
drafting and to draft regulations and local board memoranda and 
instructions to State directors, and what not. They have to conforn 
to a legal pattern and, therefore, the drafting is done in these lay 
offices. 

Another thing that probably we should not do, but if we are going 
to get convictions for violations of the law, quite a lot of the briefing 
that the United States Attorney is going to use has to be done in that 
Office, and occasionally, when we have any money, we do send them 
out sometimes to help in the preparation of rather difficult cases 
because you can get some pretty bad law sometimes if a case gets up 
for trial without having it prepared properly 

It is a little too much to ask the ordinary Assistant United States 
Attorney to become an authority on a rather peculiar law which we 
have, and especially this is true in trying to defer these special regis- 
trants. You have had one of them out in Chicago that has challenged 
the constitutionality of the special registrant draft, and our lawyers 
get stuck with that. 

All of the contact with the Department of State that has to do 
with aliens is carried out by the General Counsel. There are some 
other things, such as erroneous inductions which are handled by 
them and the reports back from them and the delinquencies are 
always the responsibility of that Office. We do not have anyone 
else. 

Mr. Yates. What is the difference between the work done by the 
Communications and Records Division, the Administrative Division, 
and the Research and Statistics Division? 

General Hersuey. The Communications and Records Division 
has also the responsibility for these 50 million jackets. 

Mr. Yates. In other words, if the jackets are destroyed this Divi- 
sion goes out, or part of it? 

General Hersury. Yes. That is the only place we make any sav- 
ings in 1 or 2 clerks in each headquarters that have to do with using 
the records and in the national headquarters, and any sort of mail 
involving an ordinary routine question is handled there. If it gets 
into a legislative question or a legal, technical, or manpower question 
then we have to get it out of Communications and Records, because 
they keep the rec -ords. 

Now, the Administrative Division is our housekee sping division. 

Mr. Yates. Mr. Chairman, that is all of the questions I have to 
ask at this time 

Mr. Jonas. General, are there any other observations, or com- 
ments, or suggestions that you would like to make? 

General Hersury. No, sir. 

Mr. Jonas. Thank you, sir. 
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Revisep Bupeer Estimates 


WITNESSES 


MAJ. GEN. LEWIS B. HERSHEY, DIRECTOR OF SELECTIVE SERIVICE 

cOL. BERNARD T. FRANCK III, CHIEF LEGISLATIVE AND LIAISON 
OFFICER 

cOL. WILLIAM §. ILIFF, JR., ASSISTANT TO THE DIRECTOR 

BRIG. GEN. CHARLES R. FOX, ADJUTANT GENERAL FOR STATE OF 
WEST VIRGINIA, AND DIRECTOR OF SELECTIVE SERVICE FOR 
STATE OF WEST VIRGINIA 

BRIG. GEN. HEBER L. EDWARDS, ADJUTANT GENERAL FOR STATE 
OF NORTH DAKOTA, AND DIRECTOR OF SELECTIVE SERVICE 
FOR STATE OF NORTH DAKOTA 

JOHN H. GREENAWAY, DIRECTOR OF SELECTIVE SERVICE FOR 
STATE OF NEW HAMPSHIRE 

COL. KENNETH H. LEITCH, DIRECTOR OF SELECTIVE SERVICE 
FOR STATE OF CALIFORNIA 


Mr. Puitures. We have with us this afternoon our old friend, 
Maj. Gen. Lewis B. Hershey, and from his staff, Colonel Franck 
and Colonel Lliff, to present to us their budget request for fiscal 
1954 for the Selective Service System. And General Hershey has 
brought with him representatives—the Adjutant General for the 
State of West Virginia, General Fox; the Adjutant General for the 
State of North Dakota, General Edwards; the Selective Service 
Director for the State of New Hampshire, Mr. Greenaway; and the 
Director of Selective Service for California, Colonel Leitch. 

By a peculiar coincidence three of these gentlemen are from the 
States from which the members of this subcommittee come. 

General Hersuey. We have some more but we did not bring 
them all. 

Mr. Pariures. We are glad to see all of you gentlemen. 


JUSTIFICATION OF Revisep BupGcet Estimates 


I will put in the record at this point the table which appears on 
pages 13, 14 and 15 of the justification, which show that the original 
budget request for next year for selective service was $34,400,000, 
and that is reduced in the revised budget to $29,920,000. We will 
also put in the record the general statement submitted by General 
Hershey. 

(The information referred to is as follows:) 
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PALARIES AND EXPENSES, SELECTIVE SERVICE SYSTEM 


Analysis of expenditures 


1953 Original Revised Differen 
1954 1954 reducti 


Unliquidated obligations, start of year $5, 248, 838 $6, 062, 478 $6, 062, 478 | 
Adjustment in obligations of prior years si 
Obligations incurred during the year- 36, 772, 000 34, 400, 000 $4, 480) 


, 020, 838 40, 462, 478 35, 982, 478 4, 480, 000 
Deduct: . | 
Unliquidated obligations, end of year 5, 062, 478 5, 710, 478 5, 580, 500 
Obligated balance carried to certified claims 
account. ane anne 


| 
; 
| 


Total expenditures____-_-- ; oad 35, 958,360 | 34,752,000 | , 401, 978 
Expenditures are distributed as follows: 
Out of current authorizations _ _- cake , 888, 060 28, 896, 000 , 614, 978 


Out of prior authorizations. 070,300 | 5, 856, 000 5, 787, 000 | 


Obligations by activities 


Original, Revised, 


Description 1954 1954 


DIRECT OBLIGATIONS 


National administration, planning, train- 
ng, and records management $1, 847, 150 $1, 863, 200 

State administration, planning, training, 
rds servicing 6, 565, 432 6, 501, 700 


lassification, and induction 28, 051, 718 


1 Advisory Committee on 
e Selection of Doctors, Dentists, 
1 Allied Specialists 215, 200 265,000 | 
ional Selective Service Appeal 
Board 92, 500 92, 500 | 92, 500 


ligations . 36, 772, 000 34, 400, 000 29, 920,000 | 


This item plus, all others are reductions 


Obligations by objects 


oe 


-_ . . 3 as ‘ i ffarence 
Object classification Original, 1954| Revised, 1954 Difference 


reduction 


DIRECT OBLIGATIONS | | 


01 Personal services. -.- $25,090,610 | $24,325,065 | $23, 840, 250 
02=\Travel 
Administrative travel ‘i 903, 825 | 1,056, 375 838, 875 
Selectee travel ___- _| 8,500,000 6, 281, 600 2, 954, 000 
03“ fransportation of things ----- 54, 78, 000 , 100 | 
04 * Communication services iets 526, 6 729, 000 | 566, 000 
05 Rents and utility services__- ie ae : : 502, 860 5, 500 
06 Printing and reproduction. cas 202, 500 233, 325 32, 800 
07 & Other contractual services 
Other a3 204, 750 245, 000 52, 500 
Student testing program - — 400, 000 400, 000 , 000 ‘ 
08 Supplies and materials---- 164, 600 231, 500 , 500 84, 000 
09 Equipment : ‘ee 11, 500 109, 300 56, 500 | 42, 800 
15 ‘Taxes and assessments. -_-..- 217, 125 207, 975 2, 975 | 5, 000 


Total obligations —_ . 36, 772, 000 34, 400, 000 29, 920, 000 4, 480, 000 


GENERAL STATEMENT (REVISED) 
There is submitted herewith the justification for the revised request with whicl 
to operate the Selective Service System, the National Selective Service Appeal 


Board, and the National Advisory Committee on Selection of Physicians, Dentists 
and Allied Specialists. 
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The Selective Service System is organized to carry out the primary functions 

f registration, classification, selection, and presentation for induction in the 
\{rmed Forces of the men necessary for maintenance of those forces at the deter- 
ined strength. The collateral functions of administration, planning, training 
und records management are also performed by this agency. 

The size of the group or pool of potentially liable men is a vital factor affecting 
he cost of the operations of selective service. Since the revival of calls in August 
950, this pool was reduced with each passing month until June 1951 when the 

anges in the law made available for service, men 18% to 19 years of age not 
reviously liable; and married men with wives only who were formerly deferred 
ere made available unless they could establish a claim of extreme hardship. 
During the fiscal year 1952 there were enough men added to the pool by means 
if these changes to make the total available for service at the end of fiscal 1952 
ipproximately the same as that at the beginning. 

It is estimated that on the basis of our present law and regulations, the pool of 
nen available for service will have shrunk to approximately 400,000 by June 30, 
953. The Bureau of Labor Statistics provided figures upon which this request is 

ased. These figures assume additions to the available pool which will not further 
leplete the pool below the 400,000 provided the calls are levied on a uniform 

onthly pattern in the fiscal year 1954 for the men estimated to be required to 
aintain the Armed Forces at the revised levels of total strength. 

The fiscal requirements for carrying out the primary functions of registration, 
lassification, selection, and presentation for induction are governed by the 

imber of men to be registered, the number of classification actions, including 
ippeals, necessary to provide for the selection, processing, and forwarding for 
nduction of men to meet the requirements of the Armed Forces, and those steps 
vhich are necessary for the special actions required in the handling of conscientious 

bjectors. 

The estimated number of new registrations to be made during fiscal year 1954 
s 1,258,000. However, this does not mean that this number will be available for 
processing for service. The estimated number of men liable for induction which 
will be required by the Armed Forces in fiscal year 1954 is 457,000. Of these it 

estimated that 150,000 will be enlisted, thereby saving the Selective Service 
System the cost of presentation for induction of those men so enlisted. Ex- 
perience has shown that the other costs are normally acquired prior to the enlist- 
ment. To provide 457,000 men for the Armed Forces by induction and enlist- 
ment from those liable under the law, it is estimated that it will require 5,780,000 
classification actions. It will require 660,000 to be forwarded for the Armed 
Forces physical examination and there will be prepared for induction 461,000 men 
of which 323,000 will be forwarded for induction. 

Due to the limited appropriation of 1953, the conscientious objector program 
vill still be running at a relatively high expense in 1954. The cost of the appren- 
tice program first felt in 1953 will be a continuing one in 1954. 

Executive Orders No. 10166 and No. 10185 created the National Advisory 
Committee on the Selection of Physicians, Dentists, and Allied Specialists pursuant 
to section 4 (j) of the Universal Military Training and Service Act of 1951, as 
amended. Sections 4 (i) and 4 (j) of the act will expire June 30, 1953. In view 
of the passage by the House of Representatives on May 13 of H. R. 4495 extending 
the authority to induct physicians, dentists, and allied specialists, this budget 
includes a request for funds to operate the Committee which was required by 
Executive Order No. 10166. 

Executive Order No. 9988 created the National Selective Service Appeal Board. 
Under this order the Selective Service System is required to furnish funds for its 
operation and provision is included herein. 

The reductions in the revised request are based on the reduction of call require- 
ments due to an overall reduction in the strength of the Armed Forces and the as- 
sumption that permission will be granted to dispose of a substantial part of the 
records accumulated under the Selective Training and Service Act of 1940, as 
amended. These records have been retained and serviced in compliance with 
section 10 (a) (4) of the Universal Military Training and Service Act of 1951, as 
amended (Public Law 51, 82d Cong.). The revised estimate would require that 
lisposal be accomplished without additional expense by February 1954 and 
thereafter service of these records would cease. 

The net reduction of $4,480,000 represents a 13-percent reduction from the 
amount requested in the original request. Projects 10, 20, and 30, however, are 
reduced by $4,745,000, or approximately 14 percent of the original request for 
these projects. Funds were not included in the original request for project 40—A, 
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Due to the passage by the House of Representatives of H. R. 4495 on May 
however, the revised request includes $265,000 requested for this project 

The amount in the revised request represents a reduction of approximat 
19 percent in the amount appropriated for 1953. 

The original request for funds for fiscal year 1954 was based on figures f 
nished by the Bureau of Labor Statistics to the Bureau of the Budget for 450,000 
induction calls for the year. It provided for funds to support such ealls ev 
though the same report included an estimate of calls of 590,000 for fiscal vear 
1955. The recent reduction contemplated in the overall strength of the Arm 
Forces, upon which this request is based, would all occur in fiscal year 19) 
and the estimate of the call of 590,000 for fiscal vear 1955 in Report No. 18 of 
the Bureau of Labor Statistics would still stand. In the case of the origina 
estimate and the revision, the contemplated staffing pattern is for an organiza 
tion to produce the necessary men at a substantially even rate by months. Ca 
are based on a monthly basis. In fiscal year 1952, the highest month’s call wa 
597 percent of the lowest month’s call. These are the inductees being releas: 
in fiseal year 1954. In fiscal year 1953, the highest call was 183 percent. of the 
lowest month’s call 

Induction actually takes place at the local boards and it is not possible t: 
increase and decrease the size of the force at over 3,900 places to accommodat: 
fluctuations \ certain state of readiness must be preserved in order to perform 
the primary mission of furnishing men to the Armed Forces in the numbers 
required to fill the monthly calls. In view of calls being anticipated for 1955 
of 590,000, which is in excess of calls placed this vear, it is highly *‘mportant that 
the strength of compensated personnel at local boards be maintained. 


GENERAL STATEMENT 


General Hersney. We are in a rather peculiar position over her 
asking for you to reduce our budget. That is a new experience 
I do want to point out just one or two things. 

The big element in this reduction so far as we are concerned is 
the reduction in calls, allegedly a reduction of about half of th: 


numbers we are going to have to furnish for the Armed Forces. 

The thing we find ourselves almost embarrassed about is that most 
people judge us by the number of people we put at the induction 
station. Unfortunately, the law lays on us a great many other 
obligations, and we have to spend about 85 percent of our money. 
as near as we can figure it, if we did not have any calls, if we carried 
out the rest of the law, which is to register, classify, and be prepared 
to deliver. So even if the call is cut down in half, and if 20 percent 
of the full call was out of our appropriations, I am afraid we could not 
cut the amount of money spent quite in half due to the fact that a 
call has to be sent out whether we put 3 names on it or 2, or 4 rather 
than 8. You have to make the paper, and whether you send a letter 
that asks for 8 people or 10 people does not make too much difference. 

However, as you can see, this has been reduced a very substantia! 
amount, almost $4% million. 

I do want to point out that there are a couple of things that have 
happened since this budget has been sent over here. We are not here 
to try to get you to extend it because that is not customary, but to 
bring out how desperately minimum it is, that we can only carry out 
the minimum needs with the money we get. 

I want to point out that the doctor’s draft is practically a law, and 
while there is in this budget $265,000 for our advisers, there is not any 
money in it for ourselves, and we figure it will cost $775,000 to operate 
this doctor’s draft. 

Mr. Puiiurps. In addition to the $265,000? 
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General Hersurey. We get none of that. That goes to the Presi- 
dential advisory board, merely people who try to tell us how to run our 
business. 

Mr. Jonas. You mean the advisory boards in the States? 

General Hersuey. And the national. Dr. Rusk here, and in the 
States and in the communities, all of those are charged against our 
appropriation, and we spend it, but they are not a part of our system 
and not responsible to us, and we hope we are not responsible to them. 

Sut that is another proposition. 

The second thing I want to cal! attention to is the new security 
Executive order, which I hope we can find ways to provide all of the 
objectives of that security order without getting involved in all of the 
implications that seem to be now upon us. For instance, every sensi- 
tive position will cost at least $250 out of our appropriation to have 
a full-fledged investigation made. The director is going to have to 
ise every effort he can. 

Mr. Patuuies. Who makes that for you? 

General Hersutry. We have to ask Civil Service, and they get Civil 
Service and FBI. That does not involve any of the security checks 
which somebody has got to make, if we make them on other employees. 
| am going to try to keep the sensitive positions to an absolute mini- 
mum, and even less. I do not know how much criticism I am going to 
un into. Ihave yet to solve the problem of how we are going to get 
security on 40,000 unpaid people. 

Mr. Puiuures. Are you required to do all this for all your local 
boards? 

General Hersuey. I am going to try to find a little chink that will 
permit me to push that responsibility onto the governors of the states, 
so that when he recommends somebody to me he will be accepted as a 
proper security risk. Otherwise we are going to be in an impossible 
position. 

Mr. Puitiurps. What is the urgency of this rigid security on + ge 
particular local level? By the time your orders have gone out to ¢ 
certain number of people you can read them in any newspaper 

General Hersurey. Yes; but you see security involves a great deal 
more than secret papers. It involves the behavior of any govern- 
mental official so that it in no way casts any reflection on the Federal 
Government because that tends to be a loss of security. I am not 
thinking we are going to have to have a million dollars, but there is no 
money in the budget, and we are just going to have to find it. 

I would like to say one more thing and I am through. 

We made a survey since we knew we were coming up here, and as 
vou know, we have about 4,000 local boards. Right now 618 of those 
local boards out of 4,000 are running with less than a clerk a day. 
We can hire a clerk only part of a week—618 out of the 4,000; 1,574 
more have only 1 clerk, and any day that clerk is sick, any day that 
clerk is on leave, where the replacement comes from is not very 
apparent. That leaves 2,192 boards out of the 4,000, just under that, 
that have either 1 clerk or less; 631 more have 1 full time and a part- 
time clerk; 864 have 2 or more full-time clerks and no part time; 
185 have 2 or more fuli time and some part time. Out of the 4,000 
boards we have got around 200 that are very much above 2 clerks. 
So we think we are down about as far as we can go on personnel. 
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Of this money that was taken away from us, we lost $3,330,000 
approximately out of the inductee travel. I would not even mention 
it because if we have to have more, we will be back. In other words, 
if they order us to furnish not 250,000 but 400,000 inductees, we are 
just going to have to come back because that is a fixed charge. They 
either go or they don’t. 

There is, however, less than $24 million in personnel, and I am very 
low at the present time, and I am going to have to go some 50 or 60 
positions lower under this budget, and that is getting very near the 
wreducible. 

Obviously we would wish we bad the total amount of this money 
and did not have to use $265,000 to give us advice that sometimes we 
think we can get along without, and sometimes we think it costs us 
money even to take it in addition to what is already there. That is 
not the way it is put in there. So I say no more about it except that 

We have cuts of $217,000 in administrative travel, and it is not 
getting easier to get men to accept local board appointments after 
people resign. Telephone calls are not as proficient as they once 
were, and you cannot travel in these larger States like California and 
Texas and Pennsylvania and others without going quite a way from 
the State capital. 

TRAVEL 


Mr. Yates. Are you asking for more money for travel? 

General Hersuny. No, we are asking for $217,000 less than we had 
the last time we were over here, and I think you asked me at that time 
and I said that was not enough for the State of Illinois to get down into 
that southern part. They may have to cede that to Missouri or 
Kentucky maybe. 

Mr. Yarrs. Who cut you $217,000, the Bureau of the Budget? 

General Hersuey. That is right. 

Mr. Yates. How are you going to do the job? 

General Hersuey. The best I can with the means I have at hand. 

Sut L just got to warn that we are going to be restricted, but I am not 
authorized to ask for any more than I am asking for, and I am just 
saying that some of the possibilities are. $217,000 less than what we 
had the last time, which was about $800,000, I believe. 

Mr. Paiuuies. You had $903,825 for the current year. 

General Hersney. Yes. 

Mr. Pxinures. And your request for next year will be $838,875, 
which is about $62,000 less than you spent this year. 

General Hersuny. Yes, but it is $217,000 less than what was in the 
other budget. 

Mr. Puinures. That is correct. 

General Hersury. That is all I have to say, Mr. Chairman about 
the budget. 

Mr. Puiuurps. Thank you, General Hershey. 

General Hersuey. I did bring along these State directors because 
so many times when I have come here you have put your fingers on 
many important things about which I did not obviously know as 
much as I should. Not obviously because of the job, but I obviously 
did not know it. I have them along, and anything you want to know 
about how we operate out in the States, they are here and are available. 





PERSONAL SERVICES 


Mr. Puitires. How many employees do you have at the present 
time? How many do you contemplate having for 1954 fiscal? 

General Hersury. Revised is 7,325. However, there are funds to 

fill only 6,895 permanent positions. There are 525 full-time equiva- 
lent of all part-time positions, which makes an average number of 
7,420. At the present time, April 30, the last date we had 

Colonel Itirr. We had the equivalent of 7,478 full time. 

General Hersuey. We had fifty-some more than this. 

How many did we actually have April 30? As I remember it, we 
had 58 positions, something like that, more on April 30 than we have 

xt year. 

Mr. Puiuurrs. Well, seeing that you have a material reduction in 
at least one part of your job, that gives you pretty good employment 
for next year. And your salaries remain the same and the grades 

emain about the same. 

General Hersney. I would like to comment on the fact that the 
job is reduced. We are very much like a fireman. Any fireman that 
gets his salary tied to the amount of water he squirts in any 1 
month is going to be in a very difficult position and is almost going to 
be forced to go out setting fires in order to make a living, and | 
certainly don’t want to be in that position. 

Mr. Putuurrps. Maybe it could be tied, though, to the fact that the 
people who are living in the community have left for California, and 
that does not require quite so many fire stations. 

General Hursuey. Unfortunately, that is one of the troubles; they 
are going to California and other places, and then I not only have to 
keep track of them where they are registered, I have to set up a trans- 
fer board. For instance, if we could keep the Puerto Ricans from 
going from New York—this morning I was talking to the State director 

New York, and he is getting not only thousands, but tens and 
hundreds of thousands of Puerto Ricans already registered elsewhere, 
and they come up there and they have to have a transfer, And we 
have to issue our regulations in Spanish in the city of New York. 

Mr. Corron. You mean you have to register as many people 
regardless of how many you call? 

General Hursuny. Exactly, and classify as many, because the law 
says classify them. 

Colonel Leitch happens to have done quite a little bit of work 
down there. If you do not try to find out at least once a year where 
people are in any one class, you will find that the employers, the 
colleges, the ROTC’s have not told you of the changes. I think his 
experience would show 20 or 25 percent. 

 Gotemal Lerrcu. In 15 months you would have a recovery from 8 

» 10 percent on each class you review. 

General Hersuery. Into I-A. That does not count what might 
go into other deferred classes. 

Colonel Lerrcu. That is right. That information can only be 
secured by sending each one of the registrants in a particular class 
a new form to fill out. 

I will use class III-A for an example. We send out about 75,000 
forms, and when we get them back it is up to the clerks to look at 





them to see if there has been any change in their marital status 
And there will be evasions, and of course they are not going to report 
to the local board. There will be a lot of cases where registrant have 
told the local boards their wives were pregnant, but the child never 
comes forth. I suppose the diagnosis was made too early. But they 
don’t come back and tell the local board the child was not born, 

In the case of Reserve units they do not report back that men are 
not attending drill, or men have left the unit. According to law, all 
of these things are supposed to be reported, but they are not; and it js 
up to the board to go and continually make inquiries. 

Mr. Putuuies. The general’s statement intrigues me a little bit 
How many languages do you have to publish these regulations and 
questionnaires in? 

General HersHey. We have published them in only two languages 
However, at the time we are trying to advertise something in New 
York City, we, at times, have on the radio as many as 22 languages in 
New York City alone, in trying to tell people where to go to register, 
and 1 thing and another in different languages. 

Mr. Corron. The two languages are English and Spanish? 

General Hersuey. English and Spanish. In Puerto Rico we have 
to translate evervthing down there. And in New York it is getting to 
where we cannot run a transfer board in New York without Spanish- 
speaking people there. Otherwise, they cannot talk to the people, 
because the Puerto Rican exodus out of Puerto Rico into New York 
is terrifically high. 

Mr. Puiuurps. Then the general reduction indicated by the reduc- 
tion of $4,480,000 is largely taken in the selectee travel. 

General Hersuey. About 75 percent; $3,330,000. 


NATIONAL ADVISORY COMMITTEE ON SELECTION OF DOCTORS, DENTISTS 
AND ALLIED SPECIALISTS 


Mr. Puiuurps. And there is a little offsetting item which was not in 
the original budget request for $265,000. Will you explain that a 
little more fully, General? 

General Hersuny. The $265,000 in this budget is for the use of the 
advisory committee established by the Congress and appointed by 
the President, and responsible to the President, who are put on oul 
payroll because there is not any other administrative place to put 
them. They are the people who on the National, State, and local 
level advise us as to the availability or essentiality of every physician 
and dentist. Tl heir clerks, their travel, and all that sort of thing 
are completely controlled by them. All we have invested here in 
Washington is two rooms in our building, which we could use if w 
did not have them in there. They do have some additional space over 
in another building, but they are not an administrative part of 
They are merely like the Presidential Appeal Board attached to us 
for rations and pay. Therefore, they got $265,000 to administer a 
law which we have got to administer out of what we got, because we 
were not allowed to ask initially for money because the bill had not 
passed. It has not passed as yet, but at least it has passed the House 
and gone to the Senate and it is going to be up tomorrow afternoon 
over there. 

Mr. Jonas. How long has that board been set up? 
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General HersHeEy. When the doctors’ draft went in on September 9, 
1950. 

Mr. Jonas. It came in with the doctors’ draft? 

General Hersney. Yes. 

Mr. Jonas. They have been full time? 

Cm Hrrsury. They have clerks in each State. They have 

r 3 clerks in national headquarters here. They have one physician 
th at is on full time here, but otherwise they are allegedly unpaid people, 
but when they travel, they travel on funds and the “Vv travel per diem. 

Mr. Puiiuies. Mr. Jonas, the board would have expired with the 
end of the act on June 30 of this year, and the new act setting up this 

board carries it on from there. Does it take over the same board 
or is there to be a reappointment? 

General Hersuey. Well 

Mr. Puiuures. The act does not provide? 

General Hersuey. No, | suspect they would remain about con- 
stant from what little observation I have. I think Dr. Rusk went 
to Korea, I believe, for the President, but he came over to the Govy- 
ernor’s conference and he had seen the President already. I think 
probably the same. 

Mr. Corron. This situation was not contemplated in your budget 
at the time it was considered by the Bureau of the Budget; is that 
night? 

General Hersury. When we went the first time, obviously, they 
would not let us put it in, and it has been a little bit of scrambling 
on this. I would rather have Colonel Iliff say anything he might. 
| do not want to leave you with a wrong impression, but all of the 
factors went into the budget. Do you know what was cut out? 

Colonel Iuirr. That is difficult. They give us many allowances, 
you know, and it is pretty difficult to find out where the cuts are 
made. However, this $265,000 was added by the Bureau of the 
Budget in their submission of the allowance in May. Our actual 
cost of administration of this thing, probably they allowed some- 
thing for it, but I think they failed to recognize we are now under ¢ 
priority 3 group of doctors. They are not the ones deferred + wer 
the war or the ones educated at Government expense. And the 
increasing cost on that is such that we figure roughly it costs us about 
three-quarters of a million dollars over and above the $265,000 
committee funds. If we did not have the doctor draft, we could 
save that money. 

General Hersuey. It is a little hard to guess right now how the 
bill will come out. However, it looks as though it will require the 
reclassification of every priority 2, because the time he had to serve is 
changed from 21 months back to 17, and it is in both bills now at 17, 
so it is not controversial, 

Therefore, what is going to happen? First, we will have to reclassify 
every priority 2 doctor who has not gone. Next, the Armed Forces 
will have to discharge every priority 2 doctor they have, who qualified 
under the new bill, and the Navy will have to let off from service 
every such priority 2 doctor that is now in reserve of which they have 
a large number. Also under this bill the cases of many of those in the 
other three priorities must be reconsidered. 

You say what has that got to do with me. That will mean instead 
of the doctors’ draft going down, as it looked, it is going up very 
rapidly because all of those men are going to have to be replaced. 
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We are the ones that are going to have to process the people to replace 
them. It is inevitable. I can’t tell you whether it is going to be a 
thousand or three thousand. Iam afraid they will easily lose several] 
hundred that they expected to serve for the next year because some of 
the boys who hi 1d 20 months and 29 ds ays had to serve 24 months, 
and now they will be discharged immediately. 

Mr. Puruirs. At this point we will place pages 8 and 12 of 
justification in the record. 

(The tables are as follows:) 


SELECTIVE SERVICE System, Fiscat YEAR 1954 (REVISED) 


Summary 


1953 ginal, 1954\ Revised, 1954) Differer 


m, planning, train 
m : 768, 000 
1, Planning, training, 
Pe: , , 121, 000 
, and induction 28, 051, 71 25, 942 21, 673, 500 | 
mittee on the 
Dentists, and 

215, 200 


e Appeal Board 2, 500 
Total 6, 772, OOO 
SUMMARY RY OPJECTS 


Personal services 25, 090, 610 24, 325, OA5 | 23, 840, 25 
Travel—Adminitrative 903, 825 056. 375 828, 
Selectee 8, 500, 000 , 281, 600 , 954, 
Transportation of things. - - 54. 110 78, 000 53 
Communieation services. 626, 600 729, 000 666, 
Rents and utility services 36. 380 502, 860 405.5 
Printing and reproduction onagen woe 202, 500 | 233, 325 | 182, 
Other contractual services 204, 750 245, 000 162, 5 
Student testing ¥ eddie 400. 000 400.000 | 400, ae 
Supplies and materials i | 164, 600 231, 500 | 147, 5 84 
Equipment y 11, 500 | 109, 300 66, 5 42. 800 
Taxes and assessments -. wri ieeua 217, 125 207,975 | 202, 97% 5, 000 


Total 5 care j 36, 772, 000 34, 400,000 | 29, 920, 





*This item plus—all others are reductions. 


SALARIES AND EXPENSES, SELECTIVE SERvICcE SysTEM 


Obligations by objects 


1953 | Original, 1954} Revised, 1954| Difference 


} 


SUMMARY OF PERSONAL SERVICES 


Total number of permanent positions 
Full-time equivalent of all other positions... 
Average number of all employees.............-. | 


Average salaries and grades: 
General schedule grades: 
Average salary | $3, 647 $3, 759 $3, 759 
Average grade__. GS+4.4 GSs+4.4 GS—+4.4 

Crafts, protective, and cus stodial grades: 
Average salary $2, 716 $2, 794 2, 794 
Average grade CPC-2.9 CPC-2.9 CPC-2.9 
Ungraded positions: Average salary $2, 2, 845 $2, 855 $2, 855 





Personal service obligations: 
Permanent positions | $23,224,160 | $22,668,265 | $22, 335, 950 
Part-time and temporary positions | » 720, 1, 518, 200 1, 370, 300 
Regular pay in excess of 52-week base. -.-..-| 76, 650 74, 600 72, 000 2 
Payment above basic rates 64, 000 64, 000 62, 000 2, 00 








| aomoed “hs 
Total personal service obligations "95, 090, 610 24, 325, 065 23, 810, 250 484, 815 
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WORKLOAD OF LOCAL BOARDS 


Mr. KrunGer. General Edwards, of North Dakota, traveled a long 
way to come to this committee to be heard, and I think perhaps he 
has something to add to this. I would like to have you give him an 
opportunity to be heard. Iam pretty sure he is going to be brief. 

Mr. Puriuures. General Edwards 

General Epwarps. I would like to say a few things. Out in our 
State 1 have 53 local boards. We have only about 18 full-time clerks. 
We have them down to half time and even some down to 4 hours a day, 
and it is very difficult to put it down further because you cannot get 
unybody interested in working less than that. 

Another thing about the doctors’ draft. I think Congressman 
Krueger wrote me a letter about a month ago, attaching thereto a 
resolution coming out of the District medical society and what they 
were asking to get brought about was to have a special local board in 
each county on doctors and dentists. So I said, “If we do that, we 
will about double the cost of selective service.’ But they are a seg- 
ment of the people that demand a lot of our time. I will tell you that. 
And we will need all of the $265,000. They will use it up. 

Mr. Puiuitps. I will ask all of you gentlemen who are here: In 
World War Il, as compared to the present situation, how much of 
this local service did we get without salaries? Was it all paid for 
then? And how many of the offices we occupied did we get without 
rent in World War II? 

General Hersuey. You are talking about Selective Service System 
or the special board? 

Mr. Puiuitps. The whole Selective Service System. 

General Hersuey. I do not know. 

Mr. Prituips. We did not have this doctor business. 

General Hersney. We did not have it in this form, but they did 
have procurement and assignment groups that operated under 
Governor McNutt’s organization. But how they paid them, or 
whether they paid them, I don’t know. Of course, what we did 
then, we had the obligation up to age 45, and when a doctor would 
not go in they sort of told us about it, and then he did. But it was a 
little more informal than at the present time. 

I do not think there is any question that we had more space free 
during the war than we do now. However, by and large our budget 
has not very much in it for rent because you are giving to the General 
Service people, by and large, the money to provide us space. We do 
have some places that are so small they do not operate, and there 
we have to go on our own. 

Mr. Puiturres. The question was not directed to where you get 
your money, but whether we have the same expense during World 
War II. 

General Hersuey. No, because there we had so much given space, 
Not only that, but we started in early 1940 and were given quite a 
lot of space. When we terminated in 1947 other agencies did not 
terminate, and took over the space we had, and when we opened up 
in 1948 it was gone. 

Mr. Puiturps. General Edwards, have you finished your statement? 

General Epwarps. Yes, I have. 

Mr. Puruuips. General Fox. 
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General Fox. I would just like to confirm two things General 
Hershey referred to. One is the reduction in actual workload o1 
selective service in ratio to the reduction in number of men we actually 
furnish to the armed services. 

I ran a study before we came up here, and it will be quite obvious 
to you that whether you take 50,000 nationally or 10,000 nationally 
that is not going to keep a boy from becoming 18. So he must stil! 
register. The local board still must classify him. So that does not 
change any. As a matter of fact, it probably will increase classifica- 
tion problems, which is about 50 percent of our workload, because 
when a man is in . rv ice for 2 years there is no classification problem 
But put him in 1 Px enlists or is inducted, he goes out, he comes 
back, you put him | in 1—-C discharge reserve and are through with him 
If he is not inducted, Ae same man would probably have a change of 
address or reclassification. 

So the fact that we are probably reducing from 50,000 to 25,000 
nationally on call from the Army is going to reduce our workload a 
very small percentage, somewhere between 10 and 15 percent. And 
when you get one board clerk or less, one-half of one board clerk o: 
less, that is one employee in the board, and you try to reduce that 
employee 5 or 10 percent, it becomes somewhere near an irreducible 
minimum. So you cannot tie the budget to the number of people you 
are furnishing. 

Furthermore, we have already been reduced on this freeze. In my 
office alone, State headquarters, I have lost 50 percent of my people, 
not because of the freeze, but I could not replace them. I had one 
girl who left because of pregnancy, one girl who went to join her hus- 
band in Japan, one moving to California to go to work and live there 
One we had to transfer to the local board to replace down there. But, 
actually, my clerical help—-my deputy and I are going to have to get 
a typewriter and go to work because of the freeze. 

You talk about the April level assuming we are operating smoothly 
at the April level. But remember we had the freeze on since Febru- 
ary, and I cannot continue to operate efficiently at the April level. So 
that 299 is not the right story. 

Mr. Parties. What you mean is that since February 3 when the 
freeze went in you had a normal attrition, and are now at a level 
which is an abnormal level? 

General Fox. It was an abnormal attrition. We lost in that period 
more than we have lost in the past 2 vears, but you cannot stop preg- 
nancies and a lot of other things, and vou cannot stop people from 
moving to California. 

General Hersuny. We were pretty serious on the freeze in Febru- 
ary. In the first place, I froze the National and State headquarters 
absolutely. The local boards, where they only had one clerk, there 
[ short of got a little liberal and let the bars down and let them hire 
somebody. 

But the State director of Arizona was in yesterday, and he has one 
clerk left that can type in his headquarters. Of course, it is not a 
large headquarters. But some of the boys that are handling the pro- 
curement are doing the tvping because we had the freeze on them and 
had the freeze on national headquarters. 

Mr. Putuiirs. Mr. Greenaway. 
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Mr. Greenaway. | think that induction is just one factor, and the 
iw is on the books with the obligation to your citizens. And if you 

do not make it convenient to liquidate that obligation, convenience of 
registering, you are going to increase delinquencies. 

Some of our counties are sparsely populated, and it requires consider- 
able travel. I feel if we were to contract further—we have only 12 
beards in our State—-we would not be servine the communities 
properly. 

Mr. Paiuurps. I take it you do not mean by that vou anticipat 
any reduction in this budget? 

Mr. GREENAWAY. How is that? 

Mr. Paituipes. You do not anticipate any further reduction by this 
budget? 

Mr. Greenaway. | simply feel, if the budget were not granted, we 
may have to contract, as General Hershey has indicated, with person 

el. We have just 8 boards with 2 full-time clerks. 

Mr. Puituips. General Hershey is very persuasive before thi 
ommittee and has not been treated badly in the past. 

General Hersuey. | think we are going to have to reduce about 58 
people on this budget. I am not saying we are going to die doing it, 
but it is a lot easier to dip the first 2 or 3 dippers out of a small pail 
than it is to try to get the last few drops down on the bottom, and | 
am afraid we are the last drops. 

General Fox. And 58 more below 

Mr. Paiuurps. Below attrition? 

General Fox. Below where we are right now. We have to take 58 
more on the present budget if you gave us the whole thing. 

I just vave vou an example in my own headquarters The same 
thing happens in our local boards. I have a man working with a 
broken hip just because | can’t replace him, and the fellow is loyal 
enough to come out and work on crutches. 

Mr. Corron. I assume that all of these difficulties that you hav 
referred to us have been presented to the Bureau of the Budget except, 
perhaps, this doctor business, which is only new? 


SECURITY INVESTIGATIONS 


General Hershey. And security. Ido not think the security got to 
the Budget at all. In fact, I am just issuing the order today. But 
| had to issue it today because today is the last day I can issue it. 

I have a little peculiar problem. Security was not written for us, 
because there is not any other agency in Government that goes 
around operating on 90-some-percent unpaid people. But yet there 
are no exceptions. 

Mr. Puiuurps. I do not see how that applies properly to these local 
boards. 

General HersHery. They are Government officials. 

Mr. Jonas. Have you made any effort, General, to have exceptions 
made? 

General Hersury. You see, what I am trying to do, I said in my 
order that the recommendation of a Governor is an assumption that 
the man is proper security. If Civil Service goes along with me, I am 
all right. If they do not, well, I do not know. But I chose to issue 
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it as an order, because I have not got time; and, therefore, let them 
veto it rather then try to wait until I could negotiate to issue it. 

Mr. Patturps. I have a strong suspicion of what is going to happen 
if vou go out in rural areas and tell some farmer friends they have to 
subject themselves to a complete FBI investigation in order to serve 
without pay for the Federal Government. What do you think? 

Mr. Greenaway. I do not think they are going to get them to 
serve. 

Mr. Pariures. Colonel Leitch, do you have something you wish to 
oat g} 

Colonel Lerrcu. I can only add to what has already been said, 
Mr. Phillips. J can assure you that, as far as my State 1s concerned, 
we have continually reduced the number of paid personnel, and it 
is our desire to operate with a minimum number of people and still 
give service to the community. 

Mr. Puitutrs. How many district boards have you in California? 

Colonel Lerrcu. | have 144. 

Mr. Pmuwrps. Local boards? 

Colonel Lerrcn. Yes, sir, and your board is 144, the end of the line. 

Mr. Puitires. The bottom of the list? 

Colonel Lerrcu. The end of the line. 

Mr. Patiitres. How many local offices—I mean like supervising 
offices? 

Colonel Lerrcnu. I have 75 offices. But, you see, in Los Angeles 
we operate 10 offices in the area; 4 in San Francisco, and 3 in Oakland, 
and 1 in every county with the exception of 4 counties. They are four 
small counties—Alpine, Inyo, Mariposa, and Trinity—and we do not 
have offices because there are too few registrants. 

Mr. Puriires. Do you have an office in Alpine? 

Colonel Lxerrcu. No, sir. We have a hard time getting there, and 
I think there are only 54 registrants for the county. 

You would probably be interested to know that El Centro board 
normally is entitled to 1 clerk, but we have 2 clerks there, and the 
reason is they have such a heavy traffic from the Mexicans coming 
across the border trying to get registration certificates, and then we 
find out they have been registered 4 or 5 times, and they do a great 
business with Immigration. 

Mr. Puiuurrs. Yes; we have that trouble. In fact, they come over 
on our side to have their babies. 

I believe we have about the information we want from you. Thank 
you. 

SUMMARY JUSTIFICATION DATA 


We will place ia the record at this point pages 16, 17, and 18 of the 
justification, also pages 19, 20, and 21. 
(The justifications referred to are as follows:) 
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Project 10.—National administration, planning, training, and records management 


Original, 
1954 


01 Personal services $1, 614, 025 $1, 564, 685 
02 Travel 78, 125 120, 000 90 


wh ON) 
000 
03 Transportation of thing 13, 000 14, 000 9, 000 
04 Communication serv 60, 000 68, 000 50, 000 
05 Rents and utility services. 15, O06 000 2, 50 
06 Printing and reproduction_ - 600 25, 115 24, 00 
07 Other contractual services 17, 000 15, 000 15, 000 
08 Supplies and materials 20). 000 30, 000 20, 000 
09 Equipment 10, 000 &. 800 000 
15 Taxes and assessments... 2, 400 2, 600 > 


Total. -- ‘ 1, 847, 150 1, 863, 200 768, 000 


I nal services $6, 023, 067 
Travel 230. 925 350. 000 
Transportation of things 10, 960 14, 000 
Communication services 150, 600 180, 000 5, 000 
Rents and utitity services 30, 380 35. 000 , ) on 
Printing and reproduction 27. 800 39 570 a5 000 57) 
Other contractual services 36, 750 80, 000 010) 000 
08 Supplies and materials. 32, 100 10. 000 35. O00 
09 Equipment 50, 090 40, 000 
15 Taxes and assessments 22, 850 25, 000 24, 000 


woo 
} O00 
000 


Total... . : , 565, 432 6. 501. 700 121. 000 


Project 30.—Registration, classification, and induction 


1953 Original, Revised, 
ag 1954 1954 


01 Personal services J $17, 221, 218 $16, 998, 5 $16, 470, 500 $528. 000 
02 Travel—administrative-... 7 545, 900 §82, 5 510, 000 72. 500 
Travel—selectee ss ' 8, 500, 000 6, 281, 2, 954, 000 3, 327, 600 
03 Transportation of things. -- . . 30, 000 50, 35. 000 5. 000 
04 Communication services 400, 000 480, 450. 000 000 
05 Rents and utility services ‘ 350, 000 | 452, § 370, 000 2 860 
06 Printing and reproduction... 5 154, 600 167, 120, 000 140 
07 Other contractual services: | 
Other “ “ rewedl 150, 000 | 150, 80, 000 70, 000 
Student testing program. .-.-..-.-- oon 400, 000 400, | 400, 000 _ 
08 Supplies and materials- . | 110, 000 150, 90, 000 60, 000 
Equipment. -. Z leuots | 50, 20, 000 30. 000 
Taxes and assessments. - - doeadet 190, 000 180, 174, 000 6, 000 


FOticnsnseds q ° - 28, 051, 718 25, 942, 6 21, 673, 500 4, 269, 100 


NATIONAL ADVISORY COMMITTEE ON THE SELECTION OF Doctors, DENTISTS, 
AND ALLIED SPECIALISTS 


The President, by Executive Order No. 10166, dated October 4, 1950, estab- 
lished the National Adviso.y Commitee on the Selection of Doctors, Dentists, and 
Allied Specialists. This committee is composed of eight members. There are 
also committee chairmen in each State, city of New York, city of Los Angeles, 
and the District of Columbia, with advisory members for each Selective Service 
System local board. There is a national office and 51 field offices. 

The function of this committee, composed as it is of physicians and dentists, 
is to survey the several States and communities thereof, in order to be competent 
to advise the local Selective Service boards as to the essentiality or availability 
for military service of physicians, dentists and allied specialists now practicing; 
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teaching in medical, dental or other colleges: emploved in Federal, State or munie 


ipal institutions: performing study and research in their professional fields, o1 
ound to be equitable and in the vational interest 

In the origina! 1954 request, funds for the operation of this committee were not 
included, because the authority to induct physicians, dentists ar d allied specialist 
was to expire June 30, 1953 H. RB. 4495, which passed the House of Representa 
tives on Mav 13, 1953, extends this authority. Therefore funds are requested 
for the operation of this committee. 

In connection with persovnel it should be pointed out that some offices ar¢ 


being operated at the expense of others, such as the State professional organiza- 
tions. Experience has shown that as time goes on they deplete their funds 
and it is necessary to supply the necessary personnel and all other expenditures 
necessary to operating those offices Personnel at the present time are in 27 


offices and the amounts allocated for the personnel services range from S609 t 
$9,669 in the State offices, and about $16,500 i» the national headquarters 

Part of the expenditure for personrel and travel is due to the meeting every 2 
weeks of the National Advisory Committee, the membership of which is scattered 
from coast to coast 

The justification for the amount requested for fiscal 1954 is due to the following 
projected needs: 

First will be the need for national or district meetings to establish the new 
ground rules under the new legislation. The new law includes, specifically, as 
signment to the committee the responsibility for residents for hospitals. While 
we have dealt with this to some extent in the past, we will be faced in the future 
with establishing definite programs so that the need for the armed services for 
men at the end of their internship or after 1, 2, or 3 vears of residency can be 
correlated with the needs of the civilian hospitals for these same categories. This 
program presumably would be similar to the one operated during World War II 
under the name of the 9-9-9 plan. The new legislation, furthermore, assigned 
specific responsibility for faculties of professional schools and while this has been 
under our jurisdiction at the present time, this problem will increase greatly as 
we enter priority III since not only will more faculty members be affected—3,000 
(274 were priority I and 204 were priority II) but they will be older men in the 
more responsible positions. While it can be presumed that there will not be a 
great number of men being called up under selective service during the fiscal year 
1954 because it is an off vear, this committee also gives advice concerning Reserve 
officers in the 3 branches of the Armed Forces who will be called during the year 

The reason this is an off year is that men enter service for 2 years and a great 
many of them entered shortly after Korea 

During fiscal year 1953 the services called to duty some 5,600 registrants, prac- 
tically all of whom were commissioned before induction. They also called to diity 
5,200 reservists, many of whom were previously special registrants but had ob- 
tained their commissions in advance of their order of call. Due to the off vear, 
calls for fiscal 1954 are estimated, under present circumstances, to be not in excess 
of 40 percent of this number and possibly as low as 25 percent of this number. 

Another feature of the new law which represents some workload is the fact that 
many men will have their priorities changed under the new legislation. 

Finally, although this committee has been in operation for 2% years, we have 
not had the funds, either for personnel or other purposes to establish rosters of 
these professions in each of the States. Such a roster would be extremely valuable 
in case of any sudden emergency. In fact, it would be catastrophic not to have 
it. It is therefore requested that these additional funds be appropriated for the 
purpose of establishing, insofar as possible, such a roster and keep it up to date. 
This will, of course, require personnel all the way from a half time in a small State 
to 6 or 8 full-time employees in the very largest States. It is estimated that such 
personnel requirements will require $198,000 for the fiscal year. The extension 
of the balance is for the category ‘‘All othag’ which greatly increases with the 
development of a roster as well as with the development of a program of specific 
assignment of residents to hospital services or to entry into the Armed Forces. 

The Selective Service System has been asked to include a request for $265,000 
in its 1954 budget. 
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Project 40- A. Sum mary by objective classtfiv ation 


Revised 1954 


01 Personal services , 55 $198, 000 
02 Travel - 5, 35, 000 
3 Transportation of things 100 
4 Communication services 15, 20, 000 

Rents and utility services 1, 000 O00 
6 Printing and reproduction ; 2, 300 
7 Other contractual services i » 500 
& Supplies and materials l, 000 
© Equipment 1, 000 
5 Taxes and assessments 2, 100 


Total 215 265, OOO 


1 Increase. 


Tuurspay, APRIL 2, 1953. 
ATOMIC ENERGY COMMISSION 


WITNESSES 


GORDON DEAN, CHAIRMAN 

THOMAS E. MURRAY, COMMISSIONER 

HENRY D. SMYTH, COMMISSIONER 

EUGENE M. ZUCKERT, COMMISSIONER 

M. W. BOYER, GENERAL MANAGER 

WALTER J. WILLIAMS, DEPUTY GENERAL MANAGER 

RICHARD W. COOK, DIRECTOR, DIVISION OF PRODUCTION 

SAMUEL R. SAPIRIE, MANAGER, OAK RIDGE OPERATIONS OFFICE 

WILLIAM MITCHELL, GENERAL COUNSEL 

HAROLD L. PRICE, DEPUTY GENERAL COUNSEL 

FRANCIS J. McCARTHY, JR., ASSISTANT CONTROLLER FOR 
BUDGETS 


LIMITATION ON CANCELLATIONS OF ConTRACT AMOUNTS 


Mr. Puiuuirs. We have with us this morning representatives of the 
Atomic Energy Commission to discuss a limitation which this Com- 
mittee of Appropriations put on the cancellation of contract amounts 

Mr. Dean. Yes. 


(The proposed language and justifications follow:) 


Univrep States Aromic ENERGY COMMISSION 
APPROPRIATION LANGUAGE AMENDMENT, FISCAL YEAR 1954 


This language for the fiscal year 1954 provides for the repeal of a provisior 
enacted under the appropriation to the Atomie Energy Commission in the Sup 
plemental Appropriation Act, 1953, and the substitution therefor, of the following: 

The atomic Energy Commission is authorized in connection with the construc- 
tion and operation of the Oak Ridge, Paducah, and Portsmouth installations of 
the Commission, without regard to section 3679 of the Revised Statutes, as 
amended, to enter into new contracts of modify or confirm existing contracts to 
provide for electric utility services for periods not exceeding 25 years, and such 
contracts shall be subject to termination by the Commission upon payment of 
cancellation costs as provided in such contracts, and any appropriation presently 
or hereafter made available to the Commission shall be available for the payment 
of such cancellation costs; provided, that the first proviso under the appropriation 
to the Commission for ‘‘Plant and equipment” in the Supplemental Appropriation 
Act, 1953, is hereby repealed. 
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JUSTIFICATION FOR PROPOSED LANGUAGE 


In connection with the request of the Atomic Energy Commission for additional 
appropriations for the fiscal year 1953, transmitted to the Congress by the Presi- 
dent on May 28, 1952, for the expansion of the Commission’s production facilities, 
there were included amounts to provide for contingent cancellation costs under 
contracts to be negotiated for the supply of the electric power required for these 
facilities. 

During the consideration of these estimates by the Independent Offices Sub- 
committee of the House Appropriations Committee, the Commission indicated 
that legislative authority authorizing the Commission to enter into long-term 
electric power contracts with contingent cancellation liabilities would be satis 
factory as a substitute for the funds requested. The Commission also suggested 
language which would accomplish this purpose. ‘This language was adopted by 
the House Appropriations Committee and the requested funds were deleted from 

» supplemental appropriation bill, 1953. On the floor of the House, the lan- 

ge as reported by the committee was amended by inserting a limitation of 
million on the amount of cancellation costs which could be paid by the 
‘ommission in connection with these long-term electric utility contracts. 

The Commission requested the Senate to remove this limitation, pointing out 
that the maximum contingent cancellation liability in these contracts would 
amount to a much larger sum than the $57 million provided. The Senate deleted 
the limitation, but in conference it was restored and included in the bill as adopted 
by both the House and the Senate. Che congressional debate on the conference 
report made it clear that the Commission might make tentative contracts for 
power, so long as the liability incurred was not in excess of $57 million and that 
the Commission would be expected to seek congressional action to remove this 
limitation in this session of Congress (Congressional Record, July 7, 1952, p. 9814 
The language proposed herein is in accordance with that understanding and would 
provide the authority for the Commission to assume the full cancellation costs in 
connection with contracts for the supply of power to the Commission’s plants at 
Oak Ridge, Tenn., Paducah, Ky., and Portsmouth, Ohio. 

In order not to delay the expansion program, the Commission has proceeded 


to enter into agreements with two private utilities for supplying power to the 
installations at Portsmouth, Ohio, and Paducah, Ky., with cancellation costs 
limited to $47,500,000: as recognized in the congressional debate these are neces- 
sarily tentative agreements and provide for automatic cancellation on August 1, 
1953, if the Con ssion does not receive authority from the Congress to assum« 
the liability for the full concellation costs as provided in these agreements. The 
Appropriations ( ttees of the House and Senate were advised of thes 
acres its ' ters dated October 1, 1952 “nt A). contracts hav« 
also been neg 1 with TVA for permanent power requirements at Oak Ridge 


Tent 


While the authori ‘ontained in the Supplemental Appropriation Act, 1953, 
pertains only to long- 1 electric utility contracts in connection with the expan 


sion program, the iwuage proposed above would also cover the eancellatior 
liabilities under contracts in existence on June 30, 1952, for supplying the base pro- 
gram power requirements at Oak Ridge, Tenn., and at Paducah, Ky. The Com- 
mission had previously received appropriations for the funding of the cancellation 
liabilities under these contracts, and has presently obligated on its books the 
amount of $50,600,000 for this purpose 3v including these contracts under the 
proposed language, the amount of the present obligation, $50,600,000, will no 
longer be required and can therefore be applied against the new fiscal year 1954 
appropriation required for the Atomie Energy Commission. Also, $10,900,000 
included in the original 1954 budget estimate submitted to the Congress on Janu- 
ary 9, 1953, for such power contracts will now not be required, and this item can be 
dropped from the new 1954 appropriation request. These adjustments have now 
been provided for in the latest review of the 1954 budget with the Bureau of the 
Budget. 


EXPLANATION OF THE NEED FOR CANCELLATION CHARGES 


The total electric energy requirements of all of the gaseous diffusion plants, 
including Oak Ridge with its additions and the new plants under construction at 
Paducah, Ky., and Portsmouth, Ohio, when in full-scale operation will be approxi- 
mately equal to the total energy consumed in 1952 in the States of Tennessee, 
Kentucky, and Ohio. Requirements of this magnitude could not be supplied 
from available capacity of any utility systems and therefore large-scale generating 
stations are being constructed. These generating stations and the necessary 
transmission lines require expenditures of over $1 billion. 
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In the event of cancellation by AEC, during the early years of these contracts 
more than 4 years would be required before the capacity made available from these 
tations could be fully utilized without displacement of other plants even if fairly 

During these 


yptimistic load growth conditions prevailed in the areas involved. 

ears additional transmission facilities would have to be constructed to carry the 
the new demand is developed. Construction of 

to be suspended or curtailed in 


power to the locations where 
used to absorb the capacity 


new powerplants under way might also have 
wrder that the load growth of the areas could be 


eleased by AEC, 

During the period of readjustment, the power suppliers must continue to make 
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costs the electric power rate payable by the Commission for power to be deliver: 
from the new generating stations is 4 mills per kilowatt-hour—consisting of a 
“demand charge’”’ of 2.13 mills per kilowatt-hour at 95 percent load factor (equiva 
lent to $1.48 per kilowatt-month) and an “energy charge” of 1.84 mills per kil 
watt-hour, plus the cost of replacements less the credit given AEC for the use 
AEC reserve capacity. The ‘demand charge’ represents fixed charges and 
operating expenses of the company on that portion of the plant and equipment 
needed to meet the Commission’s power requirements, such as interest and amor 
tization of debt, insurance, property taxes, fixed return on equity capital, et¢ 
The “energy charge”’ represents the cost of fuel consumed in the generation of 
electric power and is payable only to the extent power is actually utilized by t}! 
Commission. These demand and energy charges will be adjusted under the ter 
of the contract to reflect any changes from the estimates—upward or downward 
in the actual cost of the new generating and transmission facilities, and in operatir 
expenses, including coal costs. 

The contract with OVEC is subject to cancellation for the convenience of t} 
Government upon 2 vears’ notice. In the event of notice of cancellation a 
any time after full scale operation of the new generating stations the Government 
would have the following liability under the contract 


1. Costs during notice pe riod 


During the 2-year notice period the Commission may continue to receive pow: 
at the rates provided in the contract The Commission may also elect, however 
at anv time during the notice period to serve a further notice on the compa! 
terminating all further power deliveries. In this event, in lieu of the dema: 
and ener charges theretofore pavable, the Commission would then be lial 
during the unexpired portion of the notice period for a ‘‘modified demand charg 
i. e., the demand charge specified in the contract reduced to reflect some saving 
in operating costs due to the fact that the company would no longer be obliged 
under the contract to keep all of the generating units in these generating statio 
in active operation to serve the AEC load. It will be noted that the table: 
below showing the Commission’s estimated maximum liabilitv for cancellatio: 
costs under the contract are based on the assumption that no power will be uss 
by the Commission during the 2-year notice period 


pe 


above payments during the notice period, the Commissior 
would be liabl« r a termination charge payable after the notice period au 
computed in accordance with a table set forth in the contract. This charge 
expressed in terms of a modified demand charge for a period of months after ter 
mination whieh diminishes rapidly from a maximum of 28 months in the earliest 
hs where notice of termination is delivered duri 


or after the llth vear of fuli-scale operation. 


vears of the eor tract to O mont 


These termination charges have been computed on the reasonably optimistic 
assumption that the ‘ growth of the sponsoring companies’ systems wi 
continue at the rate of ereent per year, compounded annually, which is the 
equivalent to a bling their total peak load approximately every 12 years 
The contract furt! provides that in the event that the load growth of t! 
combined systems prior to termination of the contract actually exceeds t! 
6-pereent rate of growth there will be an appropriate reduction in the terminatio 
tharges payable by the Commission 

The AKC load will represent each year an increasingly smaller percentag 

total load of the combined systems of the sponsoring companies; as this rati 

“ows small capacity utilized to provide the power needs of AEC ean br 
more rapid ‘d to other users. The rapid reduction in termination charge- 
during the first 1] ars of full operation under the contract reflects this fac 
The Commission hz 1 right under the contract to make a partial reductix 
rather than a complete cancellation in its power demand. Since smaller reduc 
tions in power demand could be absorbed more rapidly by the utility compani 
than the full contract demand, the charges are much less for smaller reduction 
“or example, if AEC were to make a partial reduction in the amount of one-ha 
the contract demand or 900,000 kilowatts, the maximum AEC liability for sue 


reduction is estimated at $51,557,000 


Ss. Costs for fue l supply curtailments 

In the event of cancellation, or reduction, it may be necessary for OVEC to 
curtail the delivery of fuel and to pay the costs and fixed charges for extending 
the delivery schedules under these contracts. The contract provides that any 
such costs will be reimbursed by the Commission. The contract also provides 





owever, that the Ce 
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reduce these costs to 
o the fullest amount 
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Provision is also made i 
on prior to completion and 
he canellation cost 
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incellatio1 COs! 
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e exceed the maxim 
imission for cancellation 
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rhe following is a table showi 
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éad cancetila 


dated Ox 


IDA 


000 

Ov 
OC 

June ; A ime re 57 + On l 7. 000 

June } un 196 5 , M 11. 4 Onn 

June 7 WM) 

June 

June j I 

June ¢; Jun 

June 30, If June 

June ¢ June 

June 3 June 

June ; l june 3 76 7, 024, 000 

June ; 75 June 30, 1977 57, 024, OOK 

June ; 7 Oct 1977 36, 828, 000 


June 30, 1977 | rf 316, 000 


Assumes that following date of f cancellation no energy is taken by AE¢ 
1odifiec demand charges—normal demand ( i isted for operating expense les 
ind fuel 
? Assumes no energy taken by AEC and sponsoring companies during notice period 
deliveries of fuel will not be effected until 48 mont r date of such notice as permitted ur 
provision of fuel-supply contracts 
Amount shown is maximum liability as « ] { as specified ir I 
* Assumes that replacements up to the maximu ty accrued under contr 
been made prior to date of notice of cancellation 
5 These estimates are based on preliminary assumptions and, therefore, the fign 
strued as absolute Cancellation costs cannot be accurately estimated for years vance 
based on costs which, in turn, are based on current construction labor, mat: equip 
Should actual costs be higher or lower than presently estimated, the cancellatior sts would be ir 
decreased to reflect such adjustments 
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DESCRIPTION OF CONTRACT WITH ELECTRIC ENERGY, INC, 


Kilectric Energy, Inc., was formed in 1951 by a group of five utility companies 
in the midcentral area of the United States for the purpose of constructing a new 
generating station at Joppa, Ill., and of supplying power to the gaseous diffusion 
plant at Paducah, Ky., which had been authorized by the Congress in the seeond 
Supplemental Appropriation Act, 1951. On May 4, 1951, the Commissior 
entered into a long-term contract with EEI for the supply of 500,000 kilowatts + 
the Paducah inst sllation, representing 50 percent of the power requirements of 
that installation. The balance of the power was to be supplied by TVA. Con- 
struction of the new station at Joppa, IIl., containing 4 generating units of 161,000 
kilowatts each. is expects d to be completed bv November 1, 1953. 

It is proposed that the existing contract with EEI be superseded by a new con- 
tract, described below: 

Fo ing authorization by the Congress in the Supplemental Appropriatior 

f a further expansion of the gaseous-diffusion facilities at Paducah, Ky 
the Commissio ntered into ne oe ms with EEI for an additional 235,000 
kilowatts, or 25 percent of the additional power requirements for the expansio 
of the Paducah plant On October 14, 1952, the Commission entered into ar 
interim agreement under which EE! agreed to initiate construction of two mor 
generating units in the Joppa station to provide the necessary additional electri: 
power-generating capacity. The interim agreement provides that the Commission 
will, not later than August 1, 1953, subject to necessary legislative authorization 
by the Congress enter into a definitive contract for 25 years superseding the 
existing contract with ELI for 500,000 kilowatts and providing for an additional 
235.000 kilowatts This agreement further provides that if legislative authority 
is not received by August 1, 1953, the Commission will pay the company for net 
costs incurred in proceeding with performance of the agreement. The maximum 
liability, however, is limited to $7,500,000. The proposed definitive contract, 
which has been negotiated in detail, is attached as an appendix to the interim 
agreement and is to be executed in substantially the form of that attachment. 

The Commission has the option of extending the contract after the initial 

ear period for such additional period as may be necessary to meet its require- 
ments at the rates provided in the contract adjusted to give full credit to the Gov- 
ernment for the reduction or elimination of interest and amortization charges 
on borrowed capital during the previous period of the contract. 

The estimated electric power rates payable by the Commission for power to be 
delivered under the porposed definitive contract with EEI from the new generating 
station being constructed by EEI is 4.16 mills per kilowatt-hour. This rate 
consists of a “‘demand charge”’ of 2.21 mills per kilowatt-hour at 95 percent load 
factor (equivalent to $1.53 per kilowatt-month) representing fixed charges and 
operating e xpenses on that portion of the total capacity of the new station neces- 

sary to meet the Commission’s power requirements, an “energy charge” of 1.91 
mills per iilowatt-hour to cover fuel costs, plus the cost of repl acements less the 
credit given AEC for the use of AEC capacity. The estimated demand and energy 
charges are based on present estimates as to the cost of the new generating facil- 
ities and operating expenses, including coal costs, and will be adjusted under the 
terms of the contract to reflect any changes—upward or downward—in the actual 
cost of these items 

Cancellation provisions under the proposed definitive contract with EET differ 
somewhat in respect to cancellation of the first 500,000 kilowatts of power and the 
235,000 jag it atts of additional power provided for in the new agreement. With 
respect to both amounts, the cancellation provisions reflect, in addition to the 
estimate ‘d length of time required for the absorption by the company of the gener- 
ating capacity made available through cancellation, anticipated loss to the company 
occasioned by the rapid construction of its facilities under pressure of a national 
emergency at a location not readily suitable to the efficient disposition of the power 
output of the new generating station to commercial markets. 


1. Cancellation with respect to 500,000 kitowatts 


The Commission may cancel the contract at any tine after full scale operation 
with respect to 500,000 kilowatts of its total power demand upon 1 year’s notice 
of cancellation. During the 1-year notice period the Commission is entitled to 
receive power at the rates provided in the contract, but is liable only for the de- 
mand charge in the event that power is not used. It will be noted that in the 
tables below showing the Commission’s estimated maximum liability for cancellation 
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costs under the contract there has been included the demand charge for the full 
notice period. In addition to payments during the notice period, the Commission 
vould pay to the company as a termination charge the amount obtained by 
leducting from 28 percent of the actual cost to the company of the first four 
units and related transmission lines and other related facilities as show? 

books, the amount of company’s long-term indebtedness as defined in the 

contract which shall have been retired up to the effective date of such cancel 

For the purpose of such computation, the amount of such long-term indeb 

to be deducted shall be not less than the amount which would have been retired 
on a level debt service basis with interest at the rate of 3 percent per annur 
and a 25-year sinking fund with semiannual payments beginning on the J l 
and Decem er 1 next succeeding l vear afte the commenement of 

full scale operation 

2. Cancellation with respect to 235,000 kilowatts 

The Commission may cancel the contract at any time after full-scale operation 
with respect to the additional 235,000 kilowatts of power upon 3 years’ notice 
during the first 10 years of the contract and upon progressively shorter notice 
periods during the remaining term of the contract. The Commission is entitled 
during the notice period to receive power at the rates provided in the contract, 
but is liable only for the demand charge in the event that power is not used. 
In addition, the Commission is liable for a cancellation charge which diminishes 
throughout the life of the contract. The amount of the cancellation charge for 
each year of the contract is shown on the table below covering the estimated 
maximum cancellation costs under the contract. 

The cancellation provisions in respect to the 235,000 kilowatts of additional 
power reflect the fact that the problem of the company’s absorbing the additional 
235,000 kilowatts of power is superimposed on the problem which the company 
would have in disposing of the first 500,000 kilowatts of power in the event of 
cancellation of the entire contract. 

Provision is also made in the EEI contract against the possibility of cancella- 
tion by the Commission prior to completion and full-scale operation of the new 
generating station. In the event of such early cancellation by the Commission, 
the Commission is required to reimburse ELI for all costs which have been 
incurred under the contract less the fair value of property or assets with the 
understanding that the deduction for fair value shall not exceed 72 percent of 
their initial cost. 

The following is a table showing the maximum estimated cancellation costs 
under the EEI contract for each year of the 25-year contract term, based on cur- 
rently estimated costs of construction and operation. Should actual costs be 
higher or lower than presently estimated the cancellation costs would be increased 
or decreased to reflect such upward or downward adjustment 
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Electric Energy Inc.. interim agreement AT 


assumes full-scale operation of generating stati 


AL CONTRACT, 735,000-KILOWATT DEMAND 


Estimated 

Cost during | Cost at end | cost for re- 

notice of notice placements 

period 2 period during notice 
period 


total A E¢ 
cancellatio 
cost 4 


609, 000 ble 2 si8 OO 


000 


1 
a 


ites for 
cancellation of 

5OO ani 235 

megawatts on 

following 

pa es 

do 21 000 33, 731, 000 , 000 56, : 000 
lune 95 do . 000 19, 000 000 52, 409, 00 
Tune 30 5 do : , 000 36, 000 000 3, 000 
June 3 do 4 000 21, 932, 000 , 000 2, 000 
June 30, 1 , 000 54, 000 000 , 394, 000 
June 30, 1! a : 000 ; 2.000 000 36, 242, 000 
June 3 ! ‘ , 000 | 9, , 000 ! 000 32, , 000 
June ) 9, 000 E , 000 000 q , OOF 
O00 5, , 000 . 000 ‘ , O00 
, 000 : 000 , 000 2 2, 000 
20, 000 4, 139, 000 , 000 24, 376, 000 
000 3 , 000 517, 000 3, 775. 000 
000 3. 000 | 46, 000 . 000 
000 | 2, 725, 000 000 20, , OO 
000 ‘ 9, 000 000 54, OOK 
000 5, 000 000 9, 691, 000 
000 | 000 000 , 276, 000 
000 975, 000 456, 900 18, 000 
000 795, 000 333, 000 25, O10 
000 506, 000 000 | 13, 836, 000 
, 000 275, 000 333, 000 13 5, OOO 
000 105, 000 333, 000 3, 435, OM 


CANCELLATION OF INITIAL 500,000-KILOWATT DEMAND 


5 $38, 923, 000 
nplet 
eneratir 
stior 

July 1, 1955 July 1, 1956 
June 30, 1956 June 30, 1957 
June 30, 1957 June 30, 1958 
June 30, 1958 June 30, 1959 
June 30, 1959 June 30, 1960 
June 30, 1960 June 30, 1961 
June 30, 1961 June 30, 1962 
June 30, 1962 June 30, 1963 
June 30, 1963 June 30, 1964 
June 30, 1964 Jiune , 1965 
June 30, 1965 June 30, 1946 
June 30, 1966 June 30, 1967 
June 30, 1967 June 30, 1968 
Jur 30, 1968 June 30, 1969 
June 30, 1969 June , 1970 
June 30, 1970 June : 
Jur 10. 1 June 
June 30, 1 June: 
June 30, 1973 June: 
June 30, June 
June 30, § | June: 
June 30, 197 June 
June 30, 14 June 


a 
x 


, 000 , 856, 000 $ 000 3, 5 O00 
5, 000 21, 953, 000 211, 000 O00 
, 000 , 963, 000 000 , O00 
», OOO 5, 883, 000 000 O00 
000 2, 709, 000 000 , 435, 000 
000 9, 439, 000 q 000 . 165, 000 
000 >, O71, 000 000 ] 000 
», 000 2, 600, 000 , 000 26, 000 
, 000 0 000 3 , 000 
000 0 000 
5, 000 0 4 000 
000 0 211, 000 
000 0 000 
000 0 000 
, 000 0 000 | 
000 0 000 | 
000 0 000 | 
, 000 0 000 | 
000 0 000 | 
5, 000 0 000 | 
000 0 000 
, 000 0 000 
5, 000 0 000 


DP GO FO FO GP GPO A GP OR OP Ge 3P GP Ge OP GP OP 9 Oe oe oe 


See footnotes at end of table, p. 315 
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rhe of estimated cancellation cost tlectric E 
0-1-1531, dated Oct. 14, 1952 (assumes 


tation on July 1. 1955 Continued. 


FOR CANCELLATION OF EXPANSION 235,000-KILOWAT 


Cost durin 
notice 


period 2 


‘ancellatior 


given or 


Immediately prior 
to completion of 


renerat 


1 sta- 


tion 
July 1, 1955 July 1, 1958 3, 446 2 On 
June ¢ ) June 30, 1959 3, 446 11, 778, 000 368, O00 
ine 30 7 June 30, 1960 3. 446. ( ( Ono ooo 
June 30, June 30, 1961 3 446, 0 , O00 000 
June 3 05 Tune 30, 1962 3, 446, ) 293. 000 000 
une ? Yl June 30, 1963 13, 446, OOF 000 O00 99 990 000 
une 30, June 30, 1964 446, OOK 7 000 uy) 445.000 
June 3f ) June 30, 1965 3, 446, 000 000 , 000 
June 30, 1963 Dec. 31, 1965 11, 205, 000 6.144.000 6. Oy 17 uM 
June 30, 1964 Dee. 31, 1966 , 205, 000 f 000 : 000 
June ), 1 Dec. 31, 1967 205, OOO 775. 000 000 }, 286, OOO 
June ¢ Dec , 1968 11, 205, 000 59. 000 Onn 0. 000 
June O67 Dec i . 205, 000 A38&. 000 1. OOO l 119. 000 
June 30, 7 064, 000 , 3, OOO 5, 000 2. 482. 000 
June , 1971 64, 000 5, 000 245, OOF 
June 7 964, 000 ) on 
Tune 


} 


Oss, 000 


WM) 


134, 000 
{ 428, 000 
964, 000 756, OOO 0 10). GAF 

. 964, 000 “ 000 245 5M 


964. 000 Q7 000 


000 


Ono 
June 


June 
June 
June 
Tune 


482, OOO 45, OOO 
182. O00 000 
482. O00 275, 000 


482, 000 105, 000 


> er KS 


Sum of costs computed separately for base and expansion contr 
Assumes that following date of notice of cancellation no energy 
Assumes that replacements up to the maximum liability acert 

made prior te of notice of cancellation 
(hese estimates are based on preli 


ued 
ued 


ibsolute incellation cos 

mased on costs which in turn are 

should actual costs be higher or lower than presently est 
ecre 1 to reflect such adjustments 


Amount shown is the estimated maximum cost of cancellation for the period 
‘ale commercial operation of all 6 uni generating stat OS 
ruction period have not been calcul i ce suct 


comn d to be made less the 


cancell 


his the estimated cost ¢ 
given on July 1, 1955, the 

his is the estimated cost « 
uncellation is given on July 
he generating Station 
§ Maximum liability as of Aug. 1, } 7,509,000 as specified in interim 
* This is the estimated cost of cancellat ‘le to the 5th and 6th gene 
f cancellation is givea on July 1, 1955, the e ted date of full-scale commercial ope 
the generating station. 


DESCRIPTION OF TENNESSEE VALLEY AUTHORITY CONTRACTS 


The Tennessee Valley Authority has supplied the major portion of the electri 


power requirements of the Oak Ridge area since construction was started 
atomic energy facilities by the Manhattan Engireer District in 1943 ar 
sequently expanded in 1949 and 1950. The remaining power requireme! 


Oak Ridge have been supplied from the Commission’s owned and operated gen 
ng plant built by the Manhattan Engineer District. 

p 1951, after selection of Paducah, Ky., as the site for the new gaseous diffu 
plant authorized in the Second Supplemental Appropriation Act, 1951, the Com- 
mission entered into agreements with Tennessee Valley Authority and Electric 
nergy, Inc., for each to supply 50 percent or 500,000 kilowatts of the power 
requirements of the new site. 

Following congressional approval of the 1952 expansion program, the Commis- 
sion requested TVA to supply the additional power required at Oak Ridge. The 
total Oak Ridge load to be supplied by TVA, including requirements for the 1952 
expansion program, is estimated at 1,730,000 kilowatts. 
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mental Appropriation Act, 1953, EEI and TVA were requested to submit pi 
posals. After analysis of these proposals, TVA was requested to supply 7 
percent of the new power requirements or 705,000 kilowatts and EET was requeste: 
to suppl 25 percent, or 235,000 kilowatts. 


For the Paducah 1952 expansion, authorized by the Congress in the Suppl 


Thus. the total p rr quirement from TVA for both Oak Ridge and Paduca 
is 2,935,000 kilowatt The estimated electric power rates payable by the Con 
mission for power t« lelivered under the contracts with TVA are as follow 


including cost adjustments to January 1953 conditions: 


base 
-hour, 
harg 
owatt 


per montl 


Oak Ridge 
Oak Ridge 
Paducah t 
Paducah ex 
Paducah cor 


Provisions for cancellation are part of the TVA contracts for the supply ot 
power. In the event power requirements are terminated, the Commissio 
must give prior written notice of from 48 to 51 months. During this notice 
period the Commission has the right to continue to use energy at the rates provided 
in the agreements If no energy is used during this notice period, the Com 
mission must continue to pay the demand charges on a diminishing schedul 
until the effective date of cancellation. The cost of terminating coal contracts 
entered into by TVA for the coal required to generate the energy under thi 
expansion program must also be paid by the Commission. The estimated 
maximum cancellation costs for the total of 2,935,000 kilowatts to be supplied 
bv TVA which uuld be pavable by the Commission in the event of complet: 
termination of these loads on the date of notice of cancellation is shown in tl] 
following table. These estimates are based on present construction indexes and 
labor rates and are subject to adjustment—upward and downward—in the eve 
of chang 


Oak Ridge: 
Base contract $26, 000, 000 
] xpansion contract 44. 000, 000 
Paducah: 
Base and expansion contract 52, 000, 000 
Provision for coal contract cancellation 9, 000, 000 


Total 131, 000, 000 


The notice period is TV A’s estimate of the time required to absorb the AEC load 
During the absorption period TVA, like any utility, is burdened with fixed charge 
and is required by law to repay its investment to the Treasury. This requirement 
is fully explained in TVA letters of May 23, 1952, and January 12, 1953 (attach 


a“, 


ment B These cancellation charges have been computed to cover that portio: 
of TV A’s fixed and operating costs estimated to be incurred during the absorptio 
period for that part of the AEC load which cannot be absorbed immediate] 

In the event it is possible to continue the use of power in accordance with t) 

TVA estimated absorption schedule after notice, and reduce AEC requirements 
to correspond, there would be no cancellation cost. 


ESTIMATED MAXIMUM CANCELLATION LIABILITIES OF ELECTRIC UTILITY POWER 
CONTRACTS AFTER FULL-SCALE OPERATION OF OAK RIDGE, PADUCAH, AND PORTS 
MOUTH PLANTS 


The maximum cancellation liabilities for these power contracts based on esti 
mates of current construction costs and current labor costs. if this proposed lar 
guage is adopted by the Congress, will total approximately $339.2 million. The 
contracts with the power suppliers provide, however, that if these estimated 
plant costs are not realized, the cancellation costs will be correspondingly adjusted 

The above cancellation charges assume that no energy is taken immediately 
after the notice of cancellation is delivered to the utilities. The contracts, 
however, provide for the use of power by the Commission up to the effective date 
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of cancellation, in which event the total cancellation charge shown above would be 
reduced according to the quantities of power actually used in AEC operations 


during that period. 
[Attachment A] 


Unitep Sratres Aromic ENERGY COMMISSION 
Washington bh. D er: October -. 
Hon. CLARENCE CANNON, 
Chairman, Committee on Appropriations, House of Representatives 

Dear Mr. Cannon: The Supplemental Appropriation Act, 1953, which appro 
priated amounts to cover an additional expansion for the atomic energy program 
ontains language authorizing the Atomic Energy Commission to enter into long 

rm contracts for electric utility service in connection with such an expansic 
f the Commission’s production facilities. The language includes a provi 
imiting to $57 million the contingent liability which the Commission may u 
take to pay as costs of cancellation of these electric utility contracts 

We advised the Congress at the time of passage of the act that the sum of 
million would not be sufficient to cover the contingent cancellation liability 
the Commission would be required to assume ultimately in the negotiation 
ontracts for the very large quantities of power required for the expansion pro 
gram, and that the 88d Congress would be requested to remove or revise the limit 
ing amount upon the Commission’s presentation of the actual requirements for 
cancellation costs after completion of the power negotiations. We further outlined 
a plan under which the Commission would enter into tentative contracts for the 
supply of its power requirements and would apply the $57 million among the 
various power contracts in such manner that the various utilities could be induced 
to commence construction of the necessary facilities and the aggregate liability of 
the Commission under these tentative contracts would not exceed $57 millior 
The necessity for such a plan of action was recognized by Members of the Congress 
in discussions on our appropriation bill. 

The new U-235 production facilities authorized for construction in the Supple 
mental Appropriation Act are to be placed in operation as completed. The 
electric power requirements for these initial operations must be secured as interim 
power out of the limited reserves of the interconnected power systems as the U-235 


production facilities are scheduled to be constructed faster than it is possible to 
construct the new power generating facilities that will ultimately supply the need 

Assuming immediate initiation of power station design and procurement 
of generating equipment and with construction starting soon and continuing 


as fast as practicable, the interim power requirements for the new U-—235 facili 
ties will probably exceed a total of 1 million kilowatts during the fall of 1954 
Delay in the power facilities construction program would, of course, increas 
these interim requirements and, assuming that increased amounts of such in 
terim power coul | be secured, which is doubtful, the cost would be several times 
the cost of the power to be supplied from the new facilities constructed for this 
use. It was necessary, therefore, to proceed expeditiously with negotiations of 
power supply contracts so that construction could be initiated. 

The Commission has now completed negotiations with a group of 15 utility 
companies in the north central area for the supply of 1,800,000 kilowatts of 
power to the new gaseous diffusion plant near Portsmouth, Ohio. The proposed 
arrangements contemplate that these companies will organize a new corporation, 
the Ohio Valley Electric Corp., which will enter into a contract with the Com 
mission to furnish the power required. This company will proceed immediately 
with the construction of the necessary facilities, the ultimate cost of which is 
expected to approximate $350 million. In order to meet the company’s financing 
requirements, it has been necessary to include in the contract a provision that 
unless the Commission is authorized, prior to August 1, 1953, to assume liability 
for the total contingent cancellation charges which may eventually become 
due under the contract, the contract will terminate and the Commission will 
be required to pay the company for the costs incurred in proceeding with per- 
formance of the contract up to that date less the fair value of any materials re- 
ceived and construction in place, which will remain the property of the company 
The maximum obligation of the Commission, however, is limited to $40 million 
until August 1, 1953. 

Negotiations have also been completed with Electric Energy, Ine., the sup- 
plier of 50 percent of the present power requirements at the Paducah, Ky.., 
plant, to furnish an additional 235,000 kilowatts of power by means of an ex 
pansion of its original facilities which are now approaching completion. Electric 
Energy, Inc., will proceed immediately to take steps necessary for construction 
of the added facilities, estimated to cost approximately $55 million. An interim 
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agreement with ! leetri¢ Energy Ine., will also inelude a provision that, 

the Commission is authorized by August 1, 1953, to assume the maximum ¢ 
cellation charges which may ultimately become due under the definitive cont 
which has been negotiated, the Commission will pay Electric Energy, Ine., for 


costs incurred in proceeding with construction up to that date less the fair va 
of materials received and construction in place, which will remain the props 
of the company The maximum liability of the Commission will be limite 


$7,500,000 up to August 1. 1953 


In addition to these two contracts, the Commission is making arrangement 
4 








with Tennessee Valley Authority for the supply of an additional 705,000 kilowat 
of power to the: Paducah plant and an additional 950,000 kilowatts required 
the expansion at Oak Ridge Since the Congress has provided funds to TVA 
sufficient to permit TVA to proceed with construction of the additional facili 
required, TVA is been able to proceed with construction without the necess 
of a contract at this time No cancellation commitments to TVA will be und 
taken which w { cause the maximum liability of the Commission for cance] 
tion costs, unde ll power contracts entered into in connection with the expansi 
program, to exceed $57 million prior to August 1, 1953 

We hope to execute the interim contracts with Ohio Valley Electric ( 
and Electric Energy, Inc., within the next week or 10 days. It is our plat 
request legislation early in the next session of Congress which would remove 


limitations contained in the supplemental appropriation act and to make a 
full presentation to the Congress of the terms of the utilitv service contract 
We would welcome an opportunity at any time to go over these contracts wit! 
vou in detail 
Similar letters have been sent to Senators McKellar and Maybank and Rep: | 
sentatives Thomas and Durham j 





Unirep Srares Aromic ENneray ComMIssion 
GorvdON Dean, Chairman 
Same letter sent to 
Senator McKellar 
Senator Maybank 
Representative Thomas 
Representative Durham, 


Attachment B 


TENNESSEE VALLEY AUTHORITY, 
Chattanooga, Tenn., January 12, 1953 
Mir. RicHarp W. Cook, 
Director, Division of Production, 
United Siates Atomic Ene rgy Commission, Washington 25, D. C 
Dear Mr. Cook: You have asked me to summarize TVA’s position on th 
need to include the contracts now under negotiation between AEC and TVA 
for power supply for the expansion now under way at the Oak Ridge and Paducal 
facilities of AIC, provisions designed to protect TVA in the event that AE‘ 
should, without extended prior notice to TVA, discontinue using the power ca- 
pacity reserved for it 
As pointed out in my letter to Mr. 8. R. Sapirie of May 23, 1952, with which 
vou are familiar, the primary reason for such provisions is that they are essential 
if TVA is to serve AEC on a businesslike basis, and TVA is required by law 1 
operate on such a basis. 


rhere are a few fields in which so large an investment is required per dollar of 


revenue as in the case of electric power supply. You have requested TVA to 
supply AEC with 1,735,000 kilowatts of power at Oak Ridge and Paducah for 
the expansion programs alone. This will require the construction and reserva 


tion for AEC of generating capacity and associated transmission capacity cost- 
ing about a third of a billion dollars. TVA is financing all of this constructio: 
from appropriations made by the Congress, but subject to the requirement that 
the appropriation be paid back within 40 vears. TVA will pay the money back 
from the revenues it receives from sale of the power. The rates proposed to tl 
(EC are based on the carrying costs of such investment assuming long years of 
continuous operation. To make such rates possible we must have assurance 
that the capacity will be used and paid for year after year, or that in the event 
of termination we will be given adequate advance notice or, if termination is 
sudden, that the capacity costs will continue to be paid during the period it 
which another market is being found for the power 
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Because of the rapid rate of growth of normal power demands in the Tennessee 
Valley area, we have been willing to assume that upon release of the power by 
AEC only a relatively few years would be required before this capacity could be 
absorbed. But in 1955 the AEC loads will be half as large as the sum of all other 
loads on the TVA system, and large as the system is, we would need to have a 
reasonable opportunity to find other uses for large blocks of power released by 
AEC. 

I want to stress here, as I did in my letter to Mr. Sapirie, that the form of 
ermination arrangements which we have proposed would not require AEC to 
pav TVA a dollar for capacity it did not use if AEC reduced its load, after reasor 
ible notice, in 2 or 3 well-spaced steps during the few years allowed for the absorp- 
tion of the released capacity by other TVA customers. We seek protection only 
against the contingency of a sudden termination of AEC loads 

Continuation of capacity charges following a sudden termination is a payment 

ra service, the service of making capacity available in the full amount as lor 

it was desired. Essentially this is no different from the regular monthly power 
bill which is also a payment for a service. It would be just as much a breach of 

ind business practice to waive the payment of capacity charges where they are 
jue as it would be to waive payment for power delivered and used. Such charges 
herefore go to the heart of the question whether TVA is to operate as a busine 
organization. That this is the intent of Congress has been made clear from the 


ery beginning. TVA was required by section 14 of the act to keep complet 
iccount of its costs and to sell power at rates which would make the TVA power 
projects self-supporting and self liquidating It is obvious that if a third of 


[VA’s capacity is rendered idle by AEC and TVA receives no compensation for 

e idle capacity, the TVA investment cannot he self-supporting and self-liquidat- 
ing In recent years Congress has gone further and required TVA to repay to the 
lreasury over a 40-year period, from net income, the appropriated funds invested 
power projects. It is obvious that TVA cannot comply with this congressional 
undate if, suddenly, all income is lost from a third of its total capacity There 
is no suggestion in the provisions establishing the repayment requirement that 
[VA would be excused from this requirement should the national defense estab- 
ishments of the Government suddenly cease using the large quantities of power 
reserved for them. The AEC load is so large in relation to TV A’s total load that 
if AEC should cancel its power contract without providing for reasonable pay- 
ments to TVA during the period in which the TVA system absorbed the capacity 
thus rendered idle, the impact on TVA’s financial position, on its record of sound 
and successful operation, and on its ability to comply with congressional require 
ments, could have serious consequences 

It is true, of course, that the payments by AEC to TVA under the termination 
arrangements (like the payment for other power bills) is in a sense the payment 





by the Federal Government from one pocket to another. However, such pay- 
ments enable Congress and the public to appraise correctly the costs of the pro- 
srams of the respective agencies. Without capacity charges during the period of 


1onuse TVA would in effect be assuming costs for a part of the AEC program. 
If the AEC and TVA programs are to reflect their own costs accurately a charge 
in accordance with business standards is essential. The payment of such a char 
would cost the Federal Treasury nothing in balance. It not only would be con 
sistent with the financial policies established by the Congress for TVA’s power 
operations but also, since TVA would receive and account under its act for the 
payment made by AEC, the payment would serve to reflect properly the respective 
costs and income of AEC and TVA. 

I hope this letter will help to clarify this phase of our arrangements Please 
let me know if there is anything more that we can do to help dispose of tl 
matter. 

Very truly yours, 





TENNESSEE VALLEY AUTHORITY, 
G. O. WESSENAUER, Manager of Power. 


TENNESSEE VALLEY AvUTHORITY, 
Chattanooga, Tenn., May 2 > 1952 
Mr. 8S. R. Saprrre, 
Manager, Oak Ridge Operations, 
United States Atomic Energy Commission, 
Oak Ridge, Tenn. 
Dear Mr. Saptrie: In accordance with your request, we are writing to sum- 
marize briefly the need for the type of cancellation provisions we have discussed 
in connection with our arangements for power supply 
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TVA is required by law to carry on its power operations on a sound busi: 
basis. It is required by law to provide for regular amortization of its investm: 
in power facilities and is expected to earn a fairly regular return on that iny 
ment. Requests for funds for additional power facilities are justified to Congr 
on the basis that the power is needed and that its sale would bring in reve) 
adequate to cover amortization and to earn a return of about 4 percent on 
investment. Our contractual arrangements, therefore, are designed to prov 
the necessary revenues for that purpose. When generating capacity is used 
supply power, the revenues from the sale of the power cover the earnings requi! 
ments imposed upon TVA. When a contract is canceled, it takes time to f 
another market. Cancellation provisions cover charges which should be bo 
by the customer over a reasonable period required by TVA in obtaining anot 
market. Obviously, the problem of finding another user for a block of power 
more difficult and takes longer if the quantities being relinquished are very larg: 

With the proposed expansion of AEC’s power requirements, one-third of « 
system capacity at the end of 1955 will be devoted to supplying power to AE( 
This means that if the use of power at your projects were to cease at that tim 
the other loads on the TVA system would have to increase 50 percent to absor! 
the supply. 

The demand charge component in our price to you for power covers costs whi 
continue whether the capacity is used or not. Therefore, as indicated above, eve: 
f AEC suspends power use, TVA must arrange to continue to collect the demai 
charges for the capacity that has been provided, until other consumers are four 
who will take on the obligation through purchase of the power. 

The period in which cancellation charges must be collected depends on the as- 
sumptions made as to the time required to find other markets. In view of the record 
of very rapid growth in use of TVA power, TVA is willing to make very optimisti 
assumptions as to the development of new markets in fixing limitations on AEC’s 
obligations. 

In order that AEC may know the extent of its obligations so that provisions 
can be made to meet them, it is desirable to establish a schedule for reduction in 
the contract demands following notice of cancellation. However, it is also 
desirable to permit somewhat more rapid reduction in the contract demand, if 
favorable circumstances should make that possible for TVA, and to recogniz 
that the schedules probably can be modified to advantage by agreement when thi 
time comes. 

You understand, of course, that the form of cancellation charge which has been 
suggested would not require any payment from AEC for capacity it did not use 
if it tapered off its load over the period of years required for the absorption by 
other TVA customers of the capacity contracted for by AEC. Cancellation 
charges are payable only in the event of an abrupt reduction or termination of 
AEC operations. 

Please let me know if you would like any additional or more detailed information 

Very truly yours, 
TENNESSEE VALLEY AUTHORITY, 
G. O. WEessENAUER, Manager of Power. 

Mr. Putuurps. We will be glad to hear your preliminary statement, 
Mr. Dean. 

Mr. Dean. The Atomic Energy Commission is appearing before 
your committee today to propose changes in the appropriation 
language enacted last July. The Supplemental Appropriation Act, 
1953, appropriated funds for construction of additional gaseous diffu- 
sion plants to produce U-235 at Portsmouth, Ohio; Paducah, Ky 
and Oak Ridge, Tenn. The act also contained language authorizing 
the Commission to enter into long-term contracts for electric power to 
operate these plants. But the language included a provision limiting 
to $57 million the contingent liability which the Commission might 
obligate itself to pay as cancellation costs under these electric utility 
contracts, for electric power. 

Mr. Puiuutps. That is for each individual contract? 

Mr. Dean. That is the total; the total for all three places. 
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AMOUNT OF CANCELLATION CHARGES 


Mr. Puiuires. The total cancellation was limited to $57 million? 

Mr. Dean. That is correct, except I was going to refer to this: 
The provision that was made 2 years ago for the first stages at the 
Paducah and Oak Ridge plants 

Mr. Puruuies. As I understand it, this limitation was put in on the 
floor of the House. 

Mr. Dean. Yes. 

Mr. Corron. How was this limitation of $57 million determined? 
The matter was debated, but it does not show how it was arrived at. 

Mr. Boyer. We had in our appropriation request an item of about 
$277 million, of which $220 million was to provide for construction, 
to start the construction of facilities for the Portsmouth powerplant. 

Mr. Puiuures. Tell us what the $57 million covered. 

Mr. Borrr. The $57 million covered the cancellation costs for 2 
contracts—the expansion portion of the Electric Energy, Inc., and also 
to cover the contract for the TVA. 

Mr. Puiuuips. But the whole $277 million had to do with cancella- 
tion? 

Mr. Borer. The $220 million of that was put in to enable us to 
build generating facilities at Portsmouth. At that time we did not 
have the contract with the OVEC, and we were in the course of 
negotiations at that time, hoping we could possibly make a contract, 
but we needed to be in position to cover either the guaranty of can- 
cellation costs or the initial construction cost of the power facilities. 
So, I think there may have been some connection between the $220 
million for construction and the $57 million for cancellation. 

Mr. Paitures. In other words, $57 million would be the portion of 
the $277 million for that portion of the item which involved cancella- 
tion contracts. 

Mr. Boyer. That would appear to be it. 


GENERAL STATEMENT 


Mr. Dean. The substitute provision, which we are submitting to 
the Congress, with the approval of the Bureau of the Budget, would 
do two things: First, it would remove the present limitation of $57 
million, as the maximum cancellation liability the Commission could 
assume in the power contracts for the new expansion program facilities 
covered by the Supplemental Appropriation Act, 1953. 

Second, it would extend the scope of the language to cover power 
contracts existing before June 30, 1952, to supply the power require- 
ments of the base-program facilities at Oak Ridge and Paducah. 

I should like to discuss the reasons for removing the dollar limita- 
tion first and return later to the desirability of extending the language 
to previous long-term power contracts. 

It was recognized in the floor debate last July on the conference 
report on the supplemental appropriation bill for 1953 that the $57 
million limitation would prevent the Commission’s entering into defini- 
tive power contracts; that we would have to make interim arrange- 
ments within the limitation, and that we would be expected to seek 
relief from the limitation in this session of the Congress. 

As I recall, in our appearance before the Senate committee, the 
committee said, “Come back and see us in January, in case you get 
into a position where you need relief.’’ So, we are just a little late 
coming up here in April. 
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At the present time we have negotiated power contracts with two 
private utility groups for power at Portsmouth and Paducah, and with 
TVA for power at Oak Ridge and the balance required at Paducah. 
But each of these contracts has had to be negotiated as an interim 
arrangement, because the maximum cance lation costs under the con- 
tracts would greatly exceed the $57 million limitation. These interim 
arrangements in each case will expire on August 1, 1953, unless the 
Commission by that time has received authority from the Congress 
to assume the full cancellation liability proposed in the definitive 
contracts. 

Based on current construction costs, the estimated maximum can- 
cellation payments would amount to approximately $340 million under 
the provisions of the existing and proposed contracts. This maximum 
is divided among the three utility groups as follows: 

Ohio Valley Electric Corp., for Portsmouth, $140 million; 
TVA, for Paducah and Oak Ridge, $131 million; and 
Electric Energy, Inc., for Paducah, $69 million. 

This maximum estimated liability is based upon the most costly 
conceivable conditions of termination. Such costs, it is true, would 
arise if—and the unlikeliness of all these happening together should 
be obvious—if the Commission were to cancel its commitments to buy 
power immediately upon completion of the powerplants; if the Com- 
mission were unable to provide any advance notice to the power 
groups; and if the Commission’s demand were to be totally eliminated, 
and not just curtailed—and that is the only possible assumption we 
can make in trying to arrive at a figure of maximum costs. 

We believe it is unreasonable to assume that the Commission would, 
without adequate notice, close down each of the three gaseous-diffusion 
plants at the time the supplyi ing powerplants have just been completed. 
Instead, we might reasonably expect that the production facilities 
would be operated for a considerable period after construction of the 
powerplants, and that advance notification of cancellation would be 
given. In this case the cancellation costs would be only a fraction 
of the maximum figure. 

The essential purpose of the appropriation language is to provide 
a guaranty that cancellation costs will be paid by the Commission if 
the contingencies should arise that are contemplated in the contracts. 
It. is quite clear why the Commission must be prepared to assume the 
contingent liability for paying full cancellation costs. The primary 
reason is that each of the utility groups providing these large blocks 
of power would require several years to absorb into its system the 
cenerating capacity that would be available if the Commission found 
it necessary either to curtail sharply or discontinue its demand for 
power. During this period of transition, each of the groups would 
have to carry a large burden of fixed charges. These consist of such 
items as depreciation of plant and equipment, maintenance costs, 
insurance, taxes, interest on borrowed money, and return on equity 
investment. 

Let me give you some idea of the magnitude of the generating 
capacity that would have to be absorbed by the three utility systems: 

First, the power requirements of all the gaseous diffusion facilities 
when fully operating will be about as great as the entire electric energy 
consumed in the three States, Tennessee, Kentucky, and Ohio, during 
1952. 


















Second, these powerplants and transmission lines represent a plant 
investment of more than $1 billion. Expenditures by the private 
utilities and by TVA will total roughly one-half billion dollars each. 
This is the largest powerplant construction going on anywhere in the 
country today. 

Third, at the end of 1955 about one-fourth of the total generating 
capacity of the three power groups will consist of capacity dedicated to 
meet AEC requirements. 

[ think it is only in the light of that background can you understand 
the figures that we are proposing. 

Now I would like to return to the second major change in language 
the extension of the language to include long-term power contracts 
prev iously in existence. 

Under the 1953 supplemental language, which covers only contracts 
in connection with the current expansion program, it is not necessary 
for the Congress to appropriate funds now to cover the Commission’s 
contingent liability for the cancellation costs of these contracts. We 
would expect that any cancellation costs which actually require pay- 
ment would be covered by future appropriations, either to be requested 
or available at the time. 

With respect to the previously existing power contracts, the Com- 
mission has already received $50,600,000 of appropriations to cover its 
cancellation liabilities under these contracts to June 30, 1953. More- 
over, the Commission would require an additional $10,900,000 os fiscal 
year 1954 to meet the growth in contingent liability in that year; this 
amount was included in the original 1954 estimates submitted ts the 
Congress in January of this year. 

Now, if language covering these existing contracts is approved by 
the Congress, then the amount previously appropriated and that 
required in fiscal year 1954 for this purpose, or a total of $61,500,000, 
can be applied against the appropriation requested for the Commission 
in the January budget submission for 1954. This has been done in 
the current review and revision of 1954 requirements. 

We urge your approval of the proposed appropriation language. 

Mr. Puruuies. Mr. Dean, your request is not for a raise of limita- 
tion, but for its removal? 

Mr. Dean. That is correct. 
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Mr. Pures. In the calculations which are attached to the memo- 
randum now laid before each member of the committee, what do you 
figure is the maximum amount of money involved in the cancellation? 

Mr. Boyer. If we add up the maximum cancellations just from the 
justific = which was submitted to your committee, you have a 
total of $339,200,000. ‘That is based upon the present estimated cost 
of the plant and is subject to modification. 

Mr. Puiuures. Mr. Dean, you remember I raised some question 
about this last year, and the appropriation committee, in referring it, 
gave you $50.6 million; is that correct? 

Mr. Dean. Yes. 

Mr. Puiuurrs. It still is not quite clear to me why we have to give 
you money in cash for cancellations. Why cannot the United 
States, which is an institution of some standing, just say, we authorize 
you to enter into contracts, and if and when necessary we will pay you 
the money, or such part of the money as is necessary? 
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Mr. Dean. That is exactly what we are asking; no cash appropri- 
ation in this at all. 

Mr. Purturrs. Why can we not take back this $50.6 million? 

Mr. Dean. That is what we want you to take into consideration, 
and that should be applied against our appropriation in fiscal year 
1954. 

Mr. Puiturrs. Obviously you will note a gleam in the eye of any 
member of the appropriation committee, whe na suggestion is made 
about taking money back. 

Mr. Dean. I think that the l: anguage which we have proposed does 
exactly what you want done. In other words, we have furnished you 
with the language, which would do that 

Mr. Puiuurs. That appears on page 1 of the justifications? 

Mr. Dean. Yes. And Mr. Boyer, in response to your question, 
was simply estimating what might be the maximum cancellation 
charges for these facilities if canceled out at the most unfortunate 
time from the standpoint of the Government. 


NATURE OF CONTRACTS FOR POWER 


Mr. Corron. Is the amount that you have suggested based on 
contracts that you have made, and contracts you contemplate making 
with the TVA? 

Mr. Dean. Also OVEC and EEI. 

Mr. Corron. It includes the expected TVA construction of some 
more steam plants; is that right? 

Mr. Dean. I think this is true, that all of the power which we are 
getting from TVA has been appropriated to the TVA up to this time. 

Mr. Corton. These particular contracts are not based on any 
expected or anticipated steam plants that will be asked for subsequent 
to this fiscal year? 

Mr. Boyer. That is correct, Mr. Cotton. We now have contracts 
executed with the Electric Energy, Inc., Ohio Valley Electric Corp., 
and with the TVA organization, covering the specific power require- 
ments, and as was outlined, the authorization and appropriation by 
Congress has already been made for the funds necessary for TVA to 
build the plants required. 

Mr. Corron. I would like to ask one more question, which is 
indirectly in point: Did anyone, other than the TVA, bid or make a 
proposal to furnish power for either of the new power facilities at 
Paducah? 

Mr. Boyer. Other groups were solicited as to their interest in 
supplying power for Oak Ridge and in the case of Paducah, Ky., we 
had proposals from private groups as well as the TVA, and as is noted 
in the justifications, a portion of the expansion for Paducah is covered 
by the contract with the EEI group. 

Mr. Corron. Did you originally ask that this money be appro- 
priated and placed in your hands, rather than not being given authority 
to contract for it, and if so, why? 

Mr. Dean. Yes, wedid. My recollection is that when we first came 
before this committee, not having entered into a contract, we had to 
make the assumption that the Government would put up the plants, 
although it was never our idea to put the Government in the power 
business, but for the purpose of beginning, we were asking for enough 
for the construction of these plants with Government money, and 
also made provision for the $57 million. 





Mr. Corron. And this $60 million? 

Mr. Boyer. This $60 million came as the result of-—— 

Mr. Partuiprs. May I say I am responsible for that figure? 

Mr. Corron. What I had in mind is that it came about because 

you had to have money for use against certain contingencies. 
“ Mr. Boyer. When we made the original contract with the TVA 
and the EEL to cover the base load at Oak Ridge and Paducah there 
then was a request for a specific dollar authorization to cover our con- 
tract liability, and that is the reason why we came in and asked and 
were granted the cash appropriation to cover that. I think that is 
correct. 

Mr. McCarruy. That is correct. Initially, in the early days, you 
may remember, that they were thinking of a small amount 

Mr. Puruures. $60 million is a small amount for AEC—— 

Mr. McCarruy. I was thinking about the initial five million. As it 
crew, we discussed with the Bureau of the Budget the possibility of 

getting language which would give us the authority to contract, pro- 
viding that if and when cancellation occurred, any appropriation 
a vailable to the Commission would be used for that and I think you 
will recall, Mr. Chairman, that when we were up on the supple- 
mental appropriation we suggested the possibility of utilizing lan- 
cuage such as suggested here to eliminate the amount. 

Mr. Puriures. That seems to be the most practical way to handle 
it. And I do not see why there is any need for any actual cash 
amount, we do not know what it is going to be, and we can simply 
give authorization, and in case of actual need for money, money can 
be made available. 

(Off the record discussion. ) 


MAXIMUM AMOUNT OF LIABILITY FOR CANCELLATION CHARGES 


Mr. Corron. If the committees or the Congress still insist on a 
limitation, in place of this present $57 limitation—first, would that 
seriously hamper your activities, and if so, what ceiling could be 
fixed that would do your organization no injury? 

Mr. Dzan. I would think we would have to say until we get the 
figures in order, at this point it would have to be an estimate. I 
think we could make an estimate quite close, and I think that it 
would actually amount to, in the event the costs of construction do 
not go up appreciably over what they are now, it will be in the 
neighborhood of $350 million. 

Mr. Puiuurps. $339.2 million. 

Mr. Boyer. The way it is figured out here; but you recall there 
is provision for escalation and dependent upon the actual cost of the 
plant in arriving at these figures, I should be able to make a change——— 

Mr. Puruuips. You think it might be put at $340 million? 

Mr. Boyer. It is a difficult question, Mr. Phillips. No doubt 
that would be ample, but we wanted to be in position to execute a 
contract with these companies, which will permit them to carry out 
their financing, and if it is not adequate, then it makes it extremely 
difficult to work it out with them. 


POWER ARRANGEMENTS AT PADUCAH 


Mr. Jonas. As I understand the situation at Paducah, originally 
you expected to use 1 million kilowatts? 
Mr. Boyer. Yes. 
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Mr. Jonas. And you contracted for half of that supply from EE] 
and half of it you plan to obtain from TVA? 

Mr. Boyer. That is correct. 

Mr. Jonas. At the time you made the original determination to 
split it, was the EEI in position to furnish your full power require- 
ments? 

Mr. Dean. Was it in position to? In the sense that they could get 
themselves in position to furnish 100 percent, yes. The same was 
true, of course, of TVA. 

Mr. Jonas. Is it true that EEI did not have the facilities and ability 
to furnish the full 1 million kilowatts? 

Mr. Duan. EEI was especially created for the purpose; an organi- 
zation of a group of utilities; they had just come into existence and 
wou!d have to build some plants they did not have. 

Mr. Jonas. Did EEI represent that it was in position and would 
sign a contract to supply the full 1 million kilowatts? 

Mr. Dean. I think, if my memory serves me correctly, that EE] 
made proposals of 25 percent, 50 percent, 75 percent, and 100 percent 

Mr. Jonas. Now, you have increased your requirements from | 
million to 2 million kilowatts? 

Mr. Dean. Roughly 2 million, yes. 

Mr. Jon is. Is this 25 percent that you plan to obtain from EE] 
that is, 25 percent of the additional—is that merely one-fourth of 
this sedan million kilowatts? 

Mr. Dean. One-fourth of the second 1 million. 

Mr. Jonas. And you plan, then, to obtain three-fourths of the 
second million from TVA? 

Mr. Dean. That is correct. 

Mr. Jonas. Has EEI represented to you that it is in position to 
and will contract to supply this full 2 million, or not? 

Mr. Dean. Yes; we took a proposal from TVA and EEI again on 
the second increment, and again I recall—and if this is incorrect, 
please correct me—but it is roughly this: A proposal for 25 percent, 
50 percent, 75 percent, and 100 percent. There were engineering 
and other problems which made the three-fourths and one-fourth 
split seem wise, and that had to do primarily with the question of 
the Joppa plant, which EEI planned across the river on the Illinois 
side—they would get the 25 percent by adding new generating units 
to the existing plant. Any additional generation would have required 
a new plant. In other words, it would have meant a completely 
new setup for KEI. 

Mr. Jonas. But if EEI is financially responsible, is that not a 
question for EEI to consider and not this committee? 

Mr. Dean. I would have to take a look, Mr. Jonas, to see what kind 
of a proposal came from the 25 percent, 50 percent, and 75 percent, 
from the standpoint of returns. 

Mr. Jonas. That satisfies my present inquiry, and you state, as I 
understand you have stated, that the EEI did represent that it was 
in position and made you a proposal to contract to furnish the full 
requirement? 

Mr. Dean. Yes. 

Mr. Saprriz. It would have cost approximately $2 million more per 
year for the electric power to buy it entirely from EEI than for the 
25 percent from EEI and 75 percent from TVA. 
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Mr. Jonas. You mean because of the rates? 

Mr. Saprrig. Because of the rates. The rates are based upon the 
capital investment, and if EEI had to construct an entirely new gen- 
erating station on another site, there are some basic facilities that 
would have to be duplicated, that are already in at the site that TVA 
now has. ‘The addition to the total capital investment would result 
n an increase in the rates. 

Mr. Jonas. You say that if the Commission had contracted with 
the EEI to provide the full 1 million additional kilowatts, because of 
the increased rates it would have cost the Commission $2 million? 

Mr. Saririz. Approximately $2 million. 

Mr. Jonas. On what; per year? 

Mr. Sapririe. Per year. 

Mr. Puiuurpes. I do not know how it could. If they can furnish 
kilowatt power at a certain price, and you increase the offer more than 
50 percent, instead of taking 25 percent, in accordance with the 
original contract. 

Mr. Sapirie. The 25 percent increase is based on the addition of 
two generators at the Joppa station, taking advantage of some of the 
basic facilities they have now. 

Mr. Puitures. Will you be a little bit more specific when you refer 
to basic facilities? You mean they can put 2 new generators in their 
existing plant, whereas if they had to put in 4 generators they would 
have to build additional housing for the generators? 

Mr. Sapirie. With additional water supply, switching facilities, 
pumping facilities ,and so on. 

Mr. Puiuurpes. Ordinarily that is the proper business of a power 
producer and a distribution agency, and how can you say it would 
cost the Commission $2 million more mone y if EEI did it? 

Mr. Saririz. The investment per kilowatt capacity would be rela- 
tively higher, and the rates are based upon the cost of the facilities as 
one of the factors. 

Mr. Jonas. Maybe we can get at it this way: What was the 
proposal? 

Mr. Sarrrize. The porposal would be the cost to the Govern- 
ment—- 

Mr. Jonas. I mean how much per kilowatt? 

Mr. Sapririz. The rate would be approximately 4.04 mills per 
kilowatt-hour, based upon the estimate we had at that time. 

Mr. Puiuuips. Is that not a variable? 

Mr. Saprrie. That was variable, yes; and since then there would 
have been several factors of increased cost. That would have com- 
pared to approximately 3.74 mills per kilowatt-hour for the 25-75 
percent split. These estimates are of a year ago. 

Mr. Dean. What was the TVA’s proposal for the one million? 

Mr. Saprrin. The TVA proposal on the full amount was approxi- 
mately the same as the 25-75 percent split; approximately 3.7 mills 
per kilowatt-hour. 

Mr. Puruurps. Is it reasonable to suggest that the TVA figured it 
could make up their loss, make a lesser offer and if it suffered some 
loss, it could fall back on the taxpayers, and I would not anticipate 
that EEI had any such cushion to fall back on? I do not blame the 
AEC for buying power at the cheapest rate it can get, but I am not 
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quite sure how TVA could make a bid of $2 million less a year than 
the EEI. 

Mr. Saptrie. It is based upon engineering factors involved. The 
TVA station was originally designed so as to permit expansion to 
allow for the installation of additional facilities. 

Mr. Borer. May I supplement that, Mr. Chairman? 

Mr. Puiuuirs. Certainly. 

Mr. Boyer. It appeared to the Commission that if we were to 
take advantage of the existing installations and add to them any 
increments, which both TVA and EEI expected they could do, this 
would result in lower cost to the Government than would otherwise 
be the case. In other words, it would have meant getting these 
facilities at a lower overall average cost, and that is one of the per- 
suasive reasons for the 75-25 percent split. The EEI installation 
was such they could add two additional generators without putting 
in additional coal-handling equipment, water inlets, and not moving 
to any new location. The same way TVA was able to expand its 
plant, and get the advantage of existing facilities, which were already 
there, so that we had the advantage of two sources of supply of 
power coming to the plant, and with this expansion completed, we 
would be able to take advantage of the incremental position of both 
groups. 

Mr. Puruuips. I have no desire to enter into an argument here on 
TVA prices, and I think, Mr. Boyer, you are as familiar with TVA’s 
methods asI am. For instance, they contend that TVA is returning 
to the taxpayers a fair return on the Government’s investment, and 
they produce that by a formula which says that if they have paid over 
$4 million and make no cash payment to the Government for the con- 
struction of a new facility, since this is a capital investment and be- 
longs to the Government, that it must be considered as a return to the 
Government upon the investment of the taxpavers money. 

I have no doubt there are many private utilities who would be 
delightered to show a new facility as a dividend to the investors of the 
company. 

Of course, the only question concerning you is buying at the cheapest 
rate you can get, but if this is power purchased from ‘the TV A, which 
cost the taxpayers money, what you save through TVA you receive at 
the expense of the taxpayers in buying from TVA rather than EEI. 
That was the basis for my question. 

Mr. Boyer. Mr. Chairman, we have made a considerable study of 
the question of the comparable rates in an attempt to evaluate the 
Government’s position and in trying to arrive at what appeared to be 
best from the Government’s point of view. 

Mr. Jonas. There is one other thing that is not clear to me: You 
have stated that one of the reasons why TVA could furnish the 
three-fourths of the 1 million kilowatts in this second contract at a 
cheaper rate than EEI was because TVA already had in place much of 
the facilities that would be required and that EEI would have been 
compelled to put in new installations. Is that correct? 

Mr. Boyer. That is correct; if I may expand on that just a little 
further. 

Mr. Jonas. What was the situation when you made the first 
1 million contract? Were the facilities of EEI already in place? 
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Mr. Boyer. No; the situation then was this, Mr. Jonas: That both 
TVA and EEI we re faced with the necessity of building new facilities 
adjacent or next to the plant, and they both did that. “Unfortunate ly 
EEI’s plant was so arranged and so built that they felt they could not 
add more than two units to the existing plant. The TVA plant had 
the capability of adding more units than just two to their plant. 

Mr. Jonas. They did not have that capability before they built 
the plant. 

Mr. Boyer. That is correct. 

Mr. Jonas. They both started off from scratch? 

Mr. Boyer. Yes. 

Mr. Jonas. And if you had informed EEI that you would look to 
them for your full source of power, they would have put in their first 
installation with the idea of expanding, if they needed more. Is that 
not correct? 

Mr. Boyer. Well, at that time we did not foresee we were going to 
be doubling the Paducah plant as soon as that came to pass. How- 
ever, I think that EEI certainly had in mind the possibility that there 
might be a subsequent expansion, and they arranged it so they could 
take in two additional units, and that was pretty substantial; that was 
1 50 percent increase. 

Mr. Jonas. When you made the first agreement, providing that 
the one million kilowatts would come equ: ally from TVA and EEI, I 
assume that the rates were comparable at that time? 

Mr. Dean. Just about. 

Mr. Jonas. Did EEI reduce its rates to meet TVA competition, or 
was it a competitive bid proposal? 

Mr. Boyer. I will tell you how we came to the evaluation on the 
point that Mr. Phillips raised here a while ago about the overall 
factors that entered into TVA’s method of arriving at rates. We 
made a careful, as careful an analysis as we could; there was an appar- 
ent difference, but after we made our analysis, we came to the con- 
clusion that the rates were essentially comparable, but that there 
should be some other factors taken into consideration in making the 
decision as to how this power should be divided. It is important, 
when you are considering such a large block of power as this, you look 
at the available power facilities to bac kup the plant. 

So, by splitting this we had a backup from the TVA system, and 
we had a backup from the 5 companies making up the EEI, so we 
were getting the benefit of these 2 large power organizations to back- 
up the supply that came from 2 plants that were built. And it was 
important also to them, that in the event there should be a cancella- 
tion for any reason whatsoever, they would have the ability in their 
systems to absorb the power. The organizations making up EEI, 
have a capacity today of something in the order of 2 million kilowatts, 
and an additional 2-million- kilowatt-generating capacity thrown upon 
this system would be a heavy load to absorb. 

So those factors of the backup, and the ability to absorb additional 
power, in case of an emergency, were factors that entered into the 
consideration. 

Mr. Jonas.. That would be true in any case, would it not? 

Mr. Borer. That is correct. 

Mr. Tuomas. Mr. Chairman, this hearing caught us flat-footed; 
I think some of the committee members, as well as the Commission. 
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Mr. Putuurrs. All of us. 

Mr. Tuomas. I seem to remember in the closing days of Congress, 
I think if you will check you will see there was an item of $2.9 billion 
to use the round figure, in the construction program; of that $2.9 
billion, $277 million worth of cancellation of power contracts, $57 
million was to go to Paducah and Oak Ridge; $37 million to Oak 
Ridge and $20 million to Paducah, as well as I remember, leaving 
$220 million to go to site X, that was to be the new plant. 

Mr. Dean. $1.2 billion I think is the correct figure, Mr. Thomas, 
for the AEC facil:ties at site X. 

Mr. Tuomas. Well, for the power cancellation, it was $220 million? 

Mr. Dean. In addition, you would have to add—— 

Mr. THomas. And that $220 million was somewhat of an indefinite 
figure. Your best figure was, if the Commission could not make a 
satisfactory contract with this network of power companies, the 
Commission would be obliged to build its own plant, and your best 
estimate for building your own plant was $400 million? 

Mr. Boyer. Approximately; that is right. 

Mr. Tuomas. And that $220 million, which was about 55 percent 
of your total construction costs, would be allocated more or less for 
trading purposes until you could arrive at some firm contract. 

Getting back to that $57 million, $37 million to Oak Ridge and $20 
million to Paducah, were not those firm figures to complete all of your 
power requirements at those 2 places, 1 with a governmental agency 
and the other with a network of private power companies at Paducah? 
Were not those firm figures, the $57 million? 

Mr. Boyer. The $57 million was made up by an indicated require- 
ment of $13 million to guarantee the EEI contract, and TVA at that 
time indicated a $44 million requirement for cancellation for the 
Oak Ridge and Paducah facilities and to take care of some of the base 
requirements for TVA at Oak Ridge. That was roughly $57 million. 

Mr. Tuomas. $44 million, then, to TVA and $13 million to the 
EEI network over at the Paducah plant. Now, were those firm 
figures? 

Mr. Borer. Not at that time, because we did not have contracts 
with those people at that time. 


BREAKDOWN OF CANCELLATION CHARGES 


Mr. Tuomas. What is your firm contract, if you have one, with 
the network at Paducah? 

Mr. Boyer. The EEI contract now, which takes into consideration 
the base and the expansion and totals a requirement of 735,000 
kilowatts of capacity, gives a maximum cancellation cost of $68 
million if it is canceled just prior to the startup of the completed 
plant. If it is after the startup of the completed plant, the cancella- 
tion drops down to about $60 million, of which some $22 million is 
for the notice period. In other words, we must give them notice 
of 1 year for the base of 500,000 kilowatts and must give notice of 3 
years for the additional 235,000 kilowatts of capacity. So that makes 
a notice cost of roughly $22 million. If we take power during that 
period, of course, we pay for the power at the usual rates and no 
notice is required. 
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Mr. Tuomas. The maximum liability for the Paducah operation is 
$68 million? 

Mr. Boyer. That is for the EEI portion of it 

Mr. Tuomas. How long is this contract supposed to last? 

Mr. Boyer. 25 years. 

Mr. THomas. Have you already entered into the contract? 

Mr. Boyer. We have already entered into the contract, but it is 
subject to cancellation by August 1 providing there is no authorizing 
legislation for us to extend the contract and take on the added cancel- 
lation responsibility. 

Mr. THomas. In the face of that limitation, I do not see how you 
could make a binding contract without violating the law. 

Mr. Boyer. We understood that. 

Mr. THomas. So, as it now stands, it does violate it; does it not? 

Mr. Boyer. It is subject to axeneien. Actually, the EEI con- 
tract is made up of an interim contract and, if our authority is granted, 
ve have the terms of the contract agreed to that would go in the firm 
contract. 

Mr. THomas. How do you arrive at that $68 million cancellation 
cost for the Paducah facilities? 

Mr. Borger. That takes into consideration the notice time for the 
500,000-kilowatt plant that is now under construction plus the cancel- 
lation cost for that plus for the new addition, 28 percent of the cost 
of completed facilities. 





COST 





OF CONSTRUCTING POWER 





FACILITIES 


Mr. Tuomas. That is just so many words. It does not mean much. 
In entering into the contract, did you figure out just how much money 


the utility people would have to put out to construct the facilities and 
so forth? 


Mr. Boyer. Yes. 

Mr. Tuomas. What is their total cost? 

Mr. Boyer. Their estimate—they furnished us information indi- 
cating their present idea of the cost of the plant—of the EEI plant at 
Paducah, will be $166 million. 

Mr. Tuomas. Did your people check that cost? 

Mr. Boyer. Our people gave a great deal of consideration to their 
cost estimates, and we are scrutinizing their current cost, which is a 
factor that enters into the power cost in the estimation that takes into 
consideration the cost of the plant. 

Mr. Tuomas. In other words, your cancellation cost is $68 million 
against a total outlay of $166 million. Is that the w ay you figure it? 

Mr. Boyer. Let me make clear this is the maximum cancellation 
cost that the Government would experience if we canceled at the 
most inappropr late time for the ¢ Gov ernment and took no powe r dur Ing 
the notice period. 

Mr. Tuomas. In other words, you are obligated, then, to pay about 
40 percent of the total cost of the plant in case you want to breach the 
contract and pull out? 

Mr. Boyer. If we do it at the least advantageous time for the 
Government. 

Mr. Tuomas. What about the TVA end of it, the $44 million; 


is 
that a firm figure now as far as TVA is concerned? 
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Mr. Borer. TVA cancellation is made up of the demand cost, the 
demand cost during the notice period. They have said in their - 
tract, if we should cancel, we must give them between 48 and : 
months’ notic e, depending on which portions of the contract we diel 
and, if we take no power during that period, we must pay the demand 
charge during that period. That demand charge will amount to $52 
million at the Paducah site and $70 million at the Oak Ridge site and, 
in addition, there is a $9 million cancellation cost for coal which repre- 
sents the cost TVA will have incurred provided the coal contract is 
canceled. That adds up to $131 million. 

Mr. Tuomas. So the $44 million is not a drop in the bucket, then; 
is it? 

Mr. Boyer. That is right. It was recognized at that time that we 
had no contract with TVA, and that was subject to negotiation. 

Mr. Tuomas. Do you have a firm contract as of this minute with 
TVA? 

Mr. Boyer. We do. 

Mr. Tuomas. How did you make it in the face of that limitation? 

Mr. Boyer. It is subject to cancellation on the part of AEC on 
August 1 if we do not have the authorizing authority. 

Mr. Tuomas. So you have an outside liability on the Paducah 
plant of $168 million ard on the TVA plants of $131 million? 

Mr. Boyer. I would like to make a correction. It is $68 million 
and not $168 million. 
Mr. Tuomas. That is right, and the total cost was $166 million. 


Mr. Boyer. Yes. 

































NATURE OF TVA COMMITMENTS FOR POWER 








Mr. Tuomas. How does TVA justify a cancellation cost here to 
another Government agency of $131 million when that agency is 
coming up here wanting to build 2 or 3 more spore They say 2 
or 3 more will not satisfy their needs; that the area is growing by 
leaps and bounds and they have to have more dewres: In other 
words, where are they going to be damaged to the tune of $131 mil- 
lion if you do not take “this power, when they are seeking to build 3 
additional units over and above this, and they also serve notice on 
you that perhaps it will take X number of units in addition to the 3 
they want to build during 1954? 

Mr. Boyer. Briefly, the TVA situation is this. They will have a 
total capability of 9.6 million kilowatts of generating capacity in 
1955, of which 2,935,000 are the AEC load. Roughly, one-third of 
their system is tied up in generating facilities dedicated to AEC 

requirements. They tell us ‘if that is canceled out and there is no 
power taken under that, it will take time to absorb that amount of 
generating capacity into their system and they will be faced with 
carrying charges on those facilities even though the facilities are not 
being ope rated. 

Mr. Tuomas. Well, it is not improbable that world conditions could 
approac h a point in the next few months where the Atomic Energy 
Commission could greatly reduce its activities and, if that occurs, 
TVA would have a surplus of power on its hands without building 
any additional units or any additional brand new power units them- 
Would they not? 
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if you remove this limitation of $57 
it is entirely possible you could spend at Paducah and TVA $200 
not? 
That would be 
about $200 million. 


For all practical purposes, $200 million won’t miss 


I think I[ agree with your arithmetic. 
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What about over at the Portsmouth site 


The situation at the Portsmouth plant is this: 
a contract with the Ohio \ 
for their furnishing us with 1.8 million kilowatts of generating capacity 
cancel this contract at the most expensive time for the 
we must give them 24 months’ 
no power during that time, then the cost of the demand charge for 
those 24 months is $57 million. 
cancellation costs and coal 
making a total of $139.6 million as being the presently estimated 
maximum cancellation cost for the OVEC 
l'xomas. The Portsmouth contract is the same site we denom- 
inated as X in your hearings last July and 
That is correct. 
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will be for the construction of these power facilities? 
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assurance that the Government will meet the cancellation charoy 
should the Government cancel the contract. 

Mr. Tuomas. Well, there is no pinch, then, in removing this limit 
ation of $57 million? 

Mr. Borer. We do not believe so. 

Mr. Tuomas. You do not believe there is any urgency? 

Mr. Boyer. No. I agree with you there is no pinch in es removal! 
of the $57 million limits ation, if | understand the context in whicl 
you are using the expression. 

Mr. Puinuips. I think you had better correct that, because I think 

Thomas means 

Mr. Boyer. You say there is no urgency? 

Mr. Tuomas. Yes. 

Mr. Boyer. Oh, there is urgency. Let me correct that. 

Mr. Tuomas. Wherein lies the urgency if the TVA and Paducah 
and Portsmouth people think this language is satisfactory? 

Borer. That is the language we are proposing? 

Mr. Tuomas. No; the elimination of the limitation of $57 million. 

Mr. Boyer. May I correct and reestablish my position? The 
language which we are proposing to the committee is acceptable to 
the power companies. 

Mr. Tuomas. I am talking about the language in the bill now, 
of “i total limitation of $57 million. 

Boyer. I am sorry. 

Mr. Tuomas. Now read the language you propose to substitute 
into the record at this point, in lieu of the $57-million limitation in 
the supplemental bill. 

Mr. Dean. It is shown on the first page in the second paragraph; 

Mr. Puinuips. While you are looking that up, may I ask: Are you 
proposing this should be put into the bill in connection with your own 
appropriation which you are going to have a hearing on about the 
third week in May, or are you suggesting that this go in as a special 
item ahead of your appropriation in the first section of our bill? 

Mr. Dean. We hope very much this might go ahead of our bill. 

Mr. Puruies. Why is there any necessity for that? Both bills will 
be effective on the Ist of July. 

Mr. Dean. If they are, I assume we would have no trouble, but 
the diff culty is we are getting up close to the line on this one. These 
contracts will automatically terminate in each case on August 1 if we 
do not bave some kind of language of this kind, and the construction 
of the power facilities would have to stop at all three sites if we did 
not have general authorization of the type we suggest or dollar figures 
such as we might estimate. 


PROPOSED LANGUAGE CHANGE 


Tuomas. I will read into the record the proposed language in 


substitution for the $57-million limitation in the supplemental bill 
The proposed language is as follows: 


The Atomic Energy Commission is authorized in connection with the construc- 
tion and operation of the Oak Ridge, Paducah, and Portsmouth installations of the 
Commission, without regard to section 3679 o' the Revised Statutes, as amended, to 
enter into new contracts or modify or confirm existing contracts to provide for 
electric utility services for periods not exceeding 25 years, and such contracts shal 
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be subject to termination by the Commission upon payment of cancellation costs 
as provided in such contracts, and any appropriation presently or hereafter mad 
available to the Commission shall be available for the payment of such cancella 


tion costs * * * 


The barn door is wide open. 

Mr. Puruurps. Now continue. 

Mr. Tuomas (reading). “Provided, That the first proviso under the 
appropriation to the Commission for ‘Plant and equipment’ in the 
Supplement Appropriation Act, 1953, is hereby repealed.” 

Now follow that language with a recapitulation of the cost to th 
Government at the three sites for cancellation purposes and the cost 


to the companies and the TVA for their total construction costs 


MAXIMUM CANCILLATION COSTS FOR POWER 


First we will take Portsmouth. What is the outside liability of the 
AEC for cancellation? 

Mr. Boyer. As presently estimated, the maximum cancellation 
cost under the most unfavorable conditions to the Government would 
be $139.6 million. 

Mr. Tuomas. What is the cost to the companies to construct the 
private utilities at Portsmouth? 

Mr. Boyer. On the order of $360 million for the plants alone, and 
then there are added investments on the part of the coal companies 
and some transmission lines, bringing the total cost as of the order of 
$404 million. 

Mr. Furuurps. Is that what you asked? 

Mr. Tuomas. Yes. Now, what is the outside maximum liability 
of the Government to TVA, and what does it cost TVA to construct 
these facilities for your use and benefit? 

Mr. Boyer. The cost of canceling the TVA contracts as now drawn 
up is estimated to be $131 million. There is included $9 million for 
coal cancellation. We do not have the estimate of the TVA cost of 
those facilities. 

Mr. Saprrie. I do not have the figure for the total facilities for 
TVA. Ido have the figure of the part for the expansion requirements. 

Mr. Borer. How much is that? 

Mr. Saptrie. The expansion of requirements will cost TVA approxi- 
mately $302 million. However, this cancellation liability under TVA 
covers not only the expansion program but also the base contracts at 
Oak Ridge and Paducah. 

Mr. Tuomas. I thought you gave us a figure awhile ago of $168 
million. 

Mr. Boyer. No. That was for the EEI; that was for the private 
concern. 

Mr. Tuomas. And what is the TVA figure now? 

Mr. Saprrie. Three hundred and two million dollars. 

Mr. Tuomas. For the expansion program? 

Mr. Saptrie. For the expansion program, which includes 1,735,000 
kilowatts. 

Mr. Tuomas. What about the Paducah plant, $68 million cancella- 
tion cost? 

Mr. Boyer. To EEI, and their estimated plant cost is $166 million. 
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Mr. Tuomas. One hundred and sixty-eight million dollars you gave 
me awhile ago. 

Mr. Boyer. I am sorry. 

Mr. Tuomas. Three hundred and thirty-eight million dollars is your 
total liability? 

Mr. Boyer. I came out with $3: million; so we are pretty close. 

Mr. Tuomas. Would it upset your plans materially to take a look- 
see at this thing for the next 60, 90, or 120 days? 

Mr. Boyer. May I point out we informed the committees on 
October 1, 1952—my letter is addressed to Senator McKellar, Mr. 
Cannon, and I believe to yourself and Senator Maybank, outlining 
the way we were proceeding with these contracts. I think if we have 
a great delay, it makes for difficulty for the private companies to 
proceed with confidence. That is the problem. They are actually 
engaged in constructing these plants at the present time. 

Mr. Tuomas. Suppose world conditions might warrant you to cut 
your plans down about 50 percent at all 3 installations. Then where 
would you be after signing those contracts? 

Mr. Dean. On the Ist of August we would be out $57 million. 

Mr. Boyer. That is right. 

Mr. Dean. Because that was the limitation placed on us. 

Mr. Tuomas. Against a total liability of about $340 million, in 
round figures, if you were to cut these whole facilities half in two, you 
could have no more than a total liability of about $170 million. 

[ have no further questions. 

Mr. Puriturrs. Let me carry the last question one step further 
before Mr. Andrews asks his questions. 

Suppose, instead of adopting the suggestion or considering the sug- 
gestion of Mr. Thomas, we might be in a position to cut construction 
costs within 90 days or 120 days; suppose we say you have to continue 
the present plans, but suppose this committee should feel—and I 
think with some propriety—it is a rather curious thing to ask us to 
guarantee a cancellation bonus or cancellation figure to TVA when 
we are in effect the ones whe are building the plants for TVA. Why 
should we guarantee a Government agency for which we are furnishing 
the money and consider only furnishing the cancellation money for 
the private producers and distributors of electric energy. What 
would then be the total maximum liability in money inste¢ id of $339.2 
million? 

Mr. Boyer. Attached to the justification is a letter, which we 
received from the TVA people in which they describe the reasons why 
they need the guaranty. 

Mr. Corron. That is to give them a little breathing space should 
there be a cancellation while they could absorb the power. 

Mr. Boyer. The TVA people have outlined to us the method in 
which they operate. They say they have been instructed by C ongress 
to operate on a business basis, and there will be a cost of absorbing this 
power into their system should the Government cancel and not take 
the power during the notice period. 

Mr. Patties. How much would it be for TVA in cancellation cost 
if we do not give this to you? Tell us what the money item would be. 

Mr. Boyer. Then you subtract $131 million from the $339.6 million 
we have talked about. That gives roughly $208 million. And there 
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should be some leeway in that $208 million. Certainly it should be 
something of the order of $215 million or $220 million. 

Mr. Corton. On this point the chairman has just asked about, it 
seems to me your request on this matter is entirely reasonable. 
Although they are a Government corporation, they are certainly sup- 
posed to do business in a businesslike way and make contracts wisely. 
And, if they did not make contracts wisely, I would be the first one on 
the committee to complain about it. On the other hand, TVA as a 
Government agency is giving you fairly favorable rates, and they are 
coming to us demanding more and more money for more and more 
steam plants, and the most impelling reason they advance to us is they 
need it for you and the type of work you are doing. But it does seem 
to me there is a little merit in the suggestion, if they are going to give 
you fairly crite ag contracts in the mater of rates, that they ought 
also to be equally fair in giving you a reasonably favorable contract 
in the matter of cancellation—a little more favors able, perhaps, than 
you would expect a private industry todo. And I am just wondering 
if, in making your contracts with TVA, you are snipe that point 
and trying to be the most favored customer in that respect as well as 
in rates. 

Mr. Boyer. I would answer that in this way, Mr. Cotton. Ihave 
worked very closely with Mr. Cook and Mr. Sapirie in the negotiation 
of these contracts, and I can assure you that we exercised the greatest 
possible pressure we could to get this rate and get the cancellation cost 
reduced. 

Mr. Corron. With any success? 

Mr. Boyer. Well, this is what we came out with. 

(Discussion off the record.) 

Mr. Corton. In your contract with the Ohio group, there is a 
requirement of only 11 years. Why cannot you get that kind of 
contract with TVA, a Government agency? 

Mr. Boyer. May I ask you to look at page 8 of the justifications, 
which gives a table of the estimated cancellation costs of the Ohio 
Valley Electric Corp. contract? You will notice it includes the cost 
during the notice period—that is, the cost of the demand charge 
during the notice period. Now, if we take power during the time of 
the notice period, then that is no real cost, because you are getting the 
electric power that goes with it. Lf you look over here, however, you 
will find there is an additional cancellation cost at the end of the notice 
period that starts in at $40 million before completion and then $46.8 
million and gets up to a maximum of $66 million, and then at the 
end of the 11 years that is completely eliminated. 

Now, the TVA contract does not have a cancellation cost per se 
that is, after the notice period—but they say the amount of power 
they are supplying the Commission is so great that they estimate it 
will take between 48 months and 52 months to absorb it in their 
system and the demand charge during that time has to be paid. It 
has no other cancellation charge, and we pay only the demand 
charge during the notice period. If we take the power from TVA 
during the notice period—that is, if we can foresee 4 years hence that 
we are going to shut down facilities that are taking power from the 
TVA plants—then there would be no cancellation cost, becavse we 
would be using the power from those plants during the notice time. 





338 


Mr. Corron. Are you trying to tell me your contract with TVA, 
then, is more or less favorable to you in regard to this cancellation 
matter than the one with the Ohio Valley Electric Corp.? 

Mr. Boysr. You are asking me to predict situations under which 
cancellation would arise, and that is extremely difficult to do. If you 
canceled under conditions where you took no power, immediately 
upon cancellation then the dollar magnitude is comparable. 

Mr. Corron. They are much more likely to have cancellations 
after 11 years than before; are they not? 

Mr. Boyrr. We think so. 

Mr. Dan. Oh, ves. 

(Discussion off the record.) 


PROGRESS OF CONSTRUCTION PROGRAM 


Mr. Tuomas. How far along is TVA in the construction of these 
facilities for the use and benefit of the Atomic Energy Commission? 
Do you have any specific information in that regard? 

Mr. Boyer. Yes. The first unit at Paducah in order to take care 
of what we call the 1950 expansion is expected to start operation 
within the next 2 weeks. 

Mr. Saparte. Probably this week. 

Mr. Tuomas. That is in addition to the existing facility there at 
Paducah? 

Mr. Boyer. No. This is the original facility at Paducah. Then 
they are adding to that facility to take care of this expansion approved 
last July. 

Mr. Tuomas. That is a new plant at Paducah? 

Mr. Boyer. Correct. 

Mr. Tuomas. When was that plant started? Do you recall? 

Mr. Borger. That was started just about 2 years ago now. 

Mr. Dean. In the spring of 1951. 

Mr. Tuomas. Do they plan to put in any additions to that plant 
at Paducah? 

Mr. Sapiriz. They will install 4 additional generating units there, 
They had 4 in the initial program, and 2 were added later. 

Mr. Tuomas. When will the last unit be completed at Paducah? 

Mr. Saprriz. Late in 1955. 

Mr. Tuomas. Now, what other facilities has TVA built for the use 
and benefit of the Atomic Energy Commission, and where are they 
located? 

Mr. Sapiriz. They are going to install 2 additional units in their 
plant at Kingston; they will install 2 units in the new plant to be 
constructed out near Nashville—we call it the Gallatin plant—and 2 
units in the John Sevier plant near Rogersville, Tenn. 

Mr. Tuomas. So that is 6 additional units they are going to install 
for the use and benefit of AEC, and 2 units are at Nashville in this 
new steam plant that has not been started yet. Is that correct? 

Mr. Sapirie. That is right. 

Mr. Tuomas. When will the plant at Nashville be completed? 

Mr. Sapiriz. The first unit will go into commercial operation 
November 1, 1955; the second unit January 1, 1956. 

Mr. Tuomas. When will the two units be completed to go into 
operation at Kingston? 
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Mr. Sapirie. Unit No. 7 at Kingston is scheduled to go into opera- 
tion December 1, 1954; Unit No. 8 on February 1, 1955. 

Mr. Tuomas. And at Kingston you only have two units that are 
constructed for the use and benefit of the AEC? 

Mr. Saprriz. For the expansion program; yes, sir. 

Mr. THomas. Do you have any units other than for the expansion 
program which are for your use and benefit? 

Mr. Sarrrie. Presumably when that plant is completed, because 
it is the nearest plant to Oak Ridge, its power will displace other power 
that previously came in from a greater distance. 

Mr. THomas. When that plant at Kingston is completed, what 
part of the total output will the Atomic Energy Commission use? 

Mr. Sapirie. We do not have the specific answer to that, but it 
will be practically the entire output of that plat U. 

Mr. THomas. Where is the third plant located? 

Mr. Saprriz. The third plant is the John Sevier plant near Rogers- 
ville, Tenn., which will have one unit going a operation June 1, 
1955, and a second unit scheduled for September 1, 1955. 

Mr. Tuomas. Do you use any power from thas plant as of today? 

Mr. Saprrin. That plant is not in commercial operation at this time. 

Mr. Tomas. And you will use the output of two units only of 
that plant? 

Mr. Saprriz. That is correct. 

Mr. THomas. Do you know how many units there are in the 
entire plant? 

Mr. Sapirie. Two units are all that have been authorized so far. 

Mr. Tuomas. Is that hydroelectric or steam? 

Mr. Saprriz. That is steam. 

Mr. Tuomas. Are all three of the plants steam from which you 
use power? 

Mr. Saprriz. Yes, sir. 

Mr. Puiuurps. Thank you very much, gentlemen. 


Wepnesbay, May 6, 1953. 


URGENCY OF REQUESTED LANGUAGE PERTAINING TO CANCELLATION 
CHARGES FOR POWER 


Mr. Puiturrs. This meeting has been called to discuss the problem 
which confronts the Atomic Energy Commission regarding their con- 
tracts for electric power. 

When the Commission’s representatives were here before us on 
April 2, this matter was discussed at some length. The Atomic 
Energy Commission was limited in last year’s bill, by an amendment 
of the floor, to $57 million for cancellation charges and felt that this 
limit was less than would make it possible for ‘the proper contracts 
to be written. The committee did nothing about this in the First 
Independent Offices Appropriation Bill, thinking it would be time 
enough to bring it up and decide the matter in the Second Independent 
Offices Appropriation Bill, which will now get to the floor shortly 
before June 1 

As I understand it, Mr. Boyer, you have a deadline. 

Mr. Boyer. We have, sir; August 1, 1953, for the contracts with 
Electric Energy, Inc., the Ohio Valley Electric, and the TVA. 
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REQUESTED LANGUAGE CHANGE 


Mr. Putiurpes. Subsequent to that meeting, the Chairman of the 
Commission, Mr. Dean, spoke to me about taking the matter up with 
the Senate committee. I suggested that probably the proper place to 
take it up would be with the joint committee, which is the legislative 
committee. And the wording which I[ disc overed later by receiving 
a copy of a letter dated April 27, addressed to the Honorable Sterling 
Cole, chairman of the Joint Committee on Atomic Energy, was as 
follows: 

The Atomic Energy Commission is authorized in connection with construction 
and operation of the Oak Ridge, Paducah, and Portsmouth installations of the 
Commission, without regard to section 3679 of the Revised Statutes, as amended, 
to enter into new contracts or modify or confirm existing contracts to provide for 
electric utility service for a peiod not to exceed 25 years, and such contracts shall 
be subject to termination by the Commission upon payment of the cancellation 
costs as provided in such contracts, and any appropriations presently or hereafter 
made available to the Commission shall be available for payment of such can- 
cellation costs; provided, that the first proviso under the appropriation to the 
Commission for plant and equipment in the Supplemental Appropriation Act of 
1953 is hereby repealed. 

Now, there are three questions involved. The first is the alternative 
between giving the Atomic Energy Commission the right to obligate 
the United States to make cancellation payments without nee essarily 
having something put up in cash through this committee and by the 
Congress in an appropriation bill. I say frankly I hold to the idea 
of a contract authorization, or whatever you may choose to call it, 
rather than cash, because the chance that all or perhaps even part of 
the cash will be needed is very remote, and I am averse, as you know, 
to putting up money for costs which may not materialize and for 
which we do not necessarily know the amount when we put it up. 

I think the Commission feels they would rather have authorization 
than cash. Am I right, Mr. Boyer, so far as that is concerned? 

Mr. Boyer. What we would like to have is authority to make the 
contracts and to obligate the Government to pay the bills and the can- 
cellation costs sufficiently clear or completely unquestioned so that the 
power people can carry out the necessary financing to go on with the 
work. 

Mr. Puiiurps. The second point involved is the wording of the con- 
tracts themselves; that is, whether it is cash or whether it is authori- 
zation, the obligation which is laid upon the Government by the pos- 
sibility of cancellation. That is a matter which we really did not 
finish discussing before and which we intended to take up again and 
for which this meeting is primarily called this morning, so that we can 
at the request of the joint committee make our suggestions to that 
committee. 

If we treated the matter as the one which I bring up, on reading this 
wording, I find in it “and any appropriations presently or hereafter 
made available to the Commission shall be available for the payment 
of such cancellation costs.’”” That may be entirely innocuous, but I 
would like the other members of the committee to read it carefully 
and see whether they have any concern about it, as I am inclined 
to have. 

Mr. Tuomas. Of course, we will have to repeal that proviso that 
precedes it before that will stand. 
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Mr. Puiuures. But the point I make is that we have had experience 
before with other agencies, where we have given them authority, to 
bypass the Appropriations Committee, and I feel that no 
matter what we do we want it very ciear that, even though we give 
contract authorization to obligate instead of appropriating money, the 
Atomic Energy Commission should come back to this committee, 
to the Appropriations Committee, actually, for the money and thus 
keep us fully advised of the status of these contracts. 

Those three things are before us, and I think, Mr. Boyer, if I have 
not stated the situation correctly or have left anything out, you might 
bring it up to the moment. 

Mr. Boysr. I think it might be well to point out that the language 
submitted to Mr. Cole was identical with the language used in the 
justifications submitted to your committee. In other words, there is 
no change in the wording there. And that language was taken from 
the language in the act passed in July of last year. You may recall 
there was the limitation, put on by a floor amendment, of $57 million 
in the language which provided that “any appropriations presently or 
hereafter made available to the Commission shall be available for the 
payment of such cancellation costs.”’ That language did appear in 
the act that was passed by the Congress. 

So, in initiating our contract with the electric utility companies, 
we used that same language in arriving at the provision of cancella- 
tion. In other words, we pointed out in the contract this would be 
the authority to make the contract, clearly stated by the Congress, 
and also this ability to use any appropriations presently or hereafter 
made available. 

Mr. Puriurrs. So you see, gentlemen, this is a broad authority. 
This gives the Atomic Energy Commission the right to write these 
contracts without limitation as to the cancellation features in them or 
the termination features and to draw upon any money we have ap- 
propriated for any purpose to pay them. And that is where I have 
a little question in my mind about the necessity of bringing the Atomic 
Energy Commission back to the Appropriations Committee in order 
that we may be kept fully advised, and they always have kept us 
reasonably well advised of their activities. 

Mr. Boyer. I think the important — for us, Mr. Chairman, is 
to have it clearly understood that the Government backs these con- 
tracts, because these power people have to borrow very large sums of 
money for the financing of these projects, this money being borrowed 
from institutional lending groups—insurance companies, very largely 
—and from banks, and for them to get their financing they must be 
satisfied there is definite authority to make these contracts on the part 
of the AEC. For that reason, we have an interim arrangement which 
permits them to get started on their work. ‘These contracts as drawn 
up with the interim arrangement have been reviewed by the GAO and 
had their approval. 

That, I think, states our problem here in the way this language is 
stated. 

Mr. Yates. What standards does the GAO use for approving the 
contracts? 

Mr. Boyer. I am subject to correction by Mr. Price, but one of the 
things the GAO would approve, as I understand their authority and 
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responsibility, is that a contract is a legal contract under the authority 
that the Commission has. 

Is that correct? 

Mr. Price. The question we submitted to the GAO was, Do we 
have authority, in view of this $57 million limitation, to make these 
interim arrangements committing the Government to pay cancella- 
tion costs up to $57 million by August 1 if we do not get authority to 
make the contracts for the full term? And the answer was that the 
authority existed. 

Mr. Yates. In other words, the GAO just looks to the question as 
to whether it is a contract within the authority of the AEC to make? 

Mr. Price. That is right. 

Mr. Yates. They do not look at the terms of the contract to de- 
termine whether they are proper terms either for the Government or 
the utility? 

Mr. Price. Only from the legal standpoint. 

Mr. Pamurps. I have stated the case here. 


SCOPE OF PROPOSED LANGUAGE 


Mr. Corron. I want to get a couple of matters straight in my mind. 

It is very clear to me, Mr. Boyer, the problem you have regarding 
the cancellation clause, but the proposed language provides authority 
to enter into new contracts, apparently, without limitation. 

I was under the impression that the feature that really handicapped 
you was simply this restriction on the cancellation clause. Under 
this language, if you were to obtain this language, would you be 
getting more authority than you now have in the matter of entering 
into contracts for electric energy? Does that expand your authority 
in any way, forgetting for the moment consideration of the matter of 
cancellation cost? 

Mr. Boyrr. I would not construe it as such. 

Mr. Price. I do not think so. We have authority to make con- 
tracts, but we do not have authority to make long-term contingent 
commitments like we will have involved in these cancellation clauses. 

Mr. Corron. At the beginning of this proposed language where it 
says, ‘The Atomic Energy Commission is hereby authorized in con- 
nection with the construction and operation of the Oak Ridge,” and 
other plants, and so forth, “without regard to section 3679 of the 
Revised Statutes’’—that clause is what? 

Mr. Boyer. The Antideficiency Act. 

Mr. Corron (reading). ‘Without regard to section 3679 of the 
Revised Statutes, as amended, to enter into new contracts or modify 
or confirm existing contracts to provide for electric utility services 
for periods not exceeding 25 years,”’ stopping there—you go on to say 
“and such contracts shall be subject to termination by the Commis- 
sion,” but up to that point that language gives you complete carte 
blanch authority to make contracts for electric power. 

Mr. Boyer. That is right. 

Mr. Corron. Is there anything in that language which you do not 
now have? 

Mr. Price. If you stop there, I think there is, because there is 
always the possibility you would have to cancel and have damages 
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if you did not have a cancellation clause. I just do not think we 
could without—— 

Mr. Corton. I do not think you understand my question. I want 
to make it clear. I am not just stopping there; | am starting there. 
I am suggesting that possibly we should begin there. 

In other words, it is clear to me until we get to the “and.” Now, 
after that you go into the crux of your problem to get cancellation 
authority, but before that ‘‘and”’ you are given this complete authority 
to make these contracts. 

Now, is there anything up to that point that gives you any new 
authority in the matter of making contracts, forgetting for the 
moment their cancellation, which we will come to in a moment? Is 
my question clear? 

Mr. Price. If I understand it, I think we could not now make a 
25-vear contract without the money or authority. I think we would 
need that; yes, sir. 

Mr. Corron. In other words, now you have to come to this com- 
mittee for appropriations to contract for your energy? 

Mr. Price. That is right. 

Mr. Corron. And if we gave you this language, we would not only 
be giving you the authority to enter into these cancellation commit- 
ments, but we would be giving you general authority to enter into 
these 25-year contracts, which you did not have before? Is that 
right? 

Mr. Pricer. In the absence of money. 

Mr. Cook. It is limited, however, to Oak Ridge, Paducah, and 
Portsmouth. 

Mr. Corron. But up to this point I understood that the only 
thing you gentlemen felt you needed would be to be relieved from 
this $57 million limitation on cancellation. But actually you are 
seeking more than that; you are seeking general authority to enter 
into these contracts with these three plants without coming here for 
appropriations and authority to do it? 

Mr. Price. Oh, no, sir. 

Mr. Tuomas. Oh, sure you are. 

Mr. Corron. That is what I want to get straight in my mind. 

Mr. Tuomas. Take that limitation off of you—you say you need 
$404 million to take it off—and it is $504 million or $604 million, and 
it is a binding obligation on the Government. 

Mr. Boynr. I think the first interpretation that was placed upon 
that was that the language in the appropriation bill passed last July, 
without the limitation of the $57 million, would give us the authority 
we are asking for here, because the only thing we have done here is 
to apply this to the Oak Ridge, Paducah, and Portsmouth installa- 
tions. That is a change from the language in the bill. And we have 
removed the $57 million limitation. That then makes it perfectly 
clear for the insurance companies and the lenders lending money that 
we have the authority to make a 25-year contract and we have the 
authority to pay cancellation costs when they arise. In other words, 
this makes it quite clear as far as the lenders are concerned. 

Mr. Tuomas. And then, to carry it one step further, the third 
party has a vested interest in that language, and you can never back 
out of it. 
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Mr. Paruies. Who is the third party? 

Mr. Tuomas. The utility people. 

Mr. Purturps. Let me understand this now. Then, as of now and 
without a change in the law, you could write a contract for 25 years 
and you could write in it any cancellation figure you feel like, but the 
contract would be worthless until you brought it up : ere on the Hill 
and had approval of Congress, through the Appropriations Committee, 
and the amount of money put up to accomplish it? 

Mr. Price. That is right, sir. 

Mr. Corron. I want to get it very clear. I understand perfectly 
your situation, or I think I do, regarding the cancellation phase, and 
I can understand why Congress should give you as soon as possible 
authority to write in this cancellation clause, but I still have lurking 
in the back of my mind that along with that this language is con- 
ferring upon you some general authority that you did not have before. 

Now, suppose you receive in plain, simple language the removal 
of that $57 million limitation on cancellation costs in the electric 
contracts and you were specifically allowed to include in any and all 
contracts for electric energy heretofore authorized or which may be 
authorized in the future cancellation agreements to be binding upon 
the Government: Would not that give you all you needed? 

Mr. Puruures. Not to exceed a certain amount of money or just 
open end? 

Mr. Corron. Specifically not to exceed a certain amount of money, 
if that amount was liberal enough. Would not that give you what 
you are seeking? 

Mr. Price. I would hate to answer right quick without a little 
study. I am not quite sure it would, because, for one thing, we are 
in a position where we have to negotiate contracts on the face of the 
language that now exists and a change in that might mean to the 
companies 

Mr. Puitures. When you say “language that exists,’’ you are not 
talking about this? 

Mr. Price. I am talking about the 1953 supplemental act, which 
is this. 

Mr. Corron. But if the change in language did not change the 
language in the 1953 supplemental at all except to strike out the $57 
million limitation and put in $250 million or $300 million or $500 
million 

Mr. Price. That is right. If you would remove the $57 million 
and put in a sufficient amount to cover the outside cost—— 

Mr. Purvis. Which you estimate is $325 million before this 
committee? 

Mr. Boyer. $340 million. 

Mr. Corron. Would not that give you what you want? 

Mr. Price. We have made another change so far as this pro- 
posal is concerned. The 1953 supplemental act relates only to the 
expansion program. 

Mr. Corron. I was coming to that and was going to ask about that. 

Mr. Price. We have limited it in another way, to Oak Ridge, 
Paducah, and Portsmouth installations in order to pick up the existing 
contracts at Oak Ridge and Paducah and to deobligate $50 million 
which is covering them now and turn it back in. 
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Mr. Corron. What is this matter following the proviso 


Provided, That the first proviso under the appropriation to the Commission for 
“plant and equipment” in the Supplemental Appropriation Act, 1953, is hereby 
repealed? 

What is that? 

Mr. Price. That is the 1953 supplemental appropriation provision 
with the $57-million limitation. 

Mr. Corron. That is the whole provision that this takes the place 
of? 

Mr. Price. That is the whole provision. 

Mr. Corron. In other words, what you are asking is that we elimi- 
nate that whole provision and substitute this language you have here? 
! want to make sure. Are you or are you not in this language asking 
for new authority in some respect other than simply the removal of 
the limitation on the cancellation costs? 

Mr. Price. Sir, I believe not. 

Mr. Corron. What do you say? 

Mr. Boyer. If I understand your question correctly, the language 
that is in the 1953 Supplemental Act and this language are identical as 
far as authority to make contracts and pay cancellation costs is con- 
cerned, with the exception of the $57-million limitation. 

This does not confer any more authority on us than was conferred 
by the 1953 Supplemental Act. 

Mr. Yares. Except for the limitation? 

Mr. Boyer. Except for the limitation. 

Mr. Yates. In other words, this makes it open end? 

Mr. Boyer. That is correct. But this does limit it to the contracts 
in three areas. 

Mr. Puiturpes. This does, and the other did not? 

Mr. Borer. That is right. 

Mr. Corron. In other words, the former one gave it to you for any 
installation? 

Mr. Price. For the expansion program. 

Mr. Corron. And I think you would be more than satisfied—I 
am not suggesting that you do this; I am trying to get it straight in 
my mind—if instead of giving you this new language, we gave you a 
provision simply striking out the figure of $57 million in the author- 
ization and inserted in its place $339 million? 

Mr. Boyer. If I may offer this comment on that, the language 
we have here was changed so that it would permit us to apply this 
cancellation guaranty to the contracts already in existence and permit 
us to return $50 million that is now set aside as appropriated funds and 
eliminate $10 million of additional funds which we were asking for in 
the 1954 budget. 

Mr. Yates. When you say “return,’’ what do you mean—return 
to whom? 

Mr. Boyer. Rescind. 

Mr. Price. I think I misunderstood your question, Mr. Cotton. 
This language we are proposing is exactly what you just now proposed ; 
it is the language that exists in the 1953 Supplemental Act, except it 
eliminates the $57 million limitation and changes the limitation with 
respect to particular contracts. Instead of letting it relate to all 
expansion programs, it ties it to the Oak Ridge, Portsmouth, and Padu 
cah projects. 
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Mr. Corron. So you are not asking for a dollar of authority 

Mr. Price. That we do not now have. 

Mr. Corron. You are not asking for a dollar of authority that 
you do not now have except as regards the cancellation agreement 
clause in your agreements? 

Mr. Boyrr. That is correct. 

Mr. Corron. And, furthermore, you are putting in a new limita- 
tion that you do not now have and confining it to those three plants? 

Mr. Price. Yes, sir. And in doing that we expand the authority 
in one respect, that we can pick up some old contracts and rescind 
the money. It involves the same companies. 

Mr. Corron. Now, what phrase gives you that expanded au- 
thority to pick up old contracts and rescind? 

Mr. Price. Instead of tying it to the expansion program as last 
year’s language did, it ties it to Oak Ridge, Paducah, and Ports- 
mouth installations. 

Mr. Jonas. Has this language been cleared with the private utili- 
ties with which you propose to contract? 

Mr. Price. Yes, sir. We have discussed it with them. 

Mr. Jonas. Now, whether you could use different language would 
depend upon whether they would go through with the contract with 
different language? 

Mr. Boyrr. That is correct, sir. As a matter of fact, in the con- 
tracts that we made we have this proviso for cancellation if we do 
not receive authority to make contracts for the 25 years having the 
cancellation authority required. In one of those contracts we have 
said: 

This agreement shall terminate (with the same effect as if AEC had delivered 
to corporation on August 1, 1953, a notice of termination pursuant to section 6.04 
hereof) unless AEC shall have delivered to corporation prior to August 1, 1953 
(1) evidence (including, if requested by corporation, an opinion of the Comptroller 
General of the United States) in form and substance satisfactory to corporation that 
AKC had full power and authority to execute this agreement and the undertaking 
herein described; that the limitation on the liability of AEC for cancellation 
charges specified in section 6.06 hereof has by appropriate action of the Congress 
been removed; that AEC has full power and authority to obligate the United 
States of America for all payments which may be required to be made by AEC to 
corporation pursuant to the provisions of sections 6.02, 6.03, and 6.04 hereof and 
this section 6.05 (including, without limitation, full power and authority to 
provide for all payments to be made by AEC to corporation during any notice 
period therein described); and that AEC has authority to pay cancellation costs 
under this agreement out of any funds now or hereafter appropriated to it by 
Congress; and (II) an undertaking obligating AEC to perform all of the duties 
and obligations to be performed by AEC hereunder during the remainder of the 
term of this agreement. 

It is out of any funds now or hereafter appropriated to it by 
Congress. 

Mr. Yates. Out of any funds? 

Mr. Boyer. That is right—now or hereafter appropriated to it by 
Congress. 

Mr. Yares. Is that the equivalent of using “out of any appro- 
priation’’? 

Mr. Boyer. Yes; out of any appropriation. 

Mr. Puiiuies. From what were you reading? 

Mr. Boyer. I was reading from the Oho Valley Electric Co. 
contract? 
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Mr. Jonas. Is that the language that was in the 1953 act? 

Mr. Boyer. Yes, sir. 

Mr. Jonas. That is the language Mr. Phillips referred to that is 
presently in the appropriation? 

Mr. Boyer. Yes. 

Mr. Patuips. It is the language of the 1953 act. 

Mr. Jonas. What is section 3679? 

Mr. Pricer. It is the so-called antideficiency statute. If I may, | 


) 


will read just 3 or 4 lines from that statute. It reads as follows: 


No officer or employee of the United States shall make or authorize an expendi- 
ture from or create or authorize an obligation under any appropriation or fund 
in excess of the amount available therein; nor shall any such officer or employee 
involve the Government in any contract or other obligation, for the payment of 
money for any purpose, in advance of appropriations made for such purpose, 
unless such contract or obligation is authorized by law. 


So we are asking for an authorization. 
ANALYSIS OF CANCELLATION COSTS 


Mr. Tuomas. I think the language they are proposing now is as 
broad as a barn door and that for whatever amount the contract is 
ultimately settled the taxpayers are bound under that language to 
pay it. 

Mr. Puitures. What would be the difficulty if we were just to rs aise 
your money limit? Where would you meet with any difficulty then? 

Mr. Boyer. If the money limit were adequate, | would say there 
would be no difficulty. 

Mr. Puriires. And not give you money but give you authorization 
to make contracts? 

Mr. Boyemr. Yes, sir. 

Mr. Tuomas. What is your ultimate cost? 

Mr. Puruurps. $339 million. 

Mr. Yates. Cancellation? 

Mr. Boyer. No. Mr. Thomas is asking us what is the cost of the 
plant. 

Mr. Yates. Of which plant? 

Mr. Boyer. Of the Portsmouth plant. 

I presume that is the one you are asking about. 

Mr. Tuomas. That is right. 

Mr. Boyer. They gave us a figure of $356 million, to which there 
were added other installations made by the coal producers, the parts 
suppliers, and people like that. 

Mr. Tuomas. To the tune of another $48 million? 

Mr. Boyer. That is right. 

Mr. Thomas. Making a total of $404 million? 

Mr. Boyer. Making a total of $404 million. 

Mr. Tuomas. And what is the outside liability the people are going 
to have in this contract? 

Mr. Boyer. The outside liability you would have under the 
cancellation clause? 

Mr. Tuomas. Yes. 

Mr. Boyer. On the basis of that estimated cost of plant, we would 
come out with $140 million as a maximum cancellation cost. If the 
cost of the plant varies—and I would say here that Mr. Sporn has 





estimated this plant; he said he thinks he can do it for what looks 
like a very attractive figure, and he is a man of experience and has 
built the lowest cost steam producer today, which is the Phillip 
Sporn plant on the Ohio River higher up; so he is a man in a position 
to know what he is talking about—he has given us this estimate 
gut there will undoubtedly be some variations, and if labor costs 
continue to go up, then the cost of these plants may go up, and that 
would have some effect on the ultimate cancellatoin cost. 

Mr. THomas. But as of today, you figure the outside liability of 
the Commission would be $140 million on the cancellation clause? 

Mr. Boyser. For the Ohio Valley Electric Co. 

Mr. Tuomas. During this period when you may or may not exercisi 
the cancellation option, you are going to be buying this power and 
paying a profit on it? 

Mr. Boyer. The figure of $140 million includes a cost of $57 
million during the notice period. In other words, if you can take 
electricity during the 24 months in which you must give them notic 
and use that electricity, then your cancellation cost, instead of being 
$139 million, is $57 million less or $82 million. 

Mr. Tuomas. What period of time does that $140 million apply 
to? Is it a year, 2 vears, 4 years, 5 years, 10 years, or what? 

Mr. Boyer. That is only in case cancellation notice is given on 
June 30, 1956, for cancellation effective June 30, 1958. Subsequent 
‘rancellation costs are reduced so that if you give notice on June 
30, 1966, there is no cancellation cost for the plants themselves. 
However, you will have a 2-year notice period. 

Mr. THomas. In other words, in 1966 you can get out of the 
contract without any cancellation cost? 

Mr. Boyer. Except for the coal contracts which have about $11 
million cancellation cost at that time. 

Mr. Yares. If you will look at page 8, if I interpret that correctly, 
the AEC will have a cancellation cost as of that time of $70 million 

Mr. Boyer. No; I beg your pardon. That is on the basis that 
you take no power immediately at the time you give notice. 

Mr. Yares. That is correct, but that is a possible cancellation 
cost for the AEC at that time. 

Mr. Boyer. That is correct. 

Mr. Yares. In other words, the statement Mr. Thomas made 
that you won’t have any cancellation cost is not entirely correct? 

Mr. Boyer. That is correct. 

Mr. Tuomas. It is assuming they get this plant built in 1954, and 
then you get out of all cancellation costs by 1968. In 14 years, for all 
practical purposes, the people have amortized the plant and paid for it 

Mr. Boyer. Mr. Thomas, I do not believe that conclusion follows 
from the material on page 8. 

Mr. THomas. In 1968, the only cancellation cost you would have, 
did you say, would be $11 million on the coal contracts? 

Mr. Boyer. If I may summarize, looking at page 8 of the justifi- 
cation which was furnished the committee at the April 3 hearing, if 
notice were given on June 30, 1968, there would be $57,024,000 of 
cost during the notice period. That would be an obligation if no 
power were taken. If power were taken during that 24-month notice 
period, this would be just a part of the cost of power and would not 
be added to the cost for cancellation. 
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Mr. Tuomas. In other words, if you give notice in 1968 and the 
contract would terminate in 1970, that would be 16 years, and then 
what would be the cost of cancellation? 

Mr. Boyer. You have this $57 million during the notice period; vou 
have $11.3 million cost on your fuel installations, and then $1, O00 
as the estimated cost of r placem« nts during the notice perio 
total of $70 million. 


Mr. Tuomas. After 16 years of taking power, you wo ld still o 
$70 million in cancellation costs? 
Mr. Boyvrer. On the assumption you took no power for the period 


of notice. 
AMORTIZATION PERIOD FOR NEW POWER PLANTS 


Mr. Toomas. What is the period of amortization of these plants for 
tax purposes? 

Mr. Boyer. As I understand, they are figuring on 25 years 

Mr. THomas. With Internal Revenue, they can charge it off in 25 
years. It is less than that; is it not? 

Mr. Boyer. It is our understanding it is 25 years 

Do you have any different information Mr. Cook? 

Mr. Cook. It is amortized over a 25-year period. 

Mr. Tuomas. I am talking about depreciating it for income-tax 
purposes. They depreciate these plants, do they not, in less than 
25 years? 

Mr. Boyer. We do not so understand. 

Mr. Tuomas. You understand it is 25 years? 

Mr. Boyrr. Yes. 

Mr. Yates. Do you mean for tax purposes, or on their own books? 
Do you know whether they have a certificate of amortization from 
the Federal Government? 

Mr. Boyer. They do not. 

Mr. Yates. You know they do not have a certificate of amortiza- 
tion with the Federal Government? 

Mr. Boyer. That is right. 

Mr. Tuomas. | am talking about for income-tax purposes. Over 
what period of time do they depreciate this plant? Is it 20 years, 18 
years, or what? 

Mr. Boyer. It is my understanding it is 25 years. 


LIABILITY OF THE GOVERNMENT 


Mr. Tuomas. Well, it looks like after 16 vears of service you are 
still going to owe them $70 million. What I am driving at is this, 
is there any protection in here for the taxpayers of a recapture clause 
in case you want to give up the contract, where you can take it over 
at any certain figure? 

Mr. Boyrr. No; you may recall that that suggestion was made 
before when we had discussions of this matter last year and we explored 
that with the power people. They said they were not willing to make 
a contract where we could pay the unamortized balance and take over 
the plant. That, of course, would be greater than the cost of cancel- 
lation. 

Mr. Tuomas. It looks as though the utilities here are getting a free 
ride and that the taxpayers are paying the entire cost of this plant. 
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Certainly they are going to charge you a profit and as to any current 
that you buy from them, they have got a guaranteed market and in 
16 vears, after having you as a user at a profit, you owe them $70 
million. 

COMMITMENTS FOR FUEL SUPPLY 


Mr. Puiturps. May I ask two questions here? First, it is not clear 
to me about the cost of the fuel supply. I do not see why we have to 
pay that. If they do not use the coal, somebody else will use it. Why 
are we paying that? Ought that to be put down as a loss? The coal 
is still there. 

Mr. Yates. Apparently they are expanding the fuel supply facil- 
ities and the Government is going to insure against their losing any 
money as the result of the expansion of those facilities; is that correct? 

Mr. Boyer. That is correct. 

Mr. Yares. It is tied in to the cancellation costs for the main plants 
as well. This is supplementary to those. 

Mr. Tuomas. No one is taking any chance here except the tax- 
payers. 

Mr. Puitirps. With reference to your comment, Mr. Thomas, that 
the companies are getting a free ride, would this fact enter into it, 
that if the Government were not standing here with a protective 
cancellation agreement, would there not have to be a very much larger 
cost per unit in order to protect themselves against the possibilities? 

Mr. Tuomas. I am pretty sure that is true. 

Mr. Puttures. How much would that profit be? 


RATES TO BE CHARGED FOR POWER 


Mr. Tuomas. What price are you paying for this power as compared 
with the price that you are paying at Oak Ridge to TVA? 

Mr. Boyer. The estimated cost of power under the contract now, 
with a $365-million cost of the plant, is 4 mills. The estimated cost 
of TVA power under the two contracts at Paducah is 3.84. The 
average of the two 

Mr. Yares. I thought in your previous testimony you said it 
was 3.7? 

Mr. Boyer. We may have, because there has been a change in 
fuel prices since that time. 

Mr. Yates. Since April 2? 

Mr. Boyer. No; not April 2. If I testified that the Oak Ridge 
price is 3.7, that is correct. 

Mr. Corton. Is the 4-mill pirce an average of the 3? 

Mr. Boyer. No; the 4 mills has to do with the Portsmouth plant, 
the contract with the Ohio Valley Electric group. 

Mr. Jonas. You said that the 3.85 was an average of 2, and that 
the lowest of the 2 would be the 3.7. What is the highest? 

Mr. Boyer. Let me be sure that I have your question right. We 
have a contract with the TVA for supplying 500,000 kilowatts of 
capacity at Paducah. Then the expansion will call for 700,000 
additional. So, we have an old contract and a new contract. The 
average of those two contracts at Paducah comes out to 3.84. 

Mr. Tuomas. Is the price of that current a fixed price or is it 
subject to change, based upon costs, and so forth? 

Mr. Boyer. The price of the current is subject to change with 
differences in the cost of fuel and differences in the cost of the plant. 





In other words, the contract with the Ohio Valley Electric Co. pro- 
vides that they shall receive a profit of 8 percent upon their equity 
capital, which will be $20 million, or 5 percent of the cost of their 
plant. 

Mr. Tuomas. What about operation costs? How are you pro- 
tected against unduly high operating costs? 

Mr. Boyer. In the first place, we select a contractor who has an 
xperience and a record for a low-cost operator. We try to select 
people who are in the area and who certainly are experienced in the 
field. 

Mr. Tuomas. I do not say that this would happen, but under that 
type of contract the contract is as wide as a barn door. Suppose the 
contractor has three sons-in-law who need a job, and he gives them 
each a job at $35,000 or $40,000 a year. There is nothing in your 
ontract to prevent him from putting those three sons-in-law on a 

35,000- or $40,000-a-year job and charge it up to operating costs? 

Mr. Boyer. He takes a portion of this power himself. Therefore, 
he is interested in keeping the cost of that power down. He supplies 
is, of course, a guaranty of the backup of 15 percent of the capacity, 
even though he has to get it from his other plants. 


CAPACITY OF PROPOSED PORTSMOUTH PLANT 


Mr. Tuomas. Is that 1,800,000 kilowatts that you are going to take 
from him? 

Mr. Boysr. The installed capacity is 2,200,000. 

Mr. Puiuurps. And he is reserving 400,000? 

Mr. Boyer. It does not turn out that way, because there are trans- 
mission losses that occur. So, it is less than 400,000. It is in the 
order of 200,000. 

Mr. Tuomas. If the area in which he is operating builds up in the 
next 10 or 15 years, there is nothing in the contract to prevent him 
from serving other customers outside of the Atomic Energy Com- 
mission ? 

Mr. Boyer. He has to meet our demand of 1,800,000. 

Mr. Tuomas. But he could serve other customers, too? 

Mr. Yares. With the overflow. 

Mr. Boyer. With the surplus, that is right. But he must meet 
our demand. He must back it up with reserves from his own facilities. 

Mr. Tuomas. If the area demand is another 1,800,000 to private 
users, he is at liberty to supply them? 

Mr. Boyer. If he puts in his plant. There is nothing to keep him 
from building any amount of capacity he wants, as long as he arranges 
for it. But it is not covered under the contract. 

Mr. Pures. I would like to inject this thought at this point. | 
have always questioned whether these figures are realistic figures. 
You have approximately 4 mills from OVEC and you get 3.84 from 
TVA, but TVA has back of it the finances of the Government. OVEC 
has back of it nothing except its own finances plus whatever we write 
in here as a guaranty of protection in the calcellation costs. 

Mr. Yates. Supplementing Mr. Thomas’ question at that point, 
he stated that, in the event the area builds up, the OVEC companies 
could then furnish power to that area; and you said, nevertheless, you 


32490—53—pt. 1——23 





were in the position of a preferred user and they would have to supply 
you first. 

In the event that the Atomic Energy Commission cancels the 
contract after the area has been built up, the Atomic Energy Com- 
mission nevertheless is liable for the cancellation costs called for by 
the contract, is that right? 

Mr. Boyer. That is right. 

Mr. Yares. And, as I understand the contract, there is no re- 
quirement in it which would compel the company to shift or attempt 
to shift, witbin any period, the powerload to the non-Government 
users; is that correct? 

Mr. Boyrr. [ am not sure that I understand your question, sir. 

Mr. Yares. Here you have the Atomic Energy Commission say- 
ing ‘“‘We do not want any power. We admit we are subject to can- 
cellation costs.”” There is nothing in your contract that would re- 
quire the OV Is C companies to try to use that power by selling it to 
civilian users? 

Mr. Boyer. I think there very definitely is a great urge on the part 
of OVEC 

Mr. Yates. Did you say urge or obligation? 

Mr. Borer. Well, urge, because they have made a contract here 
with the Government in which we will pay cancellation costs. 

Mr. Yarrs. That is right. 


PROVISIONS FOR EXPANDED POWER NEEDS IN THE AREA 


Mr. Boyer. That cancellation cost, in the case of the Ohio Valley 
Electric Co.’s contract is pao oy on the assumption that thei 
plants would grow 6 percent per yes They say that there is roughly 
50 percent of their systems that can a served from the OVEC plant. 
Then they say that if their growth prior to the time of cancellation, 
during the life of the contract, exceeds 6 percent, and there is at least 
a 6-percent growth during the year prior to the effective termination 
date, then we will share with them the increase in growth of the plant. 

In other words, if the area does not grow and the growth rate is less 
than the basis they have used in figuring this contract, they then will 
have to carry that loss themselves. 

Mr. Yates. As I understand what you have just stated, the obliga- 
tion is a fixed one for the Atomic Energy Commission insofar as can- 
cellation costs are concerned. In other words, as of a certain time, if 
you state that you no longer require fuel—and this, I grant you, is the 
maximum condition—if you say as of this date, “We will’ no longer 
require any energy from you; we cancel the contract, give us no more 
power,” as of that date, regardless of the fact that the companies at 
that time shift their electricity over to non-Government users, you, 
nevertheless, have to pay those cancellation costs? 

Mr. Boyer. That is correct. 

Mr. Yates. And if the companies are able to utilize the entire 
power load that you have been using, for civilian users, you, neverthe- 
less, have to pay those cancellation costs? 

Mr. Boyer. If that situation would exist, that is correct. But | 
would like to comment on that a bit, if I may. The power developed 
by the Ohio Valley Electric Co.’s plants is equivalent to about the 
present consumption of the States of Tennessee and Kentucky. It is 
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difficult to visualize that there would be a load which would be equal 
to the electric consumption of the States of Tennessee and Kentucky, 
for which plans had not been made for supplying electric power. 

In other words, I think to visualize that there would be a waiting 
load equal to the present power consumption of Tennessee and Ken- 
tucky is not realistic. 

Do you see what I mean? 

Mr. Yares. I do, except, frankly, the part of the contract that I 
cannot understand is the point concerning which I have just ques- 
tioned you. Every contract with which | have had any dealings in 
my law practice, upon cancellation, requires the person canceling the 
contract to try to reduce damages either by selling the product or 
finding another user for the product and thereby cutting down the 
amount of loss. In this case the loss is fixed, even though the oppor- 
tunity is present and, as a matter of fact, is taken advantage of, to 
shift the power over to other possible users, but the obligation of the 
Government is fixed to pay the stated amount of the cancellation 
costs. 

Mr. Boyer. Whether he is able to absorb the power or not. 

Mr. Yarrs. That is right. In other words, it may very well be 
that he may not be able to shift the power to non-Government users 
at all. in which case the Government pays him cancellation costs 
which make him whole. 

Mr. Boyer. No, indeed. 

Mr. Yates. Why do you say it does not make him whole? 

Mr. Boyer. Because this cancellation cost is figured on paying the 
standby, the demand charges on a modified basis; in other words, the 
amortization cost, and so forth, on that portion of his plant that is 
not used in absorbing this rate of 6-percent growth in the area served 
by the plant. In other words, he is not being held whole against 
complete amortization, the remaining amortization of the plant. 

Mr. Yates. As a matter of fact, there are two stages which enter 
into the cancellation problem. One stage would be the period in 
which cancellation might occur before completion in full of the facil- 
ities. The other would be after completion of the facilities. 

Mr. Borger. That is correct. 

Mr. Yares. As a matter of fact, on April 6, 1953, I wrote a letter 
to the Federal Power Commission and submitted to the Commission 
the contract that you had entered into with the OVEC companies 
and asked them to furnish me an opinion as to whether the contract 
was in the best interests of the United States. 1 received a reply 
from the Federal Power Commission about 10 days to 2 weeks ago 
and, with the permission of the Chairman, I should like to read the 
reply out-loud and as we proceed questions may come up. Here is 
what the letter from the Power Commission states: 

Drar ConGRESSMAN YATES: This is in response to your request of April 6 
1953, for the Commission’s views as to whether the execution of the agreement 
between Ohio Valley Electric Corp. and the United States of America acting by 
and through the United States Atomic Energy Commission, dated October 15, 
1952, is in the best interests of the Government of the United States. 

In view of the limited amount of time and inadequate data available, the staff 
of the Commission has focused its analysis on those provisions of the agreement 
relating to rates for interim, supplementary, and permanent power, to the division 
of costs between AEC and OVEC, and to the cancellation charges. 

The Commission’s views, based on the staff’s analysis of the agreement, are 
set forth below: 
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1. Rate for interim power supply 


_AEC will be charged for interim power and energy at the rate of $1.30 per 
kilowatt-month and 6 mills per kilowatt-hour. Such power and energy will be 
used by AEC for construction purposes and for initial operations at the Port 
mouth project until the first of OVEC’s generating units go into service early 
1955. It is estimated that a maximum of 27,000 kilowatts will be required up to 
August 1, 1954. From that time until the first unit goes into operation on Jan- 
uary 1, 1955, interim power up to about 300,000 kilowatts may have to be sup 
plied by OVEC to AEC at the above rate. 

Although the staff has not been able to compute the cost of supplying interim 
power from the sponsor’s systems to AEC, it appears from recent studies made by 
the staff of power costs in the area that the interim rate is reasonable. 

2. Rate for supplementary power 

In the event that the available generating capacity and energy associated 
therewith furnished by OVEC to AEC during full-scale operation is insufficeint to 
supply the part of the AEC contract demand which is demanded by AEC, OVE¢ 
is required to furnish additional capacity from sources other than project genera- 
ting station. AKC will not be required to pay a demand charge for such power 
but will pay for the supplementary energy associated therewith at out-of-pocket 
cost. It is our opinion that the above provision is reasonable. 

3. Rate for permane nt power 

This rate consists of a monthly demand and energy charge. The demand 
charge includes fixed charges made up of components, (a) interest expenses less 
interest charged to construction, amortization of debt discount or premium and 
expenses, amortization requirements of OVEC’s total indebtedness at beginning 
of full-scale operation on a 25-year semiannual payment level debt sinking fund 
basis=.with interest computed at 3.75 percent, amortization requirements of 
OVEC’s indebtedness for facilities installed in addition to those initially contem- 
plated, allowance for depreciation of additional facilities not subject to amortiza- 
tion, (b) total operating expenses for labor, maintenance, supplies, services, ad- 
ministrative and general expense (excluding fuel account), and (c) taxes, insur- 
ance, and 8 percent on the par value of OVEC’s capital stock. 

The staff interprets the agreement to mean that the base monthly demand 
charge of $17.714 per kilowatt-year was derived by dividing AEC’s estimated 
share of the above costs by 1,800,000 kilowatts, AEC contract demand. 


Is that the AEC’s interpretation, too? 

Mr. Boyer. I believe that is correct. 

Mr. Yarus. It is our opinion that the foregoing elements of costs 
included in the monthly demand charge appear reasonable. 


AEC will pay a monthly energy charge equal to its pro rata share of the total 
fuel expense for the two project generating stations in the proportion that the 
number of kilowatt-hours taken by AEC bears to the total generation of those 
stations. The energy rate appears to be reasonable. 

4. Division of costs between AEC and OV EC 

The staff estimates that OVEC will pay, after full-scale operations have com- 
menced, 3.64 percent and AEC 96.34 percent of the aforementioned monthly 
demand charge. These percentages are based on estimated transmission losses 
of 2 percent from the 330-kilovolt buses at the project generating stations to the 
point of delivery at Portsmouth and 0.4 percent losses in the stepup transformers 
at those generating stations. The staff further assumed that the net sendout 
per generating unit (after station use) will be 200,000 kilowatts. On the basis of 
these assumptions and on a 95-percent capacity availability factor, the staff esti- 
mates that OVEC will bear a cost of approximately 48 cents per kilowatt-mont! 
for the capacity not used by AEC and which becomes availability to OVEC from 
the two generating stations. 


In other words, this is the plus that Mr. Thomas was questioning 
you about before. [Reading:) 


Thus OVEC may at times obtain up to 355,000 kilowatts of capacity during 
full-scale operations for sale to its sponsors at a share of demand costs equivalent 
to approximately 32 percent of the base monthly demand charge. 
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In other words, this is what it gets out of the contract as a sort of 
a bonus, I would say. [Reading:| 


In view of the fact, however, that OVEC has obligated itself to supply up to 
200,000 kilowatts of additional reserve capacity, without a capacity charge, and 
since AEC has first call on all OVEC capacity, we cannot say that the relatively 
small share of the costs assigned to the varying capacity available to.OVEC is 
unreasonable. 


Cancellation by AEC during full-scale operation 
And here we get into the dispute. [Reading:| 


AEC may terminate the agreement on 24-month notice by paying the monthly 
demand and energy charges as well as all other charges payable by AEC under 
the agreement for each month of the 24-month notice period plus a cancellation 
charge,.commeneing after the notice period, of the equivalent of 28 nronths’ 
demand charges, if notice is given during the first 12-month period after commence- 
ment of full-scale operations. 


When are they scheduled to commence. 

Mr. Boyer. That figure I believe was calculated to be June 30, 
1956; is that right? 

Mr. Coox. That is right. 

Mr. Puiuuies. It would look so from the chart here. 

Mr. Yares. That is a critical point in this whole cancellation 
picture. 

Mr. Boyer. That is right. 

Mr. Yates (continuing reading letter): 


Thus, on eancellation, AEC may be required to pay the equivalent of 52 


mths of demand charges amounting to $140 million. In view of such a large 
tential liability, it is our opinion that the greatest concern in protecting the 
terest of the Government lies in the reasonableness of the provisions governing 
he determination of those liabilities. 
The net generating capacity to be installed by OVEC will total 2,200,000 
owatts, a substantial addition to the 13,344,000 kilowatts aggregate capacity, 
s of December 1953, operated by 20 privately owned electric utilities furnishing 
tric service to consumers in western Virginia, West Virginia, western Pennsyl- 
nia, southwestern Michigan, Ohio, Indiana, and Kentucky. Peak loads in 
same area are estimated to total 11,700,000 kilowatts by December 1953 
aving an indicated reserve generating capacity of 1,644,000 kilowatts. The 
pacity and loads of the 15 sponsor companies are included in the totals for 
area. 
Should the load growth in the sponsor’s service area equal or exceed company 
rcast it is our opinior . that cancellation charges as provided for in the agree 
nt could prove to be excessive On the other hand, if present forecasts proved 
» be materially too hich, the cancellation charge may not be sufficient to proteet 


nsors adequately. This would indicate two possible alternatives to the formula 
thod of computing cancellation charged as prescribed in the agreement. 
One alternative would be to defer the determination of cancellation charges 
ntil the facts necessary for a more precise estimate of possible losses to sponsors 
yn eancellation, are known. This plan has some distinct disadvantages It 
ld postpone for future determination the difficult question of ascertaining 
yw much of AEC’s capacity could be absorbed at some particular time without 
rious loss to sponsors It could involve litigation if disputes should arise as to 
whether or not a particular sponsor could or could not assume the cost associated 
h a block of AEC capacity It may result in higher cancellation charges than 
prov ided for by the agreement 
The second method would be to give AEC the option to purchase outright 
OVEC properties by paying all of its unrecovered costs in lieu of paying cancella- 
ion charges It is our opinion that AlC should be permitted to elect at the time 
of termination of the agreement, either to purchase the property or to pay can- 
cellation charges 
AEC, in addition to giving notice of termination, may notify OVEC that it 
will not require energy from the project generating stations. In that event 
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AEC charges would be reduced by 50 percent of the OVEC operating expenses. 
Should AEC terminate after commencement of full-scale operations and decid 
not to use OVEC energy, it is likely that the two generating stations would con- 
tinue to operate, probably as base load stations for sponsors. It appears that 
AEC should not under those conditions be required to pay as much as 50 percent 
of OVEC’s operating expenses. 

The agreement requires also that AEC reimburse OVEC for unamortized 
expenditures and cancellation costs in connection with arrangements made 
with AEC approval to assure long-term or more economical fuel supply for 
the project plants. It is possible that the cost to AEC in this respect might 
be negligible because OVEC agrees to use every reasonable effort to reduc 
costs to AEC by continuing long-term arrangements to the fullest extent co: 
sistent with posttermination operation of the project generating stations and 
by making arrangements with sponsors to utilize such of these fuel supplies 
as result in no disadvantage to the sponsors. On the other hand, costs to 
AEC in this respect might be sizable under conditions where mining operations 
opened for the primary pee of supplving the project plants would bave to 
be abandoned. No appraisal has been made of maximum payments which might 
have to be made because of this pha se of termination. it appears that so 
language should be incorporated in the contract which would provide for at lea 
a partial refund of such payments in the event that abandonments in connection 
with long-term fuel supplies should prove to be temporary. 


Now the Federal Power Commission goes into the termination or 
abandonment of the project prior to full-scale operation, which is 
important, too. I ask that the balance of this letter be put in the 
record at this point, Mr. Chairman. 

(The matter referred to is as follows:) 


Termination or abandonment of project prior to full-scale operation 

“The agreement provides that, in the case of termination or abandonment 
the project prior to full-scale operation, AEC and OVEC jointly and mutua 
shall separate the total planned project facilities into two categories which 
(1) “facilities to be complet ted,” and (2) “facilities not to be completed.” 
estimated cost to complete each ‘facility to be completed’”’ and the cost to aband: 
each “‘facility not to be completed” are likewise to be mutually determined by 
the two parties. Provisions of the agreement for these determinations appear 
to be equitable 

For the ‘facilities not to be completed,” AEC will reimburse OVEC for “all 
expenditures made, all costs of cancellation of commitments, and the cost of 
abandoning construction, less the net salvage value.’’ This provision is con- 
sidered to be fair in this type of undertaking. Net salvage, necessarily, must 
be left for future determination. 

The “facilities to be completed” are to be handled essentially as is the entire 
project under conditions of termination after commencement of full-scale opera- 
tion. The payments in respect of ‘facilities to be completed”’ are to be the sum 
of (1) payments for permanent power in the notice period of 24 months, (2 
payment at the end of the notice period of cancellation charges which shall 
the prorated portion of the equivalent of 28 months’ demand charge which would 
have been payable under full-scale operation had the project been completed, 
such pioration to be on the basis of the number of units ‘‘to be completed,’’ and 
(3) payment of an item of cancellation charges which shall approximately reim- 
burse OVEC for the increased unit cost of “facilities to be completed” because 
of the completion of fewer units than originally contemplated. 

The payments during the notice period may not be for the entire 24 months of 
that period but only for the period between the date of commercial operation 
of the first unit and the expiration of the 24-month notice period. The monthly 
payments within the notice period are to be arrived at in the same manner as are 
those specified for conditions of cancellation after start of full-scale operation. 

The cancellation charges payable at the end of-the notice period to the extent 
of an equivalent of 28 months’ demand charge which would have been payable 
under conditions pertaining at the end of the notice period, assuming completion 
of ‘‘facilities to be completed’’, are essentially of the character of similar cancella- 
tion charges commented upon heretofore for cancellation after start of full-scale 
operation. Of course, the actual charges may be less than they would be for 
cancellation after full-scale operation by reason of the proration on the basis of 





















the number of units ‘‘to be completed.””’ The 28-month demand charge in the 
ease of cancellation proir to full-scale operation agrees with the worst condition 
for cancellation after full-scale operation. 

The above two items of cancellation payments are of the character of the pay- 
ments to be made in the event of cancellation after start of full-scale operation, 
and are subject to the comments made heretofore with respect to provisions for 
cancellation after start of full-scale operation. 

The item of cancellation charge for the condition of cancellation prior to full- 
scale operation which attempts to reimburse OVEC for unit-cost differentials 
between full-scale project and less than full-scale project is an item not included 
and not required under provisions for cancellation after beginning of full-scale 
operation. By the decision to complete fewer than the planned number of units 
in the project plants, the prorated cost of the units ‘‘to be completed”’ is increased 
for two reasons. One reason is that certain facilities, such as a crane, of fixed 
cost are required in a plant regardless of the number of units installed and the 
other reason is that certain facilities such as condenser intake or power plant 
building which, for the reduced number of units need not be as large as planned 
may have been so far advanced in construction prior to notice date that 
significant saving could be effected by reducing the size to 
requirements of the fewer units. 


0 
conform with the 
It appears that the provisions of paragrap! 
e) 2 of section 6.04 sets forth an equitable formula for determining this eleme 
of cancellation charge, although in any event the magnitude of sucl 
would appear to be relatively small. 

In paragraph (g) of section 6.04, OVEC is given the oy 
ywn expense any facility classified as ‘‘not to be completed” as follow 


g) Notwithstanding any of the provisions 


payment 





iereinbefor contained } 
ction 6.04, Cory on shall have the right, at its own expense, t ( 
facilities included in the classification of ‘facilities not be be completed’, but 
ie total costs to AEC for termination, as determined above in this see 6.04, 
all not be affected thereby 
The option might be i iterpr ted to indicate that all the costs enumerated in 
uragraph (c) of section 6.04 would be paid by AEC eyveni in the event that OVEC 


ercises its option under 


paragraph (¢g Perhaps paragraph 
rified to 


} 


| require the elimination of costs enumerated in paragraph 
+ 
t 


at io ont 
6.04 but not actually incurred by OVEC in respect to any “facility not to be 
eted’”’ on which OVEC elects to exercise its option. 


Determination of established capacity 


In appendix III covering determination of established capacity, it is noted that 


such capacity will be determined under conditions of ‘usual hydrogen pressur 
In appendix I it is noted that the designed hydrogen pressure is 30 p.s.i.g. In 
this connection it should be pointed out that if the “‘usual hydrogen pressure’’ is 
less than the designed pressure, the established capacity will be reduced wl} 
turn can increase AEC’s capacity ratio, hence, its share of demand cha 
hus, by varying the hydrogen pressure OVEC may be able to provide capacity 
in excess of the established capacity for use by sponsors and at the same t 
increase AEC’s capacity ratio. 
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FEASIBILITY OF A PURCHASE OPTION FOR THE GOVERNMENT 











Mr. Puiuiips. Let me understand this point. It sounded to me 
as if the Power Commission were suggesting that AEC should have 
the right to assume the unpaid part of a contract. What becomes 
of the amount already paid out by OVEC? 

Mr. Yates. Presumably the OVEC company recovers this through 
the costs that they have recovered under the contract. They get 
their costs. ‘Their costs are amortized on a 25-year basis, are they not? 

Mr. Boyer. That is our understanding. 

Mr. Yares. So that as of the time of cancellation, up to that time, 
the costs will have been recovered. Is my understanding correct? 

Mr. Borrr. That is correct. 

Mr. Yarsrs. As of the cancellation point, therefore, if the Govern- 
ment pays the remaining cost on the 25-year period, OVEC would 
come out harmless; is that coreect? 
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Mr. Boyer. That is correct. But you recall, Mr. Thomas raised 
that same question, as I referred to before in my discussions. 

Mr. Yates. That is correct. 

Mr. Boyer. We explored that with the OVEC people and I am 
convinced that they would not enter into an agreement with the 
Government where that provision was a part of the contract. In 
other words, they felt that they did not want to be in a position for 
the Government to take over by paying that, and then taking the 
properties and being in a position to supply 1 in that territory. 

Mr. Jonas. They have an entire organization to develop, and they 
do not want to go out of business and just get their investment back. 

Mr. Boysr. That is one of the points that they made, Mr. Jonas. 
They pointed out that they have to supply this, they have to give 
the bac kup power that is cs alled for in this contract and finish up the 
transmission systems. They have to take into consideration the 
variations of these loads upon their systems. And it gets so inter- 
mingled and it would be just an extremely difficult thing to cut 
out. 

Mr. Yarrs. What possible losses is OVEC capable of sustaining 
under this contract, even in the event of a cancellation, at the time of 
maximum loss under the present cancellation setup with AEC? 

Mr. Boyer. Their possibility of loss, as I see it, is that the can- 
cellation cost will not be sufficient to cover their carrying charges, 
their demand charges during the period of absorbing that load into 
their other operations. 

Mr. Yates. What possible loss in terms of dollars would this be? 

Mr. Boyer. Let us take an extreme case, where they were unable 
to pick up any of the load. Then the demand charges even on a 
modified basis, would run in the order of $30 million a year I would say. 

Mr. Coox. If they should cancel in a period of depression, similar 
to what we had in 1930-31, when the load growth of the companies 
was negative, at the time of the cancellation, they would be stuck with 
the amortization and the interest for the remaining balance of the 
plant less the amount of— 

Mr. Yarrs. The cancellation charges? 

Mr. Coox. That is right. 

Mr. Yates. Under the worst conceivable situation, the most that 
they could lose would be what—$30 million? 

Mr. Boyer. A year. 

Mr. Yares. $30 million a year; how many years would that cover? 

Mr. Boyer. I do not know. 

Mr. Yates. During the depression, how much did the utilities lose? 

Mr. Boyer. It depended on the utilities, what areas they were 
serving, and so forth. Let me make another point here which | think 
may contribute to our thinking. 

Mr. Corron. I wanted to get one thing in mind at this point 
There was one thing said earlier that I am not sure is clear to me. 
I thought I understood you to say that if in the case of cancellation, 
OVEC were not able to get private users in order to be able to get 
back the full cancellation amount, but if they were able to absorb a 
substantial part of the power that was relinquished to them, while 
AEC had a lesser obligation for cancellation, still the reduction was 
not so great but that OVEC would profit more by the fact that they 
were able to absorb them; they shared somewhat in that profit. So 
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that there was a certain incentive there which would cause them to 
try to absorb as much as possible. Did you say something to that 
effect? 

Mr. Boyer. I think you are referring back to the situation that if 
the growth in the systems into which OVEC was tied is higher than 
the rate assumed in the cancellation, greater than 6 percent during the 
period prior to the time of cancellation, and is equal to or greater than 
6 percent during the year immediately prior to the effective cancel- 
lation date, then to the extent that there is that greater growth 
experienced, we will get the benefit; we will share with them on a 
50-50 basis in the effect of that growth in reducing the cancellation 
charges. 

Mr. Corron. But because of the fact that they share 50-50 on that, 
they have an incentive to encourage the growth of their private users 
as a cushion in case of cancellation; is that correct? 

Mr. Boyer. I think that is right. Of course, as long as it is eco- 
nomically attractive, they have the urge to expand their business. 

Mr. Yates. Let me go into that point. Certainly, all the fore- 
seeable conditions favor the OVEC company. Personally I do not 
think that your Portsmouth plant will be in the same high gear of 
operation during the entire 25-year period. And it is entirely con- 
ceivable that AEC, during the 25-year period, will either slow up its 
operations or conceivably go out of business entirely and transfer 
operations to another part of the country, in which case OVEC will 
have these plants. The growth of industry in this country tends to 
cluster around increased power facilities. So that it is natural for 
OVEC to be able immediately to shift the power supply to industrial 
users in the community. 

Mr. Borer. Certainly OVEC does not expect to lose, nor do they 
expect to make a windfall. I think in that connection if I would 
make this comment it might help the thinking. If we were to propose 
to OVEC a contract in which we would hold them harmless from loss 
in case of cancellation due to their inability to absorb the load, | 
feel sure that they would agree, that we would get the benefit of any 
reduction in cancellation costs as a result of their ability to absorb 
the load. 

Mr. Yates. The point that I should like to inquire about is why, 
in addition to having these maximum cancellation costs, you do not 
have an obligation on the part of OVEC to reduce those costs by 
shifting the load over to OVEC users as a possible alternative to the 
recapture clause that Mr. Thomas spoke about. I think the Gov- 
ernment would best be protected by such a recapture clause. 

Mr. Boyer. If you make that work both ways; in other words, if 
you hold them harmless against added cost that they have due to 
their inability to absorb, I think that we could work out an arrange- 
ment like that. But then your cancellation costs are indeterminate. 

Mr. Yates. How much more could they be? 

Mr. Boyer. They could be substantial. 

Mr. Yates. In addition to $30 million a year? 

Mr. Boyer. Yes. They could run on and on, if they cannot 
absorb the load. 

Mr. Cook. That is the very point that the FPC brought out. If 
we protect them and hold them harmless, and cancellation is had in a 
year of less than normal load growth, the cancellation costs would be 
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more to the Commission than they are now. But if you have a 
formula for cancellation which fixes the cost, under which the con- 
tractor is taking a risk, then the formula is one that you generally 
base on their normal load growth. We further protect ourselves by 
saying that if the normal load growth is greater, we will share the 
growth. But they will take the position that, if we ask for credit for 
the total load growth above the 6 percent, then we ought to cover the 
cost in the loss involved in a load growth less than 6 percent. So they 
would be very glad to accept a formula whereby——— 

Mr. Yartrs. Let me ask you another question. The investment in 
this plant will be amortized completely in 25 years, plus 8 percent 
on the capital stock. 

Mr. Boyrer. That is right. 

Mr. Yates. What is the life of these plants? 

Mr. Boysr. I would certainly expect this plant to run 30 or 35 
years. 

Mr. Yates. As a minimum? 

Mr. Boysrr. As a minimum. 

Mr. Yares. With the possibility that it may go a much longer 
period? 

Mr. Boyer. That is right. 

Mr. Coox. But the thing that you have to remember there is that 
the efficiency of this plant 25 years from now will be such that it may 
produce power at a higher cost than a new plant built 15 years from 
now or 20 years from now. It may not be economical to run this 
plant if the history of increase in efficiency of steam generating plants 
continues over the next 25 years as it has in the past 15. 

Mr. Jonas. It is not all gravy. At the end of a depression period, 
they do not have any depreciation left to charge off against taxes, and 
so forth. 

ir. Yarns. With respect to utility companies, that is not too great 
a factor, because their rates will vary to give them a return, a stand- 
ard uniform return depending on what the rate base is at any par- 
ticular time. 


COMPARATIVE CANCELLATION PROVISIONS FOR DIFFERENT CONTRACTS 


Mr. Corron. Has this OVEC company any more favorable con- 
tract than TVA or the other utility? 

Mr. Yarns. That is what I am trying to find out, what the situa- 
tion is as to cancellation costs with TVA. 

Mr. Paiuuipes. I think the record should show that while we are 
talking about OVEC, we are really discussing the contracts with EE] 
and TVA, too. 

Mr. Yarrs. They have individual cancellation clauses, I think. 

Mr. Boyer. Yes. The first question as to TVA was as to what 
was the TVA basis for cancellation. TVA says that we must give 
them 51 months—it varies between 48 and 51 months’ notice. In 
other words, we must pay the demand charges if we do not take that 
power, during that period, for them to absorb that power into their 
system. 

Mr. Yarres. When you say demand charges, you do not mean the 
extra demand charges that you have in the OVEC clause. OVEC 
has a 52-month demand cancellation cost basis. Does TVA have the 
same or is that standard? 
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Mr. Boyer. You are talking about 28 plus 24? 

Mr. Yares. That is right. 

Mr. Boyer. They talk about 48 to 51 months’ notice. It is about 
the same thing. It is surprising how close the two cancellation buses 
come out. But this notice as far as TVA is concerned must run during 
the period of the contract. 

Mr. Puitures. How about EEL? 

Mr. Boyer. The EEI contract cancellation clause is a little different 
in this respect. In the first 500,000-kilowatt-capacity contract we 
cave them 1 year’s notice. They were optimistic about their ability 
to absorb it. We gave them 1 year’s notice. Now, what they really 
said to us was this: That there is a disadvantage to them in having 
this plant built under a full-speed basis. It is located so that it is not 
most attractive, most effective to them to absorb in their system. So 
there is, they say, a 28-percent disadvantage to them. And they said 
that we had to pay that 28 percent until it was amortized, which 
meant that it ran about 9 years. After the 10th year, all we had to 
do was to give them notice. 

Mr. Yates. This is TVA? 

Mr. Borrr. This is EE] for the first 500,000. In the next 235,000, 
they said that they would need a much longer notice period, and it 
started with the 3 years’ notice for the first, I think 10 years, and then 
2% years, and the 2 years, and finally down to 1 year’s notice in the 
last 5 years of the contract. And they figured their cancellation on 
that portion of the contract, or that portion of the plant which com- 
prises 2 units at 25 percent of the cost for the first year, and it is 
reduced 1 percent each year on the unamortized balance. That is 
how this figure is obtained on page 13. 

Mr. Yates. Let us go back to TVA for a moment. Suppose TVA 
can shift power over to other Government installations or non- 
Government users, will there be a diminution in your cancellation 
cost? 

Mr. Boyrr. Can you comment on that, Mr. Cook? 

Mr. Coox. The cancellation charge with TVA is based upon their 
normal load growth, an estimate of how long it would take them to 
absorb any power that we canceled into their normal load growth of 
their system. It provides for a continuation of the demand charge 
during that period, so that they, in turn, can make a return to the 
Government as they are required by law to amortize their facilities. 

Mr. Yares. Then what you are saying is this. In the event that 
TVA can shift their power, you will still have to pay the charges to 
them. It is based upon their estimate—that is, their charges are 
presently based upon an estimate as to what their loss will be, but in 
the event that their loss is not so great, in the event that they are able 
to shift it over to other users, would you nevertheless have to pay 
those costs to TVA? 

Mr. Coox. That is right. But in the event that it takes them 
longer than the estimate, based upon their normal load growth, we 
would not pay more. 

Mr. Boyer. We have the right to use the energy during the notice 
period. We can use the energy. In other words, if we could antici- 
pate that we were going to cancel out and not have a need for power 
48 or 51 months hence, then we would go ahead and take the power 
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up to the time that we would cancel and then it would be their res- 
ponsibility. 

Mr. Paiuiies. Without paying any more money. 

Mr. Boyer. Without paying any more money. 

Mr. Yares. Does the record show what the total cost of the AEC 
installation at Portsmouth would be apart from this power charge? 

Mr. Boyer. Yes. I think our testimony here before this group in 
the supplemental showed it was $1,200,000. 

Mr. Yares. The potential liability for cancellation charges for 
power alone is approximately $340 million. 

Mr. Boyer. Not for the Portsmouth plant alone. 

Mr. Yates. That is for Paducah and Oak Ridge as well. 

Mr. Boyer. Oak Ridge and Portsmouth and Paducah. 

Mr. Yares. And this is just— 

Mr. Boyer. This is $140 million on the estimated cost of $356 
million. 

Mr. Yates. Do you have cancellation costs with any other con- 
tractors in the construction of your plant—do you have such can- 
cellation clauses? 

Suppose you start building a plant and all of a sudden you terminate 
it. Do you have any liability to the contractor as a result? 

Mr. Boyer. Mr. Phillips I think gave you the answer to the ques- 
tion. The big contractor, for example, is Peter Kiewit the Portsmouth 
prime contractor, and is on a cost-plus-fixed-fee. 50 on the cost you 
reimburse him for the cost of the project. 

Mr. Price. There is no cancellation charge if you decide to quit in 
the middle of it. 

Mr. Boyer. That is right. 

Mr. Corron. Mr. Yates did you get any comment from the F 
eral Power Commission on the contract of TVA or EET? 

Mr. Yavres. The question arose with respect to OVEC, 

Mr. Corton. What question? 

Mr. Yarxs. The question of the cancellation charges for the Ohio 
Valley. As I remember it, something like $220 million was involved 
last year with respect to OVEC. That was the reason I submitted 
only the OVEC contract. 

Mr. Corron. I thought the question concerned all three, and I 
was curious. Iam so untechnical in my approach that I do not know 
whether any of these contracts are more favorable than the others. 
I was rather interested to know what the Federal Power Commission 
opinion was. 

Mr. Yarers. It would be wise to get the Federal Power Commission’s 
opinion with regard to the others. The cancellation provision which 
was the subject of my amendment last year related only to the OVEC 
agreement. We allowed the cancellation charges whic h the Commis- 
sion asked for at that time for TVA and EEI last year. 

Mr. Corron. Why did you direct your amendment only to the 
OVEC contract? 

Mr. Yares. Because at that time the caneellation changes seemed 
so great in that particular contract. The TVA cancellation costs 
were not out of line, nor was EEI, when we allowed them. 

Mr. Coox. At the time we appeared before we had an estimate of 
$366,200,000 in the event the plant was to be constructed by AEC. 
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Mr. Yates. I had submitted my request to the Federal Power 
Commission before you appeared before this subcommittee on April 2 
Mr. Corron. As a matter of fact, they are not out of line on can- 
cellation costs in all three contracts, if they are proportional, are they’ 
Mr. Yares. It is roughly about one-third. Was that true last 
year? 
Mr. Boyer. You say last year? 
Mr. Yates. When we went to * floor and struck out $220 million, 
were the cancellation costs approximately the same? 
Mr. Boyer. At that time we did 
worked out, and we did not know. 
to start construction, if necessary, 





not have definitive contracts 
The $220 million was to enable us 
for the Portsmouth supply, so at 


that time we could not project it, but we thought that the $220 millon 
would certs ainly cover the cancellation costs 


more than was necessary to cover it. 


Mr. Yares. I remember at that time, though, that the cancellation 
costs under the contract with OVEC seemed out of proportion with 
respect to the cancellation costs under the other contracts you were 
entering into. 

Mr. Puiturps. There were no other contracts at that time. They 
did not have any other contracts at that time. 

Mr. Yares. They did. They asked for cancellation costs at that 

eC for Pa cee Loo. 

Mr. McCarruy. I would like to explain that, if I may 

Mr. Yarres. As a matter of fact, the AEC requested $57 million 
which we allowed for that cost. 

Mr. McCariuy. Yes. In our 1953 supplemental budget, which 
we transmitted to the committee, we had an eattmated cancellation 
cost through the fiscal year 1953 only, Mr. Yates, for both the TVA 
and the EEI. Those were estimated siteeelliddtints costs through 1953 
The two of those equaled $57 million. 

Mr. Yares. That is right. 

Mr. McCarruy. y contract with the electric 
itility for the supply of the Portsmouth area, we had included in out 
budget $220 million on the assumption this would initiate construction 
of the power plant to be built by AEC. At that time we testified that 
the other $220 million was for AEC construction but we hoped it would 
be construction by a private company. 

Mr. Puiturps. That, however, is water 
are discussing is the three contracts, 
Mr. Boyer has said 


As it turned out it was 


In the absence of any 


under the mill. What 
TVA and EEI and OVEC 
this morning that so far as TVA and OVEC 


we 


are 
concerned the cancellation formula and proportionate cancellation 
charges were about equal. I think you used the words “remarkably 
alike 7 


Mr. Boyer. I was pointing out that there was a 52-month provision. 
In effect there was a maximum cancellation under OVEC. He read 
from his letter that it said there was 24 months’ notice anc 
demand charge, in the case of OVEC 

I would like to make this point: 


28 months’ 


That existed only for one roo 
period, and then that period became less and less and less, until, 
the end of 11 years it became only 24 months as a notice period fot 


filling out your cost; whereas in the case of TVA it continued for 48 
to 51 months. 
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Mr. Corron. Allowing for the fact that there are different types 
and different periods, would you say that the contracts with the 
three groups, the TVA and EEI and OVEC, are about the same: 
that no one is definitely more favorable to the contracting party, the 
other party, than the others? 

Mr. Boyer. We do not think so. We do not think, so far as the 
profit to the participants is concerned, in both the EEI and OVEC 
contracts, there is that difference. They are both limited to this 
8 percent of their equity capital. 

Mr. Corron. Are you taking into consideration, when you give me 
that answer, the fact that private utilities pay taxes and TVA does 
not, at least in the same sense? 

Mr. Boyer. Well, sir, my answer referred only to the profit on 
EEI and OVEC, because TVA returns to the Government under their 
mandate, as I understand it, a certain amount of money, which you 
gentlemen know better than I do. 

Mr. Corron. Forgetting that TVA is in any sense a Government 
agency, taking all three of them on a par and forgetting ell the other 
factors, are the contracts, in your opinion, approximately the same 
with regard to profit to the furnisher of the electric ‘ity. 

Mr. Yares. What do you mean by “profit”? He stated that the 
rate is less for TVA than for the others. 

Mr. Puiiurps. One at a time, please. 

Mr. Boyer. I cannot respond as to the profit for TVA. 

Mr. Corron. That was a poor way of phrasing it. From your 
standpoint, are you giving any more favorable contract to any one 
of the three contracting parties, so far as you can summarize it? 

Mr. Boyer. We gave a great deal of study to the comparison of 
TVA and EEI proposals, when we were considering the Paducah 
installation, and as nearly as we could tell they came out about on a 
par. The TVA figure shows lower here because that figure is on a 
different rate of return to the Government. I think they have to 
return their-capital to the Government in 40 years, whereas thes: 
other people had to figure on amortization in 25 years. So you look 
at it, and as far as we can tell it was certainly a tossup. I think they 
are both efficient operators. 

Mr. Yates. I have not finished my questioning yet, Mr. Chairman. 

Mr. Putuuies. Will you go ahead right now. 


Mr. Yarss. All right. 
INSTALLATION OF FUEL FACILITIES 


Why is AEC paying for the installation of fuel facilities? 

Mr. Boyer. We think it is to the advantage of the Government to 
have an adequate fuel contract which will give them the advantage 
of the best fuel price that they can get, and to do that they had 
open up some added facilities in certain areas. 

Mr. Yates. Who had to? 

Mr. Boyrr. The suppliers of coal. 

Mr. Yares. Are you entering into those contracts? 

Mr. Boyer. No. 

Mr. Yares. Or is OVEC? 

Mr. Boyer. We are not. OVEC is responsible for buying the coal. 
But we do have a right of review of their contract. 

Mr. Yates. And did you have such a coal contract with EEI? 





Mr. Boyer. No, because the volume was not so great. You see, 
when you come in for this increased load that we have here, then the 
coal supply becomes very large. What is it? Twenty thousand tons 
a day for the Portsmouth plant alone? 

Mr. Coox. I think it is 7 million tons a year. 

Mr. Boyer. Seven and one-half million tons a year, which is a very 
substantial increase in coal takings from the area. 

Mr. Yates. OVEC will enter into the contract directly with coal 
suppliers? 

Mr. Borger. That is right. 

Mr. Yates. Does TVA have such a provision in its cancellation 
clause? 

Mr. Boyer. Yes; TVA estimates they may have a responsibility 
that would run about $9 million, or an obligation, if they canceled 
out to cover the coal people. We had figured that in when we gave 
you the figure of $131 million as the TVA cost of cancellation, on the 
assumption that no power was taken at the time of notification 


CANCELLATION PROVISIONS FOR COAL 


Mr. Yates. Now, how does the cancellation clause differ in the 
event you cancel prior to full-scale operations? 

Mr. Boyer. Well, in the case you cancel prior to full-scale opera- 
tions, then there is a different formula. I would like to have Mr. 
Cook correct me on this, because I sometimes do not keep all of these 
numbers in my head. But in effect we pay them the cost of the facility 
less the salvage value, but that salvage value would not be greater than 
the 72 percent of the cost. I think that is in effect what it is. There 
are some variations in here where if it is 20 percent complete then they 
may elect to complete and cancel under this other formula; but as we 
view it, it will be more attractive under some circumstances to do it 
that way than it would be to pay them their costs less the salvage 
value, 

Mr. YATEs. They would have the option to complete the noncom- 
pleted facilities? 

Mr. Boyer. That is correct. 

Mr. Yares. Or to obtain from the Government full costs for those 
facilities which they chose not to complete? 

Mr. Boyer. That is right; less the salvage value. 

Mr. Yarers. Less the salvage value. 

Mr. Boyer. That is correct. 

Mr. Puiturps. Mr. Yates, did you ask me to put that letter in the 
record? 

Mr. Yares. Yes. Can we put it in at the point I was reading it, 
Mr. Chairman? 

Mr. Puituirs. Would this not be the way to do it: You have asked 
for the opinion of the Federal Power Commission on the OVEC con- 
tract. Should we not ask them, in the light of their opinion on that 
contract, to make the same expression of opinion on the EEI and 
TVA contracts? 

Mr. Yares. Yes, we should. 

Mr. Puruurps. Should we not do that? Undoubtedly the AEC is 
seeing this opinion for the first time. I presume you have not seen 
it before. 

Mr. Borer. No. We asked the Federal Power Commission to give 
us its opinion. I have not seen this letter. 
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Mr. Puitures. Should we not ask the AEC if they have any state- 
ment to make as a reaction to the letter? They should also be per- 
mitted to put their reaction in the record. 

[ have no objection to putting the letter in. I do not think any 
member of the committee has. I think the whole picture ought to be 
in there if any part is in there. Is that reasonable? 

Mr. Yares. I think so. 


FEASIBILITY OF GOVERNMENT-OWNED POWER FACILITIES 


Would it be cheaper, Mr. Boyer, for the Government to have con- 
structed these plants itself, both in terms of the contracts you could 
have gotten from OVEC and in terms of the actual construction costs? 

Mr. Boyrr. Well, that is a difficult question to answer because it 
calls for some speculation on my part as to what we think we could 
have done. 

Mr. Yarres. Was the Commission not considering the construction 
of such a plant? 

Mr. Boyrr. That is correct. 

Mr. Yares. Did it consider that carefully before it went to this 
alternative? 

Mr. Boyer. Right there I will tell you some of the reasons why. 
Let me state first, however, in more or less direct answer to your 
question, that we would have attempted to obtain the same talent, 
the same degree or quality of talent, if we would have constructed the 
plant ourselves. We would have certainly sought contractors who 
were efficient and competent and outstanding in the field to do the 
work. It is quite possible we might have ended up with the same 
eroup. 

However, I think there is this difference: If we built the plant our- 
selves then we would not have the companies who are participating in 
the OVEC combination to furnish us the backup and interim power, 
and it is quite possible we might have had to build a larger plant than 
we would build when we have their systems to draw on. We would 
have had the problem, of course, of getting interim power. We would 
have had to go out and contract with these people without any con- 
tinuing interest on their part. It might have been less attractive. 

L personally am of the opinion that the arrangement we have here 
is more attractive than if we would have attempted to construct it 
ourselves. Mr. Cook, who is quite experienced and probably more so 
than I in some of this work, might have a different opinion; but that 
is my personal opinion. 

Mr. Yates. What do you think, Mr. Cook? 

Mr. Coox. I agree with Mr. Boyer. In fact, we had a firm of 
consulting engineers who specialize in building powerplants make 
estimates for us on what it would cost us to construct and operate the 
plant. We used that as the basis of our judgment prior to entering 
into the contract with OVEC. It indicated that we would not be 
able to construct and operate it, for the reasons pointed out by Mr. 
Boyer, any cheaper than the present contract provides for. 

Mr. Yarrs. How adamant are the companies with respect to this 
recapture clause? 

Mr. Boyer. My personal opinion is that they would not sign a 
contract with us if that were a condition of the contract. In other 
words, they were as firm on the subject as I have seen people get. 
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I personally negotiated on that myself, so I am speaking from know]l- 
edge. 

Mr. Yates. In other words, you are of the opinion that this is the 
best deal you can get? 

Mr. Boyer. Yes, sir. 

Mr. Yates. Cancellation costs and all? 

Mr. Boyer. Right. As I say, | am sure they would be happy to 
make the other type of cancellation, where you relieve them from 
risk and take the benefit. But you must do it both ways. You can- 
not have the benefit when they absorb faster and not relieve them on 
the loss when they absorb slower. 

Mr. Yates. Would OVEC consider a comparable provision which 
would give the Government the right to buy the plant at a termination 
time and also give them the right to sell it to the Government at a 
particular time if they so chose? 

Mr. Boyer. I am quite sure they would not, because that is saying 
the same thing in another way. 

Mr. Puituirs. If there are no more questions we thank you very 
much. 


Turspay, May 19, 1953. 
ATOMIC ENERGY COMMISSION 
WITNESSES 


GORDON DEAN, CHAIRMAN, ATOMIC ENERGY COMMISSION 

HENRY D. SMYTH, COMMISSIONER, ATOMIC ENERGY COMMIS- 
SION 

EUGENE M. ZUCKERT, COMMISSIONER, ATOMIC ENERGY COM- 
MISSION 

M. W. BOYER, GENERAL MANAGER 
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HAROLD L. PRICE, DEPUTY GENERAL COUNSEL 
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SAMUEL R. SAPIRIE, MANAGER, OAK RIDGE OPERATIONS OFFICE 
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Mr. Puiturrs. The committee will come to order. 
We have with us this morning the Atomic Energy Commission for 
a discussion of their budget request for fiscal year 1954. Mr. Gordon 
$2490—53—pt. 124 
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Dean is with us, accompanied by members of the Commission and 
members of the staff of the Commission. 


Recent ReEvIsIONS IN BuDGET 


[ would like to make 1 or 2 preliminary statements. First 
of all, we both—on your side of the table and ours—work under 
a little difficulty this year, a little more than usual, because the 
budget which came up in January was then sent back to you for revi- 
sion and the revised budget was only received here yesterday after- 
noon. A good deal of it is, of course, restricted and the Committee 
on Appropriations has had a very competent task force working for 
about 6 weeks on the same subject and their report was received 
vesterday. So, we are both working under a time handicap, in an 
attempt to see what can be worked out for the budget for 1954. 

Incidentally, I want to thank you, Mr. Dean, and the members 
of your staff for your cooperation with the task force. We think they 
are very competent men and very much interested in assisting both 
the committee and the Commission, which leads me to certain other 
suggestions. 

POSSIBLE AREAS OF ECONOMY 


The first is that this committee has never thought, and certainly 
does not think this year, that a budget figure ests ablished on July 1 
is the final figure for a year and that the conditions under which we 
make budgets are such that we would consider the uy 1 figure only 
as the one with which to work for the ensuing yes You might, 
yourself, as we are trying to point out today, see othe Pebchd wf ection: 


during the year and we would like you to look on the budget in that 
way, just as it works the other way, as it has in the past, when you 
have occasionally had to come up and ask us for supplementary 
budgets. 

1 am inclined to think that the committee feels there are areas of 
economy in the operation of the Atomic Energy Commission which 
have nothing to do with the actual areas of defense and weapons. 
You will observe what I mean as we go through your budget today 
and tomorrow. 

[ also want to say that just as quickly as copies are available of 
the report and recommendations of our task force, they will be turned 
over to you, perhaps, by tomorrow. Certainly, you will have them 
soon and you will be able to go over them and make your comments 
upon them and see if you cannot go into the fields they have suggested 
for further inquiry. 

We do not expect the Commission in Washington to be “all- 
knowing’’; we do not expect you to know all the details of a program 
as large as yours has grown to be. However, I think on some of the 
things that are brought out, you will be fully in agreement, I think, 
and perhaps surprised at some of them. 


LEGISLATIVE AuTHoriIty For Atomic ENERGY PROGRAM 


We have asked all of the agencies coming before us to make a 
statement of the authority for ‘their operations. and as a matter of 
form, we will insert in the record at this point the reply dated March 
6 from the Chairman, Mr. Dean, on this subject. 

(The matter referred to follows:) 





Atomic ENERGY COMMISSION, 
Washington 25, D. C. March 6, 1958. 
Hon. JoHn PHILLIPs, 
Chairman, Subcommittee on Independent Offices, 
Committee on Appropriations, House of Representatives. 

Dear Mr. Puituips: The Commission has your letter of February 24, 1953, 
in which your request that we furnish information on each activity for which 
funds are requested in the budget and the legal authority for such activity 

All of the Commission’s work is carried on pursuant to the Atomic Energy 
Act of 1946. Within the framework of the overall atomic energy program, the 
Commission has for budget and administrative purposes broken the work down 
into segments which we call program activities. These major programs are as 
follows: 

PROGRAM ACTIVITY 
{aw materials program 
Fissionable materials program 
Weapons program 
Reactor development program 
Physical research program 
Biology and medicine program 
Community program 
Program direction and administration 
9. Security investigative program 

As you will note from the above listing, these are the program activities which 
we set forth in our budget presentation, and each program, except the last- 
mentioned, will appear in both the operating expense budget and in the capital 
budget. 

Should you desire any further information in this matter, please let us know. 

Sincerely yours, 
Gorpon Dean, Chairman, 

Puriuuips. We have with us today the Chairman of the Com- 
mission, Mr. Gordon Dean; Dr. Smyth and Mr. Zuckert, Commis- 
sioners; we also have Mr. Boyer, the General Manager; Mr. Williams, 
the Deputy General Manager; Mr. Price, the Deputy General Counsel; 
Mr. Cook, Director of Production; Mr. Shaw from Hanford; Mr. 
Sapirie, Manager at the Oak Ridge Operations Office; General Fields; 
Dr. Hafstad; Mr. Jesse Johnson, and Dr. T. H. Johnson; Dr. Bucher, 
who took the place of Dr. Shields Warren; Mr. Bloch; Mr. Smith; 
Mr. Burrows; and our old friend, Mr. McCarthy, the AEC Director 
of Budgets. 

Now, Mr. Dean, we will be glad to have your statement. 


GENERAL STATEMENT OF CHAIRMAN GORDON DEAN 


Mr. Dean. With your permission, Mr. Chairman, I should like to 
give an unclassified version of an opening statement, and then I would 
like to go off the record, if I may, because to give you the complete 
story, a good deal of it must, unfortunately be classified. 


AMOUNT OF APPROPRIATION REQUEST 


We are appearing before you today to request spmpeebose for the 
program of the Atomic Ene rgy Commission for fiscal year 1954. The 
original appropriation request submitted last January ‘has 7% en revised 
in many important respects. I regret you have had no opportunity 
to review the new material prior to this hearing, but as you know, 
final figures were not even informally made available to us until late 
last Friday. Official notification was received only yesterday. In 
the rush of getting this presentation together some detail may have 
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been omitted. I am sure, too, that some questions will arise which 
we will be unable to answer now. If you will bear with us, we will do 
our utmost to give you all of the facts. 


APPROPRIATIONS AVAILABLE FOR 1953 


For fiscal year 1953, $4,124,600,000 was appropriated to the 
Commission, $1,137,700,000 in regular appropriations and $2,986,- 
900,000 in supplemental appropriations, the latter being primarily for 
expansion of production facilities. The oe request sub- 
mitted in January, by President Truman, for fiscal year 1954 was 
$1,592,800,000. The revised request which we are presenting today 
totals $1,096 million or a reduction of $496,800,000. 

Mr. Puiuurrs. The figure that you gave, Mr. Dean, does not cor- 
respond with the figure in the justifications in front of us by about 
$12 million. 

Mr. Dean. That is correct, and the difference has to do with funds 
which were transferred to us by the Federal Bureau of Investigation. 

Mr. Puriurps. The figure that you gave of something over a billion 
dollars does not correspond with the $808 million that is shown on 
this sheet. 

Mr. McCarrny. That is the operating appropriation only, Mr. 
Phillips. The total is at the bottom of the next page, and if you add 
the $1,137 million and the $2,986 million, which was in the supple- 
mental, you arrive at the total. 

Mr. Puiuures. | still do not understand the figures. This is for 
19: 53? 

Mr. Dean. Yes, sir; 1953 regular appropriation. 

Mr. Puruures. All right, what do you want to add to $808,935,000? 

Mr. McCarruy. That is on the next page. 

Mr. Puriures. That makes $2,770 million? 

Mr. McCarruy. $3,270 million for plant and equipment and $57 
million for the liquidation of contract authority, which goes into the 
total of $4,136 million. 

Mr. Puruuips. | have all of that. I am trying to arrive at a figure 
of something over a billion dollars which Mr. Dean is referring to. 

Mr. Boyer. He was talking there, Mr. Chairman, about the appro- 
priation in the regular Independent Offices Appropriation Act for 
1953. 

Mr. Puariuies. What was that figure? 

Mr. Boyer. $1,137 million. 

Mr. Puiuures. All right, I have it now. 

Mr. Dean. This large reduction is a result of subjecting every aspect 
of our program to a series of intensive reviews extending over a 
period of several months. Substantial savings from fiscal year 1953 
appropriations have been carried forward to reduce our requirements 
for new funds in fiscal year 1954. Our requirements have been reduced 
also be releasing for other use the reserves we had set aside to meet 
possible future increases in construction costs on major projects which 
will not be completed for 2 or 3 years. 
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REDUCTIONS IN APPROPRIATION REQUEST 


Similarly, we have assumed that the reserve can be released which 
has been established for the contingent liabilities under certain long- 
term electric power contracts—substantial amounts which would have 
to be paid only if we were some day to cancel the contracts. Applica- 
tion of these funds to our other requirements depends upon enactment 
of legislation recently introduced by the Joint Committee on Atomic 
Energy. The proposed legislation would authorize us to execute 
such power contracts without obligating funds to cover the contigent 
liability for cancellation costs. 

Another substantial amount has been released by eliminating one 
Savannah River reactor from our program. Certain reactor develop- 
ment projects have been curtailed or deferred. In keeping with cur- 
rent fiscal objectives, other reductions have been made throughout the 
program. 

The result is an appropriation request which is, in our sincere belief, 
not only pared to the bone, but one which takes a calculated risk in 
not providing funds for essential things which developments during 
the fiscal year might otherwise permit. Ore deliveries, for example, 
may exceed the amounts budgeted; the development of power reactors 
will be slowed down; and research funds will not permit full exploita- 
tion of promising paths of inquiry. Furthermore, costs in our busi- 
ness are not as readily predictable as In more established enterprises. 


ADDITION OF NEW REQUIREMENTS 


The dynamic nature of our program creates new requirements which 
cannot be scheduled far in advance. There have been included in the 
revised request almost $200 million for projects which did not appear 
to be required at the time the budget was submitted to the Congress 
in January. These projects provide for new undertakings in the 
weapons field, some of them associated in one way or another with our 
thermonuclear objectives. 

While the Commission is conscious of its grave responsibility for 
the development of atomic energy for both military and domestic ap- 
plications, we are aware of the necessity for maximum economy. It 
is on this premise that the budget has been prepared. 


PROGRESS IN THE ATOMIC ENERGY PROGRAM 


In order to provide some feeling for the momentum of the atomic 
energy program, I should like to mention a few major developments 
that have greatly influenced present plans as well as the budget esti- 
mates before you. 

WEAPONS 


Certainly the most important event of recent months was the series 
of weapon tests carried out last fall at Eniwetok in the Pacific. The 
exact import of the test results can be discussed with the committee 
only in executive session. It is not an exaggeration to say, however, 
that these tests have opened a whole new range of possibilities in 
weapon technology, including principles applicable to both fission and 
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thermonuclear weapons. A number of important measures are being 
taken to strengthen thermonuclear development both now and in the 
longer term. The current series of tests being conducted in Nevada 
is opening the way for continued improvement of our fission weapon 
designs. 

EXPANSION OF FACILITIES 


In order to increase the rate at which materials can be produced for 
fission and thermonuclear weapons, the Commission has been engaged 
in a major expansion of its entire production plant. I will review in a 
moment the status of the several major facilities authorized last July 
which make up what we call our 1952 expansion program. Quite a 
number of major facilities authorized before that time have been com- 
pleted during the past year and others are approaching completion. 
For example, some of the facilities at Savannah River are now in 
operation and others will be starting up at frequent intervals from 
now on. At Paducah, full operation of 1 new plant has already given 
uranium 235 production a substantial boost, and additional capacity 
will be coming onstream over the next several months. At Hanford, 
the latest plant additions are outperforming the older equipment. 

There has been no delay in getting on with the construction of the 
new expansion program facilities authorized last July. Since appro- 
priation of the funds for the expansion program on July 15, 1952, the 
Commission has taken these steps: 

For the new site, near Portsmouth, Ohio, the construction contract 
was executed on July 16, 1952, for a new gaseous diffusion plant to 
produce uranium 235. Work at the site las been going on since 
early November. 

For Paducah, the construction contract was executed July 22. 
Work at the site on additional gaseous diffusion facilities began in 
August. 

Mr. Puriurrs. What was your original schedule at Paducah? 

Mr. Boyer. At the Paducah plant, this schedule is in keeping with 
what the contractors thought they could do. We increased, or 
shortened rather, the time by about 6 months. Events that have 
taken place have pushed that back and we are now on the schedule as 
originally set up by the contractors—depending upon which one you 
take as the original, but the original one is being approximately met 

Mr. Dean. For Oak Ridge, the construction contract was executed 
July 17. Work began immediately to imerease the uranium 235 
fac matte Ss. 

‘or Hanford, the reactor construction contract was executed on 
ae 7 and work at the site started September 10. 
Construction work at each of these installations is well under way. 


ELIMINATION OF CONTINGENCY FUNDS FOR EXPANSION 


I mentioned earlier the elimination of the contingency funds from 
the cost estimates for the major production facilities included in the 
expansion program. This action raises serious question as to our 
ability to complete construction of these facilities within the funds now 
available to us. The language of the 1953 Supplemental Appropria- 
tion Act, as you know, prohibited the Commission from starting con- 
struction projects for the expansion program unless funds were ‘avail- 





able for their completion. We started construction of these facilities 
only after satisfying ourselves that the estimated costs, including these 
allowances for contingencies, were within the total funds available. 
With the elimination of the contingency funds, supplemental appro- 
priations may become necessary at a later time. In the light of this 
situation and in order to avoid possible problems under the ‘‘funds to 
complete” proviso, the Bureau of the Budget has asked us to request 
the committee to repeal this proviso. 


PRODUCTION OF FISSIONABLE MATERIALS AND WEAPONS 


While substantial progress has been made in the design and develop- 
ment of weapons, increases in the efficiency of production have also 
occurred as a result of technological advances. Moreover, the total 
volume of production of fissionable materials and weapons is increasing 
rapidly. Between fiscal years 1947 and 1952 the average unit cost of 
plutonium has been cut more than one-half. During the same 6-year 
period the unit cost of uranium 235 has been reduced even more 
Further technological improvements will continue to provide even 
lower unit costs of production in later years. 

In the budget estimates before you it is estimated that total operat- 
ing costs will rise from $741 million in fiscal year 1953 to $929 million 
in 1954, or by 25 percent. Physical output will increase much more 
rapidly, however. 

Mr. Puiuures. Will you identify that again, as to the field in which 
that rise from $741 million to $929 million 1s to take place? 

Mr. Dean. This is our total operating costs, rather than just picking 
out one field, but the field 1 am goimg to talk about now to show there 
is a larger increase in product than there 1s increase in operating cost 
is the field of weapons and the field of fissionable material. 

Further reduction in unit costs for each of our major products has 
been reflected in the budget estimates for fiscal year 1954. 

We are at work on a most promising development which may raise 
substantially certain of the operating limits beyond which we have not 
been able to go in some of our major plants. If we are successful, and 
the work may require considerably more time, we will have added one 
more achievement to the long list of examples of how research and 
development pays off in concrete operating results. 

The Nation cannot expand its capacity to produce weapon materials 
by building additional plants and by raising levels of plant performance 
still further without also broadening and increasing the supply of raw 
materials. The greater part of all our uranium now comes from 
sources outside North America and substantial dependence on over- 
seas sources will continue as far as we can see. 

Over the next year or two we have reason to be concerned whether 
all the uranium needed for maximum production in our plant oper- 
ations will be available. It is quite possible that we will have to draw 
down uranium stocks on hand to lower levels than is desirable, or 
even resort to other operational adjustments which would minimize 
the effect of a uranium shortage on weapon production. 

The longer range outlook for uranium procurement is much more 
encouraging. We have established an annual procurement goal that is 
substantially greater than the amounts we were able to buy in 1952. 
Developments in Canada, the Union of South Africa, Australia, and 
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here in the United States indicate that we can perhaps reach our goal 
in about 5 years. With the growth of these new sources, the Belgian 
Congo will no longer occupy such a dominant position in our overall 
picture, but is expected to continue making a substantial contribution 
to our total requirements. 

[ have sketched this background of our raw material problem in 
order to emphasize the Commission’s conviction that it is of the ut- 
most importance to procure all the uranium possible at reasonable 
prices. We need every pound that our suppliers may offer and we 
need also to encourage them to increase their production to higher 
levels in future years. The arrangements we have entered into repre- 
sent open-end commitments in which we stand ready to procure as 
much material as may be forthcoming at the contract price. We feel 
that this is the only prudent policy the Nation can pursue in procuring 
such a stragetically valuable raw material. 

Let me turn from our production activities to some of our other 
programs. 

REACTOR DEVELOPMENT 


Within the last few weeks, as you know, the Department of Defense 
has reexamined the role of nuclear power reactors for use in larg: 
vessels and in aircraft. Asaresult of this review the military require- 
ment for a prototype of a reactor to power an aircraft carrier was 
withdrawn. Therefore, in the budget before you no reactor work is 
planned for which the end product is the construction of a reactor fo1 
an aircraft carrier. 

Now, the important point I want to get across in this connection is 
that the different approaches to various applications of nuclear power 
are in fact closely related. Changing the emphasis in one direction 
has an impact on development work elsewhere. _ It is in this light that 
we have concluded that much of the research and development on the 
reactor design originally planned for an aircraft carrier should be 
continued as a part of the general power reactor program. The 
pressurized water design that had been contemplated represents one 
of the most promising routes to central station power and we propose 
to pursue this apvroach further. This program has been considered 
by the National Security Council and approved by the President. 

As to the aircraft reactor program, the intermediate steps to be 
taken to arrive at the ultimate goal of an efficient nuclear-powered 
aircraft have been modified by the military. The program and the 
requirement for an aircraft reactor have been confirmed, and our re- 
search and development will be continued. 

Mr. Purutrs. Is that not exactly what you, yourself, have been 
saving to this committee for the last several years? 

Mr. Dean. In substance. In other words, under one concept it 
was an objective of simply having something in the air by some time 
in 1958, even though it was never the ultrmate plane—something that 
could go 300 miles an hour at 15,000 feet altitude. The program 
now will be recast in such a way to get the best possible development 
we can for an aircraft reactor, without the assignment of a date and 
without the goal of simply getting it off the ground. 

The submarine reactor program is well under say. One submarine 
reactor prototvpe is now operating at the National Reactor Testing 
Station in Idaho; another of quite different design is under construc- 
tion near Schenectady. 
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CIVILIAN POWER DEVELOPMENT 


We are proceeding with the development of nuclear reactors for 
civilian power by advancing conceptual studies, design, and procure- 
ment of some hardware to a point where pilot models could be con- 
structed to demonstrate the feasibility of economical nuclear power 
But no provision is made in this budget for building any pilot models 
l regret this. Elimination of construction funds for this purpose is 
another illustration of the fact that this budget has been pared to the 
bone and does not provide in certain essential respects for pursuing 
technical accomplishments further. 


PHYSICAL RESEARCH 


The technical advances in atomic energy being made now are based 
on research accomplished years earlier. And the technical advances 
still to come are based on the quality of research now being done. 
In this respect the present budget is taking a clear risk. The funds 
that are being requested permit no increase in physical research activ- 
ity over the present level. In fact, because of the operating costs 
incident to the startup of new accelerators and the increased emphasis 
on research related to weapons, reduction in the funds available for 
other research may require cutting back projects that are actively 
under way. Notwithstanding this possibility, the physical research 
gram will be adjusted as necessary and will be continued as vigorously 
as possible. 

Mr. Puruuies. Have you not actually in the last year or so gone 
outside of the original experimental field and are you not now in a 
field which is also occupied by other research groups? I, perhaps, 
should save that for Dr. Hafstad. 

You are getting considerable money for research and have you 
not, in the past year, gone outside the original field of what I would 
call applied research and gone into pure research, more so than 
you originally justified before this committee? 

Mr. Dean. I think it has been the tendency, in the AEC, Mr. 
Phillips, for the last 3 years, to try to have a sensible balance between 
basic research and applied research. We have always recognized 
all our submissions that there is an obligation on the part of the 
Commission to encourage technically competent people in the basic 
research fields, and one reason the Commission gets into it rather 
than turning it over to some university is because of the cost of the 
instruments which you use now in physical research; particularly the 
large accelerator. 

Mr. Paruuies. I do not know that the committee is in accord with 
you on that at all, but I think this has been brought out in all of our 
investigations and in our discussions with other agencies and that is 
that there is now a duplication in the field of research, beyond ordi- 
narily desirable eet Our expenditures in the Federal Gov- 
ernment have reached $2% billion in research. 

As I say, I should probably save this for Dr. Hafstad, but as the 
chairman of this committee, with some little bac sesame experience 
in this, I think you are exhausting the field of scientists who can 
produce the results which justify the expenditure of that much 
money in the breadth of the field. 
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Mr. Dean. I think I would have to question that as to whether 
we are exhausting the group. I think most of our physical research 
for which we would ordinarily want some increase in 1954 grows out 
of the work with the laboratory particles accelerator, such as the 
cosmotron and the Betatron, which will come in at the University 

California. Those are costly and you cannot delegate those to 
someone else because the cost of building these machines is more 
than any university endowment can handle. 

Mr. Purturps. Perhaps, if we could get the National Science 
Foundation to be a little more effective, we would not have to ask 
you these questions. 

Mr. Dean. I think that is true; but I also think they need some 
funds. 

May I respectfully request the committee to consider where this 
country would be with the present thermonuclear-weapon program 
if there had not been available a few years back the fundamental 
knowledge of nuclear theory, the nuclear constants of the isotopes, 
and all the other data needed to ¢ ope with this extraordin: ily difficult 
problem. Without that accumulated knowledge it is inconceivable 
that we could have planned and executed the tests and other aeccom- 
plishments in this eftort in the 3 vears since the Presidential directiv: 
to accelerate development. This is of course a spectacular ex: ap 0 
of research’s contribution. Others can be mentioned that will also 
be significant in future years. 

Among these may be the progress that has been made in the design 
and operation of  high- pom ee accelerators. The higher- 
particle energies now foreseeable—perhaps as high as 100 billion- 
electron volts—are opening extremely important new avenues to our 
understanding of the nature of forces within the nucleus. 


BIOLOGY AND MEDICINE 


The biology and medicine program is being continued at a slightly 
higher level. This reflects the costs of operating the Argonne Cancer 
Research Hospital, which has just come into full-scale operation, and 
the research and monitoring connected with the health hazards of 
new plants, the weapon tests, and the new problems of thermonuclear 
materials for the weapons program. From continuing research in 
biology and medicine we learn not only how to protect man from 
radiation, but also how radiation can be turned to beneficial uses in 
medicine, industry, and agriculture. 


ADMINISTRATION OF PROGRAM 


While the programs of production and construction are expanding 
rapidly, the administrative staff required to direct our far-flung 
activities has increased only moderately. 

In my judgment the number of people administering this vast 
program is small, considering the responsibilities of the Commission 
for direction and surveillance of our contractors’ growing activities. 
In fiscal year 1954 it is estimated that there will be an average of 
5,200 employees of the Atomic Energy Commission covered by the 
category ‘Program direction and administration.” This is less than 
4 percent of the total number of all contractor employees. Operating 
costs for program direction and administration have declined steadily 
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in relation to the total operating costs of the atomic energy program 
as a whole. The ratio has declined from 5.9 percent in fiscal vear 
1951, to 5.1 percent in 1952, to 4.7 percent in 1953, and is projected 
to be only 4 percent in 1954. 


FUTURE OF THE PROGRAM 


I would like to conclude my opening statement now by emphasizing 
that further reductions in the level of our efforts will jeopardize our 
ability to meet current objectives. The prime objective is that the 
Nation be ready at any time to meet an international emergency. 
We are turning out a product that represents a powerful deterrent to 
war. It may also mean the difference between winning and losing a 
war, should one come. Moreover, this product is not subject to 
deterioration or obsolescence. It will be as good 15 years—or 50 
years—from now as it is today. 

I believe it would be the greatest tragedy if this Nation were now 
compelled to reduce the effort being directed toward the production 
of thermonuclear and _ fission weapons Anv material action to 
diminish the amount of effort or momentum will inevitably reduce the 
margin of superiority in atomic energy this country now possesses 

I believe too that any further reduction in the plans for reactor 
development and research will do a tremendous disservice to the 
Nation. For in this direction most surely lies the greatest promise 
for the peaceful application of atomic energy over the next decade or 
more. 

To repeat, this budget contains risks. The funds covered by the 
revised estimates may indeed prove less than necessary to purchase 


the tonnages of uranium that may be forthcoming; to complete the 
construction of expansion program facilities within the appropriated 
funds; to exploit technical advances as fully as might be warranted 
by the national goal of economical civilian power; and, finally, to 
permit the broadening of research that is absolutely necessary to the 
interest and security of this country. 


Revisep BupGet JUSTIFICATION 


Mr. Puitures. That is a comprehensive statement, Mr. Dean. 
I think it is a very good statement. I am not sure that the committee 
completely concurs in your concern that you will not get enough 
money. 

Mr. Dean. You referred to the group appointed by this committee 
which has been working with us. It has been a privilege to work with 
that group, and I am sure they have come away with a broader 
knowledge of our program. 

Mr. Puruuirs. I think they have enjoyed the relationship. 

You have been free with the rubber stamp. What is there on these 
two pages that cannot be put in? 

(Discussion off the record.) 

Mr. Puiturres. Knowing what is in there, Mr. McCarthy, why 
cannot we put all those pages in right now? 

Mr. McCarrny. I suggest we do. 

(The pages referred to are as follows:) 





U. S. Aromic ENerGy Commisst1on, REvisED Buparr Estimates, Fiscat YEAR 


SUMMARIES 


1954 


OF APPROPRIATION 


REQUEST 


Summary of operating expense appropriation 


Operating costs 

Source 
terials 

Weapons 

Reactor development 

Physical research 

Biology and medicine 

Community operations 

Program direction and 
administration 

Security investigations 


Total operating costs 
Increase or decrease (—) in 
Stores inventory 
Special reactor materials 
Special materials 
Working capital 
Unliquidated obligations 


Total obligations 
Unobligated balance 
ble from prior year 

Unobligated 
forward 


availa- 


balance carried 


A ppr 


»priation 


1 Includes $11.8 millior 


tnd fissionable ma- 


{In thousands] 


Fiscal year 1953 


Revised 
estimate 


Difference 


70 
In budget ea 


(+ 


$40, 007 
—31, 832 
—1, 991 

0 

0 

—164 


34, 740 


13, 223 


~1,124 
~—3, 827 
78, 945 
310 —259 
—1, 975 —1, O81 
255 266 
15, 806 11, 342 
33, 128 17, 825 
789, 016 — 50, 852 
—30, 933 
50, 852 


808, 935 


In budget 


110, 300 
43, 548 


40, 678 
16, 282 


999 


3, 
3, 
3 
3 


143, 705 
1, 156, 418 
0 

Uv 


1, 156, 418 


transferred from Federal Bureau of Investigation. 


Fiscal year 1954 


Revised 
estimate 


$423, 938 


209, 833 | 


37,750 
38, 900 
26, 565 

1,705 


37, 446 
13,112 


929, 249 


2, 482 
1, 950 


132 | 


0 
47,039 


980, 852 


— 50, 852 | 


930, 000 


Summary of plant and equipment appropriations 


{In thousands] 


22, 280 
2. 900, 094 

33 

404, 000 

57, 000 


47 


In budget 


| Difference 
(+ or —) 


—$15, 700 
— 20, 193 
— 22, 550 
—4, 648 

0 
—431 


3, 232 
—3, 170 


—69, 924 
—1,190 
—1, 182 
—3, 000 
~3, 604 

—96, 666 

—175, 566 


—50, 852 


Fiseal year 195 


Revised 


estimate 


000 
0 


000 


Difference 


(+ or 
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GENERAL STATEMENT 
Appropriations requested 


The revised estimate provides for appropriations for the fiscal year 1954 
the atomic energy program of $1,096 million of which $930 million is for operating 
expenses and $166 million for plant and equipment {he following table shows 


amounts appropriated for the atomic energy program since its inceptior 


In millions] 


Salaries and expenses 

Operating expenses 

Plant and equipment 

Cas t liquidate contract 
authority 


Total 


1 Includes funds appropriated to the War Department and other Federal agencik r the ator energy 
program 

? Includes transfer of $11.8 million for activities previously carried under “Salaries and expenses, Federal 
Bureau of Investigation.”’ 


The increase in 1954 over 1953 in appropriations required for operating expenses 
is related to the cost of operating new plants authorized in 1950 and 1951, pre 
liminary operating costs in connection with new plant authorized in 1953, and 
expanded raw materials procurement and weapons production programs 

The decrease in appropriations for plant and equipment is due to the fact that 
the major portion of programs for the expansion of production facilities were 
funded in 1951, 1952, and 1953. ‘The fiscal year 1953 appropriation included 
$2,804.2 million for the new expansion program. 

Comparison of estimated expenditures 

While appropriations will decrease in 1954, it is estimated that expenditures 
will increase because of the liquidation of obligations for plant construction in- 
curred in prior years. The following table shows a comparison of expenditures 
for the fiscal years 1950 to 1954, inclusive: 


{In millions] 
1950 actual | 1951 actual | 1952 actual 


Operations $279.8 $416 $573. 3 


Plant and equipment 270. 4 | 1, 096. 6 


Total 550. 2 7 1, 669. 9 1, 900. 0 2, 400. 0 
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Obligational authority related to obligations and expenditures (excluding ‘trust 
accounts) 


| 1953 estimate | 1954 estimate 


ial accounts (excluding working funds 


ibl as ; , 1 $4, 136, 475, 500 , 096, 000, 000 

suLT t n * in 0 0 
dt ivailable : 64, 486, 360 584, 488, 000 
other Government agencies 1, 060, 075 844, 000 

ble from non-Federal sources : : 175, 000 175, 000 


tilabl Bebiied i , 202, 196, 935 " 507, 000 


lransfers to other Government agencies 0 0 
Cash required to liquidate prior year contract authorization 57, 000, 000 0 


‘otal available for obligation — —— , 145, 196, 935 i 000 


Less unobligated balances end of vear: 


ried forward in continuing accounts 584, 488, 000 0 
upon closing of accounts 0 0 


Total obligations incurred : 3, 560. 708, 935 507, 000 
Less collections treated as deductions from expenditures , 235, 075 , 019, 000 
t ’ 


s for th year 3, 559, 3, 7 488, 000 
35 ‘ 831, 428 


319, 428 


319, 428 


‘cluding working 


, 900, 000, 000 2, 000, 000 


balances avail 


44, 221, 
44,221, 


44, 221 


nts, including working 


-} 1, 900, 000, 000 2, 400, 000, 


tivities previously carried under the appropriation ‘‘Salaries 


APPROPRIATION FOR OPERATING EXPENSES 


Requested appropriation 

An appropriation of $930 million is requested for obligations in 1954 relating 
to operating expenses The total obligational authority requested is $980,852,000 
which is offset by the reappropriation of unobligated prior year balances of 
$50,852,000. The amount of $929,249,000 is requested for operating costs to be 
incurred in 1954. These costs include the expense of labor, materials, and services 
actually to be consumed during the year. The remaining $51,603,000 obliga- 
tional authority is required for increases in inventories, cash working funds, and 
unliquidated obligations relating to operating costs to be incurred in subsequent 
years. 

Not included in the budgeted costs are the depreciation expenses applicable 
to capital assets, although depreciation expenses and reserves are recorded in 
the Commission’s accounts and shown in its financial statements. 

The following table compares these estimated 1954 obligations with estimated 
1953 and actual 1952 obligations: 





{In millions] 


Operating costs 


Other obligational requirements relating to operating expenses 


Total obligations for operating expenses 


Excludes amounts for work performed for other agencies which are reimbursed and not included i 


propriation request 


f appropriations and appropriation estimates 


Comparative summary of 


In budget 


1 $808, 934, 500 | 1 $808, 934, 500 
1, 156, 418, 000 930. 000. OOK 


ntly available 


Appropriation for 1953: Pres 
Estimate of appropriation f 1954 


347, 483, 500 121. 065 


rease, 1954 estimate over 1953 


Includes transfer of $11,854,000 for ied under “Salaries and expe 


Bureau of Investigatic 


] 


y f } 
Comparati wry of obligations and appropriations 


Prior year balan 


teim bursement 
source 


nparative trans Bure 


lu 
l'ransfer to miscellaneous receipt 
Adjustment in prior year balance 
Unobligated balance 
Reappropriated for subsequent year 
Reduction in contract authorizatior 

lic Law 455, 82d Cong 


pursvar 
pursua 


Appropriation 


Atomie Energ 
mparative purposes 
Salaries and ¢ xpenses, 


Funds were appropriated in 195 
applicable to ‘Operating expense 
2 Includes transfer of $11,854,000 for activi 


Bureau of Investigation.” 


snow I Lat f ) 
ties previously carried under 





Obligational authority related to obligations and expenditures (excluding trust 


Net obliga 
)bligations outstar I it start of ye 
ccounted [ 
Le obligatio out I t da of y 


Net expe 


and 


f $11.854.000 for 


ireau of Investigation. 


Comparative statement of obligat 


axe 


Unvouchered 


Total obligations for operating expenses 


accounts) 


1953 estimate 1954 ¢ 


934, 500 

0 
486, 360 
060. 075 


175. 000 


working 
755, 887, 867 933, 


e appropriation ‘‘Salar 


ct class 


1954 estimate | decrease 
| 1954 over 1953 


, 194, 000 $40, 136. 000 | $2, 942, 00 
743, 000 3, 037, 000 294, 000 
500, 000 4, 643, 000 143, 000 
$84, 000 | 2, 286, 000 | 
000 34, 570, 000 } 
000 400, 000 | 
55, 526 , 922, 000 
000 157, 000 | 
000 39, 484, 000 | 
5, 000 824" 000 | 
000 30, 000 | 
000 107 000 | 
000 100, 000 


526 981, 696, 000 


191, 620, 474 


| 





EXPLANATION OF PROPOSED CHANGES IN APPROPRIATION LANGUAGE FOR OPERATIN 
EXPENSES 


Changes proposed in the appropriation language for operating expenses for the 
fiscal year 1954 and the reasons therefor are as follows 

1. Amendment to limitation on purchase of newspapers and pe riodicals The 
nerease of this limitation from $4,000 to $6,000 will be required for newspapers 
nd periodicals at a new field office of the Commission and for transcripts of radio 
ind television broadcasts having a significant bearing on the atomic-energy pro- 
ram. The increase of $2,000 in fiscal year 1954 is specifically required for 

(a) Subscriptions for Portsmouth site, $200. Subscriptions are not now 
provided for newspapers published in the vicinity of this site and the con- 
tractor headquarters 

(b) Transcripts of significant radio and television broadcasts, $1,800 
With the increasing impact of television, as well as the continued impact of 
radio on our national life, the review of this source of information to the 
general publie for security leaks is of continued importance 
Elimination of specific limitation on amount available for expenses of travel 
The deletion of this limitation is reeommended on the grounds that the general 
rovisions of the Independent Offices Appropriation Act contains the general 
provision limiting expenditures for travel expenses to ‘‘The amount set forth 
erefor in the budget estimates submitted for the appropriations.”’ 
3. Amendment of dollar limitation on program direction and administration per 
mnel.—The change to $29,453,000 in this limitation is in line with the estimated 
requirements in fiscal year 1954 for program direction and administration personnel 
as set forth in the detailed estimates 

1, Amendment providing for hire of passenger motor vehicles To continue under 

s head the express authority to hire passenger motor vehicles which was con- 
tained in the Supplemental Appropriation Act, 1953 

5. Amendment in the provisions for reappropriation and use of unexrpended 

ances.—The changes provide for (1) the reappropriation of prior year unex- 

nded balances as of June 30, 1953, as was done in the appropriation acts of 
950 through 1953 to permit consolidation and simplification of accounting and 
2) the deletion of the language which was required in fiscal year 1953 to cover the 
transition from single appropriation to multiple appropriation funding and which 

no longer required under this head. 

6. Delete language for operating expenses included in the Supplemental Appro 
riation Act, 1953. 


) 


omparative summary of accrued operating costs by program reconciled to obligations 


)perating costs 

Source and fissionable materials $218, 007,808 | $281, 375, 000 
Weapons 206, 181, 404 53. 068. 000 
Reactor development 67, 881, 662 862, 000 
Physical research 35, 649, 7 38, 900, 000 
Biology and medicine 23, 864, 71 »5 200. 000 
Community 2, Stil 124, 000 
Program direction and administration 30, 466 ? 34, 740, 000 
Security investigations 3, 452, 107 3, 223, 000 
Total operating costs 598, 064, 492. 000 

Reimbursable costs 
Increase or decrease (—) in 
Inventories 526, 21 1. 410, 136 
Working capital —23 806, 003 
Unliquidated obligations 127, 584 
Transfers to or from ( other agencies 363 } 0 


060, O75 


Total obligations for operating expenses 790, 075, 526 


32490—53—pt. 1—_—-25 





Summary of operating « 


PROCUREMENT AND 
PRODUCTION 
faw source and = feed 
materials. 
2. Fissionable materials and 
special products 


Total, procurement 
and production 


PROCESS AND DEVELOPMENT 


3. Raw source and feed 
materials 

4. Fissionable materials 
special products 


Total, process de- 


velopment 


lotal operating costs, 


source and fission- 
ls pro 


able materials 
gram 


Total operating costs, 
weapons program 


Specific reactors 

Fissionable material 
and power production 
reactors 

Naval vessel propul- 
Sion reactor program 

Aircraft propulsion re 
actor program 

Other freactors 


Total, specific reactors 
General reactor research 
and development 
Operation of specific re- 
actors, processing plants, 
and facilities 


Total operating costs, 
reactor development 
gram 


Isotope development, pro 
duction, and distribution 

Physics research 

Chemistry research 

Metallurgy and materials 
research 

Mathematics and computa 


tions research 
University training and 


cooperation 


Total operating costs, 
physica research 


program 
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Operating costs 


RCE AND FISSIONABLE MATERIALS PROGRAM 


Fiscal year 1953 Fiscal year 1954 


Revised Difference In budget Revised Difference 


budg 
In budget estimate (+ or estimate (+ or - 


958, 200 $102, 727, 200 —$31, 231, 000 $199, 400, 000 $178, 700, 000 —$20, 700, 00 


}, 959, 400) 136, 126, 800' —10, 832, 600) 200, 767,000, 205, 767, 000 4+-5, 000, 00) 


917, 600) 238, 854,000' —42, 063, 600 , 167, 000) 384, 467, 000' —15, 700, 00 


, 069, 000 8, 069, 000 


, 402,000 31, 402, 000 


, 471,000 39, 471, 000 


2,000; 281, 375, 40, 007, 000 , 638, 000 42: 000; —15, 700, 00 


WEAPONS PROGRAM 


$284, 900, 000) $253, 068, 000) —$31, 832, 000) $320, 026, 000) $299, 833, 000) —$20, 193, 000 


I | 


REACTOR DEVELOPMENT PROGRAM 


$19, 652,000 $18, 141,000 —$1, 511,000 $21, 000; +-$3, 400, 000 
35, 415,000, 35, 725, 000 +310, 3, 26, 750,000 —16, 350, 000 


19,350,000 17,725,000, —1, 625 22, 5, 200,000; —7, 400, 006 
62, 000 36, 700 25, é 0 ( 


74, 479,000) 71,627,700, —2, 851, 7, 000) —20, 350, 


11, 544,000 12, 659, 800 +1, 115, 3, 200, 2, 000 —700 


8, 830, 000 8, 574, 500 255, ! q 8, 000 —1, 500, 


94, 853,000 92, 862, 000 ~1,991.000 110 87, 000) —22, 550, 


PHYSICAL RESEARCH PROGRAM 


$600, 000 $561, 000 $600, 000) $564, 000 — $36. 
18, 100,000, 18, 445, 000 +345, 20, 622,000) 18, 205,000) —2, 327 
14, 721. 000! 14, 394, 000 327, 000; 14, 654, 000) =—1, 593 
000 4, 634, 000 a7. 5, 076, 000 4, 634, 000 — 442, 


O00 100, 000 500, 000 250. 000 — 250) 


000 763, 000 —49, 000 503, 000 000 


38, 900, 38, 900, 000) _. 43, 548, 3) 000 —4, 648, OF 
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Operating costs—Continued 


BIOLOGY AND MEDICINE PROGRAM 


Fiscal year 1953 


Summary of operating costs 
Revised Difference 


estimat tT OF 


In budg 


Research and development 
Medicine research 


Cancer 000 $2 479. 000 174. 000 $2 


4, 000 


General , 000 6, 786, OOO ¥45, 000 6, YY, 000 


Biological] research 000) 10, 861, 000 276,000 11 
Biophysics research 000 4, 360, 000 616, 000 4.61 
University and spec 


6, 000 


training 000 714, 000 ( ) 706, OO 


Total operating costs 
ind medicine pro- 
gram 5, 200, 000 25, 200, 000 . 565, 000 


COMMUNITY PROGRAM 


Gross cost 
Colorado , 840 $98. 840 
Richland 3, 736, 000 6, 736, 000 
Oak Ridge 35, 500) 10, 135, 500 
Los Alamos , 254, 800 6, 541, 000 
Sandia 800 301, 900 


lotal gross cost 23, 470,940 23,813, 240 


Gross revenue: 
Colorado - , 840 61, 840 
Richland } 000 6, 120, 000 
Oak Ridge ¥ 500 &, 614, 500 
Los Alamos : 800 000 
Sandia 355, 800 5, 9OO 


rotal gross revenue 940 — 21, 689, 240 


Net cost 
Colorado 37, 000 
Richland 616, 000 
Oak Ridge . ’ 1, 521, 000 
Los Alamos 4, 000 
Sandia — 53, 54, 000 


Total net operating 
costs, community 
operations program 288, 000 2, 124, 000 164 
Round-off 0 0 0 
Rounded total 2, 288, 000 2, 124, 000 164, 000 


COMMUNITY OPERATIONS PROGRAM 


COLORADO 


Real-estate operations: 
Housing 
Expenses 
Revenue 


Net (revenue 


Dormitories 
Expenses 
Revenue 


Net (revenue 


Total real-estate opera- 
tions 
Expenses 41, 98, 840 
Revenue ; 61, 840 0 


Net (revenue) 20, 37, 000 +57, 000 
STATEMENT OF DIFFERENCES 
A. Fiscal year 1953: 1. Real-estate operations: Housing: Expenses ; ‘ 


This increase covers the cost of replacing roofs and siding on the housing for 
processing plant workers at Naturita and Uravan, Colo 
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Operating costs—Continued 


COMMUNITY OPERATIONS PROGRAM 


Fiscal year 1954 


Summary of operating cost 
Revised — Revised Difference 
estimate ) on estimate (+ or 


363, 000 
678, 000 


000 O00 
000 000 


000 225, 000 

- 
I OOO 6, 864, 000 
Total reve a } ) 120, 000 7, 000 6, 607, 000 


Total net ¢ } 616, 000 ¢ 000 257, 000 


OF DIFFERENCES 


for either fiscal year 1953 or 1954 


COMMUNITY OPERATIONS PROGRAM 


Fiscal year 1953 Fiscal year 1954 


Summary of operating costs 
Revised Difference In budget Revised Difference 


budg t 
In budge estimate (+ or | estimate (+ or 


OAK RIDGE 


Municipal 
Expenses $3 000) $3, $4, 700} $4, 093, 700 
Revenue . 100 328 800 391, 800 


Net cost 3 900 3 540 3, , 900 3, 701, 900 


Utilities 
Expenses 591, 000 5 000 B 100 1, 649, 100 
Revenut , 80K , 800 § 000, —2, 087, 000 


Net (revenus i, 800 , 800 37, 900 37, 900 


7) 
Real-estate operatior 


Expenses , 500 3 500 3, 513, 700 3, 513, 700 
Revenue 5, , 600 . 600 5, 000) —5, 366, 000 


Net (revenue 100 ; 100 , 852, 300| —1, 852, 300 


Hospital 
Expenses , 000 7 000 a 300 1, 326, 300 
Revenue 000 000 4 ,000) —1, 051, 000 


Net cost 195, 000 195, 000 300 275, 300 


Total expenses 10, 135, 500 135, 500 582,800) 10, 582, 800 
Revenue 8, 614, 500 614, 500 ; 800, —8, 895, 800 


Total net cx 1, 521, 000 1, 521, 000 , 687, 000 1, 687, 000 


STATEMENT OF DIFFERENCES 


There are no differences reflected in the above estimates for either fiscal year 1953 or 1954. 





Operating costs—Continued 


COMMUNITY PROGRAM 


LOS ALAMOS, N. MEX 


Municipal 
Expense 
Revenue 


Revenue 
Net cost 831, 7 000 


Total 
Expense ROK) 541, 000 +286, 200) 
Revenue } 800 537. 000 106, 200 


Net cost 224, 000 


STATEMENT OF DIFFERENCES 


LOS ALAMOS, N. MEX 
Fiscal year 1953 
he reduction in Los Alamos community operations is 
due primarily to an increase in the New Mexico State con 
tributions to the Los Alamos County school systen 
Based on actual experience in the Ist half of fiscal year 
1953 an increase in net revenue is estimated from real 
estate, hospital, and utlity operation Reductions in 
rating costs and higher revenues than originally antici 
vated are significant factors in the improved community 
ye sitions 
Fiscal year 1954 
Municipal 
The net cost of Los Alamos school operations in fiscal 
year 1954 has been reduced by $138,100 as a result of 
more current estimates of the New Mexico State 
contributions A reduction in the estimate for other 
municipal categories has been effected based on 
operating efficiencies and economies 
Utilities 
An increase in net revenue for utilities is attributable 
to the adoption of new utility rates and a reallocation 
of utility system expenses resulting from a utility 
engineering analysis completed in fiscal year 1953 
Real estate 
The downward trend of revenue from concessions 
due to reduced volume of sal n fiseal year 1953 i 
estimated to level off in fiscal year 1954 but will reduce 
net revenue in fiscal year 1954 below the or nal 
estimats 


Hospital 


Revised 
estimate 


$224, 000 34, 000 


146, 000 340, 900 


1, 393, 600 


Difference 


or 


$220, 000 


1y4 





€ 
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Operating costs—Continued 


COMMUNITY PROGRAM 


Fiscal year 1953 


Revised 


SANDIA RASE, 

Municipal 
Expense 
Revenue 


Net cost 


Utilities 
Expense 


Revenue 
Net cost 


Real estate 
Expense 
Revenue 


Net cost 


Total 
Expense 
Revenue_- 


Net cost 


STATEMENT OF 


SANDIA BASE, N. MEX. 


Fiscal year 1953 
The slight increase in 
results from offsetting char in the roads al 
streets and fire-protection programs, and a delay in insti 
tuting rent incre timated to begin Jan. 1, 1953, until 
the completion of a survey by a board of appraisers. 
Fiscal year 1954 
Municipal 
Decreases in cost in this category reflect a 
tion in the pro rata share of fir 
borne by the community based on a survey conducted 
by a board of « neers. The original division of cost 
between the community and technical area was out 
of proportion to the service rendered the community. 
Utilities 
The increase in net revenue for utilities results 
directly from an increase in utility rates in fiscal year 
1953. Rates were increased pursuant to a study of the 
utility rate structure by a certified board of apprais- 
ers rhe fiscal year 1954 estimate of net 
revenue is based on a full-year operation at the new 
rates 
Real estate 
The substantial increase in net revenue estimated 
for this category results from the increase in rental 
rates placed in effect in fiscal year 1953. The original esti- 
mate was based on a 10-percent rental increase; how- 
ever, the establishment of prevailing rates in the 
geographical area by a board of appraisers yielded an 
increase of 15 percent Anticipated heavy cyclic 
maintenance programed for fiscal year 1954 will 
absorb a portion of the increased revenue. 


net revenus dia community 


1imost 


uses ¢ 


reduc- 
-protection costs to be 


revised 


Difference 


estimate (+ or 


In budget 


DIFFERENCES 


In budget 


$53, 000 


127, 900 


60, 600 
| 


Fiseal year 1954 


Revised 


Revised | 
estimate 


92, 400 


— 30, 600 


| 
| 
— 202, 800 | 
| 


Difference 
estimate (+ 


or 


Difference 
(+ or — 


—30, 600 


—42, 200 





Operating™ costs—Continued 


PROGRAM DIRECTION AND ADMINISTRATION 


immary of operating costs 


y)tal number of permanent 
positions 

rage number of all em 
ployees = 5, O14. 6 ) 114 


Personal services $27, 909, 900| $27 2. On $557, 900) $3 42) $20.4 000 
l'ravel 2, 100, 000 1, 840, 000 260, 000 2, 100, 000 
All other objects 5, 854, 100 5. 548. 000 306, 100 5 893, 000 
Total operating costs, 

program direction 

and administration 35, 864,000! 34,740,000) —1,124,000) 40, 678, 000 


Includes80 military positions not funded by EC 
2 Includes 86 military positions not funded by AEC 


STATEMENT OF DIFFERENCES 


A. Fiscal year 1953 


1. Personal services 
Asa result of a slowdown in employment, it is estin 
and military positions will be filled on June 30, 1953 
previous estimate of 5,435 positions and makes possil 
$ ,900 
2. Travel 260. 000 
Travel costs have been held to a minimum, with an anticipated savings 
$260,000 against the amount previously budgeted 
3. All other object 
This reduction in other objects of expenditure below the f 
cost level is attained by economizing in costs of communications, 
other supporting services 
B. Fiscal year 1954 


1. Personal services 
The Commission is in accord with the desire to hold Federal employment 
to a minimum as indicated by our past record. We have not increased our 
1dministrative staff in relation to the increase in our program. For example, 
in 1950, 1951, and 1953 sizable program expansions were authorized by the 
Congress, which required the addition of 10 major offices and facilities, with 
an overall increase in operating costs of 153 percent over a 4-year period 
However, during the same period, our administrative staff increased from 
3,400 on June 30, 1949, to 4,988 on Apr. 30, 1953, or 46 percent 
Program increases in fiscal year 1954 will require a minimum of 256 addi- 
tional positions over June 30, 1953, employment, which is projected at 5,130 
positions. The increase is required for staffing new offices at Portsmouth 
and Project Plum; increased workloads at Oak Ridge, Hanford, and several 
smaller plant sites under the Santa Fe operations office, due to expansion; at 
Savannah River, which is just coming into operation; and Washington 
headquarters for increased inspection and audit type functions. 
2. Travel j or ; Meas 
A reduction of 11 percent in travel costs for fiscal year 1954 is proposed, 
consistent with the reduction in personal services An increase in program 
direction and administration travel funds from $1,840,000 in fiscal year 1953 
to $2,100,000 in fiscal year 1954 will be required for effective technical direction 
of the expansion program at the widely distributed facilities of the Commis- 
sion and additional inspection and audit travel. 
3. All other objects es ; aig 
Che net reduction of $66,200 in other objects of expenditure reflects a general 
reduction of $451,200 based on anticipated economies. This is offset by an 
increase of $385,000 in fiscal year 1954 required for office maintenance expense, 
communications, supplies and other costs incident to the projected increase 
in employment. 
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Operating costs—Continued 


SECURITY INVESTIGATIONS 


Fiscal year 1953 Fiscal year 1954 


Revised Difference . . Revised Difference 
: In budget ‘ : 
“‘Stimate (+ or - estimate (+ or —) 


$3, 827, 000) $16, 282, 000) $13, 112, 000 $3, 170, 006 


STATEMENT OF DIFFERENCES 

} — $3, 827, 000 
ihe decrease 1,827, is the net difference between a reduction of $5,863,000, 
based on fewer inv igations being processed, and an increase of $2,036,000, required 
because of increased unit costs in the cases processed by the Federil Bureau of 
Investigat Che total number of investigations to be processed will be reduced 
from 97,500 to 65,848 investigations, a decrease of 31,652 investigations, of which 13,000 
will be in process, but not costed, as of June 30, 1953 Che FBI unit costs will in- 

r ef $149.68, as previously budgeted, to $205.45 per investigation 

—3, 170, 000 
f $3,170,000 is the net difference between a decrease of $5,835,000, 

wer investigations being processed and an increase of $2,665,000, 

creased unit costs. During fiscal year 1954, it is anticip ited that 

will be reduced from 101,498 investigations to 65,900 investiga- 

nit costs wil! increase from $149.68 to $205.45 Civil Service 

osts will incrdase from $163.90, as previously budgeted, to $195 


APPROPRIATION FOR PLANT AND EQUIPMENT 


Requested appropriation 
An appropriation of $166 million is required for plant and equipment in 1954 
The following table compares the estimated 1954 obligations for plant and 
equipment with the actual 1952 and estimated 1953 obligations. Also compared 
are the requested 1954 appropriation and the actual appropriation in 1953, the 
first year in which a separate appropriation was made for plant and equipment 


[In millions] 


Estimated, Estimated, 


Actual, 1952 1953 1954 


Obligations for plant and equipment ( $2, 770. 5 $699. 6 


Estimated unobligatéd balance available from 1953 533. 6 —533. 6 
Unobligated balance available from 1952 0 


Appropriation for plant and equipment 535. 5 | 3, 270. 5 166.0 


Funds were appropriated in 1952 under Salaries and expenses, Atomic Energy Commission. Amount 
applicable to Plant and equipment are shown in this table for comparative purposes. 


Unobligated balance available from 1953 

Of the funds appropriated in 1953, a balance of $533.6 million is expected to 
remain unobligated at the end of 1953. This amount includes a reduction of 
$479.4 million in funds required for the expansion program authorized in the 
Supplemental Appropriation Act, 1953. The major portion of the balance of 
$54.2 million will be required for obligation in 1954 for projects authorized in 
1953. For example, delays in the design of project Plum make it impossible 
to let the contract in 1953. Therefore, $21.5 million will be carried forward for 
this project 
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Comparative summary of appropriations and appropriation estimates 


PLANT AND EQUIPMENT, ATOMIC ENERGY COMMISSION 


Appropriation for 1958: Presently available $3, 270, 541, 000 | $3, 270, 541 
Estimate of appropriation for 1954 


436, 371, 000 166. 000 


Decrease, 1954 estimate over 1953 


LIQUIDATION OF CONTRACT AUTHORITY, ATOMIC ENERGY COMMISSION 


Appropriation for 1953: Preset tly avail 


Estimate of appropriation for 1954 


Decrease, 1954 estimate over 1953 


Comparative summary of obiiqations and appropriations 


PLANT AND EQUIPMENT, ATOMIC ENERGY COMMISSION 


ictual 1953 estimate 


Obligations 

Less prior year balance available 

Plus unobligated balance: Reappropriate 
quent year 


$501, 961, 058 | $2, 770, 458, 409 


$699. 636. 000 
0 33, 553, 409 533, 636, 000 


33 533, 636, 000 


A ppropri ition 


70. 541, 000 166, 000, 00F 


1 Funds were appropriated in 1952 under ‘ 


Salaries and expenses, Atomic Energy Comn 
applicable to ‘‘Plant and equipment 


ire shown in this table for comparative purposes 


LIQUIDATION OF CONTRACT AUTHORITY, ATOMIC ENERGY COMMISSION 


ligations 0 ( 


Cash to liquidate contract authority $340, 000, 000 $57, 000, 000 


Appropriation 


40, 000, OOO 57. 000. 000 


Funds were appropriated in 1952 under ‘Salaries and expenses, Atomic Energy Comn 


ipplicable to ‘‘Liquidation of contract authority’ are shown in this table for co 


iparativ 
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Obligational authority related to obligations and expenditures (excluding trust account 


PLANT AND EQUIPMENT, ATOMIC ENERGY COMMISSION 


1953 estimate 1954 estimate 


excluding working fund 


b3, 270, 541, 000 

ition 0 

ince available | 33, 553, 409 
from other Government agencies 0 


1 non-Federal source 0 
304, 094, 409 


lrans 
Yac} 


fers t I nment agencies 0 
Cash re 


juired iid prior-year contract authorization 0 


Total av ible for obligation 3, 304, 094, 409 

Less unobligated balar at end of year 
lo be carried forward in continuing accounts 533, 636, 000 
lo lapse upon closing of accounts } 0 
Total oblig iT neu i | 2,770, 458, 409 
Less collections treated as deductions from expenditures 0 


Net obligations for the year 2, 770, 458, 409 699, 
Obligations outstanding at start of year 724, 124,938 | 2, 407, 


Net obligations to be accounted for 3, 494, 583, 347 3, 107, 
Less obligations outstanding at end of year 2, 407, 471, 214 1, 640, 920. 


Net expenditures, general and special accounts (excluding working 
funds | 1,087, 112, 133 1, 466, 187, 


Working fund advances to other agencies: Unobligated balances available 0 


Net obligations for the year — | 0 | 
Obligations outstanding at start of year 14, 183, 978 14, 183, 97 


Net obligations to be accounted for 14, 183, 978 14, 183, 
Less obligations outstanding at end of year 14, 183, 978 | 14, 183 


Net expenditures, working funds ’ ‘ 0 


Net expenditures, general and special accounts (including working | 
funds) . tiated a " 1, 087, 112, 133 | 1, 466, 187, 000 


LIQUIDATION OF CONTRACT AUTHORITY, ATOMIC ENERGY COMMISSION 


General and special accounts (excluding working funds 
Current appropriatior | 
Presently available $57, 000, 000 
Contract authorization 0 
Unobligated balances available 0} 
Reimbursements from other Government agencies 0 
Payments available from non-Federal sources 0 


Total available 57, 000, 000 
Less 
rransfers to other Government agencies 0 


Cash required to liquidate prior year contract authorization 57, 000, 000 


Total available for obligation 
Less unobligated balances at end of year 
To be carried forward in continuing accounts 
To lapse upon closing of accounts 0 


Total obligations incurred 0 
Less collections treated as deductions from expenditures 0 


Net obligations for the year 0 
Obligations outstanding at start of year 57, 000, 000 


Net obligations to be accounted for 57, 000, 000 
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Obligational authority related to obligations and expenditures (excluding trust 
accounts) —Continued 


LIQUIDATION OF CONTRACT AUTHORITY, ATOMIC ENERGY COMMISSION—Con, 


Less obligations outsta 


Net expenditures 
na 


Net obligations for t 
Obligations outstandir 


Net obligatior to 
Le obligations outsta 


Net expenditures, working funds 


Net expenditures, general anc 


funds 7, 000, OO4 
Analysis of contract authority and cash re quire ltol quidate contract authority 


LIQUIDATION OF CONTRACT AUTHORITY, ATOMIC ENERGY COMMISSION 


actual 1953 estimate 


Prior year contract authority brought forward $397, 635, 623 $57, 000, 000 
Less deobligation of prior year contract authority 635, 623 0 


Net 7, 000, 000 57, 000, 000 


Less cash appropriated to liquidate contract authority ‘ 000, 000 7, 000, 000 


Total unfinanced contract authority at end of year 57, 000, 000 


1 Funds were appropriated in 1952 under “‘Salaries and expenses, Atomic Energy Commission.’” Amoun 
applicable to ‘‘Liquidation of contract authority”’ are shown on this table for comparative purposes 


Comparative statement of obligations by object class 


PLANT AND EQUIPMENT, ATOMIC ENERGY COMMISSION 


| | 
: : | | Increase or 
Object classification | 1952 actual 1953 estimate | 1954 estimate decrease ' 
| 1954 over 1953 


Equipment $37, 412, $27, 812, 409 $29, 616, 000 $1, 803. 591 
Lands and structures 464, 548, 742, 646, 000 670, 020, 000 | —2, 072, 626, 000 


Total obligations aa | 501, 961, 058 2, 770, 458, 409 | 699, 636, 000 | 2, 070, 822, 409 
' 
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EXPLANATION OF PROPOSED CHANGES IN APPROPRIATION LANGUAGE FOR PLANT 
AND EQUIPMENT 


Changes in the appropriation language for “Plant and equipment” for the fiscal 
year 1954 and the reasons therefor are as follows: 
1. Amendment to limitation on purchase of motor vehicles. This change prov ides 


for purchase of 526 passenger motor vehicles of which 426 are for replacement only. 
This compares with the limitation in fiscal year 1953 for purchase of 225 vehicles 
of which 165 were for replacement only. The replacement of 426 passenger 
motor vehicles of a total fleet of 2,914 is requested in fiscal year 1954, because these 
machines will no longer be economical to operate. The 100 additional vehicles 
are required for new construction and expansion of operations at locations through- 
out the country 

2. Amendment providing for hire of passenger motor vehicles.—To continue under 
this head the express authority to hire passenger motor vehicles which was 
contained in the supplemental appropriation act, 1953 

3. Amendments in connection with the t insfe ind reappropriation of unex pe nded 
balances.—To delete language pertaining to the transfer of unexpended balances 
from the appropriation for ‘‘Operating expenses”’ to this appropriation, which was 
required in the transition from single appropriation to multiple appropriation 
funding, and which js no longer required. To provide for the reappropriation of 
unexpended balances under this head as has been provided for the appropriation 
for “Operating expenses,”’ and to such appropriations under this head available 
until expended. 

4 Amendment in connection vith limitations on construction projects The 
provisions of the Commission’s 1953 appropriation under this head prohibit the 
start of any construction project for which an estimate was not included in the 
budget. This change would exempt projects for the alteration, improvement, or 
extension of existing technical and production facilities. It would not, however, 
exempt any such project which involved a new building costing in excess of 
3100,000. The necessity for this change arises from the fact that it is sometimes 
not possible to foresee, in time for inclusion in the budget, alterations and im- 
provements which may be indicated by technical changes or advancements and 
which will result in substantial increases in productivity or substantial reductions 
in cost 

5. Delete language for ‘Plant and equipment”’ included in the supplemental 
appropriation act, 1953. 


EXPLANATION OF PROPOSED CHANGES IN APPROPRIATION LANGUAGE FOR 
LIQUIDATION OF CONTRACT AUTHORITY 


The entire language is deleted since no appropriation for this purpose is being 
requested in fiscal year 1954. 


EXPLANATION OF PROPOSED CHANGES IN APPROPRIATION LANGUAGE DESIGNATED 
AS ADMINISTRATIVE PROVISIONS 


Changes proposed in the general AEC appropriation language designated as 
‘‘Administrative provisions” for the fiscal year 1954 and the reasons therefor are 
as follows: 

1. Amendment in fiscal year reference to initially finance the procurement of 
materials, etc., from any appropriation available to the AEC.—To continue in fiscal 
year 1954 the provisions as included in the 1953 appropriation act. 
~ 2. Reduction in contract authority —To delete language no longer required. 


Comparative summary of plant and equipment obligations by program 


1952 actual | 1953 estimate | 1954 estimate 


Obligations for facilities 
Raw material 58, 001 $1, , 000 105, 000 
Fissionable materials 281, 713, 723 |2, 624, 721, 000 533, 487, 000 
Weapons , 677 59, 873, 000 496, 000 
Reactor development , 711 42, , 000 32, 478, 000 
Physical research 3, 990, 380 , 203, 000 2, 430, 000 
Biology and medicine 3, 908, 399 4, 000 391, 000 
Community , 726, 980 §, 652, 000 5, 633, 000 
Administrative 5, § , 000 0 
Equipment not included in construction projects 37, 412, 2 27, 812, 409 29, 616, 000 


Total obligations for plant and equipment 501, 961,058 |2, 770, 458, 409 636, 000 
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SouRCE AND FIsstoNABLE MATERIALS 













Mr. Puituires. Probably for my own convenience as much as any- 
thing, I will ask a few questions in the order in which I have them, 
rather than an order which may correspond with the printed docu 
ment. 


URANIUM PRODUCTION 









First, about the production of uranium. You reported to us be 
fore on the recovery of uranium from sludge at Hanford. Will you 
tell us how you are getting along with that? 

Mr. Coox. The plant built for the recovery of uranium from sludge 
at Hanford is now in full operation, and the process is working out 
very well. 













PURCHASI 





OF URANIUM 














Mr. Prituirs. From the money angle, Mr. Dean, in the past your 
budget request had an item of more money than you expected to use 
for the purchase of uranium, in the hope you will be able to reach 
that figure. Is that right? 

Mr. Dean. We have not done that in fiscal 1954. 

Mr. Puiuures. You have no margin ? 

Mr. Dean. We have no margin in fiseal 1954. That is why I urge 
very strongly that none of that raw materials item be taken out. You 
never know in any given year, although you can give an estimate prior 
to the commencement of the year, how much ore is coming out of a 
given mine. We want to be able to buy in fiscal 1954 any uranium 
that comes out of any of the countries with which we have contracts. 
That is why a little margin is a good thing. It is like taking a gaso- 
line load across the Atlantic; you might run out 50 feet from the far 
shore. This we do not want todo. That is why I urge that there be 
no decrease in raw materials. 

Mr. Puiuures. I do not think we will argue very much with you on 
that point, but you have already testified that the uranium from the 
Shinkolowbe mines will not be such a dominant factor in your supply. 





























INCREASED 





PRICE DUE TO SPEED 












(Discussion off the record.) 

Mr. Pures. Our investigators raised a question about the speed 
of purchase, that the present “speed of the purchase program tends to 
increase the price because of the proper anxiety of the AEC to sign 
contracts and obtain delivery. Is there some other urgency that is 
increasing the cost of the ore ? 

Mr. Dean. I do not think you can relate our urgency to get the ore, 
to the increased cost, because these contracts have been made and they 
extend over a period of years. The increased cost of ore is due to the 
fact we are running into lower-grade deposits instead of the higher- 
grade deposits and that each succeeding year we get more. 

Mr. Pups. The investigators recommended no reduction of 
money on that account, but raised the point that the AEC was appar- 
ently so anxious to sign contracts and obtain delivery that the cost was 
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raised beyond what might have been the cost to this Government un- 
der other conditions. 

Mr. Dean. That is hard to evaluate. You have to sit with the rep- 
resentatives of these other countries for days and days and then de- 
termine whether we made a good deal or not. 


RECOVERY FROM SLUDGE 


Mr. Prius. You talked to us once before about Lake Ontario 
sludge recovery. Have you any money in this budget for that? 

Mr. Coox. No. 

Mr. Puiiirs. Have you taken that out? 

Mr. Cook. We had funds in the amount of $2 million in the 1953 
budget for the construction of a plant to recover many tons of sludge 
at Lake Ontario. That has been shifted from the 1953 budget to the 
1954 budget, and now it shows up in this budget. 

Mr. Puiurres. Did not we give you the money for that? 

Mr. Cook. Yes. 

Mr. Puiures. Where is it now ? 

Mr. Coox. It is in the decreases in the 1953 column and the increases 
in the 1954 column. 

Mr. Puiurrs. Technically, do we not have to reappropriate it if 
you want 1t again ¢ 

Mr. Cook. Yes. 

Mr. Puiures. Why do you have to have it? 

Mr. Coox. We feel that during the next several years, when feed 
material to operate our plants is tight, that the recovery of this mate- 
rial is essential and can be obtained at an economical cost. 

Mr. Dean. So far as the price goes, we can get that, after you have 
amortized the cost of your plant, at a price slightly less than we pay 
for what we buy from the Colorado plateau. This is a good invest- 
ment. 

Mr. Puimurpes. And this ore in no way depreciates in value? 

Mr. Dean. No. 

Mr. Pines. You spoke about amortization of the contract. I do 
not know why you have to write that off in a 5-year period. What is 
the necessity of writing that off in a 5-year per iod ? 

Mr. Boyer. It is essentially to recover a particular batch of ma- 
terial. It is limited to that particular amount that is available there. 

Mr. Pumps. There is a limit, but I still do not know why it has 
to be written off in a 5-year period. You mean when you complete 
this particular recovery that is exhausted ? 

Mr. Boyer. That is right; so you have to figure the cost of your 
plant in the time you use it to recover that particular batch. 


FREEZING OF DESIGNS 


Mr. Puiuirs. The investigating staff raises a question about freez 
ing your design. That is also a question which involves the one I have 
asked about the field of research. The question is whether this does 
not involve duplication and overlapping of effort. Then the investi 
gating staff comes to the question of speed requirements used as an 
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excuse for freezing of what amounts to, sometimes, premature plans. 
Why has that taken place? 

Mr. Dean. If 1 knew what facilities they were talking about it 
would be easier to answer the question. I know of 2 or 3 examples 
where speed was of the essence and where that is true. 

Mr. Puturrs. They give a specific case of the freezing of the first 
design for a particular new process. Two months later it was de- 
veloped that a small design change would result in more efficiency. 
Six months after that, experimental data showed again that an addi 
tional design change would result in a substantial increase in pro- 
duction. 

Mr. Dean. May I go off the record ? 

Mr. Puiiires. Yes. 

( Discussion off the record.) 

Mr. Puitures. If your first plant has provided the necessity for so 
frequent changes, why do you start in and spend these dollars for a 
second pli int which is like ly to go through the same changes? You 
are not any farther along than if you worked out your processes bet- 
ter before you built your second plant. 

Mr. Dean. Off the record. 

(Discussion off the record.) 

Mr. Puixirs. It seems to this committee that here are two groups 
inside the same organization working on pilot plants, and each one 
is expected to have the same efficiency, and it sounds to us like a 
duplication of money and manpower and ideas, and the committee 
thinks that you are attempting to move rapidly, but will not get to 
the goal any faster than if you delayed the second plant until you 
knew what you wanted, 

Mr. Dean. Off the record. 

(Discussion off the record.) 

Mr. Boyer. Mr. Phillips, initially we had nothing but a labora- 
tory process to work on. ‘There was no time for the engineering de- 
velopment. We are taking advantage at this time of studying the 
process so that the new plant will incorporate as many of the ideas 
as possible. You are correct that time is of the essence in this case. 

Mr. Smyru. Mr. Phillips, there is another point you made that I 
do not believe is answered. You made reference to pilot plants. 
The cost of research is small compared to the cost of a big plant, and 
( do not think it is fair to say that these are duplicating efforts. They 
are aimed at the same objectives. 

Mr. Puiuiries. Do you call them pilot plants? 

Mr. Smyru. Not the one that we are talking about, but the pilot 
plants on the new processes. You mentioned several new processes. 
The point is, until we freeze the design on the bigger plant, it would 
be foolish not to work on every promising idea we have that might 
lead us to the best possible process. 

Mr. Puiturrs. Are there any questions from members of the com 
mittee on the raw material production ? 


NEW ORE FIELDS 


Mr. Yates. I would like to ask a question. 
Mr. Dean has stated that there are new fields opening up in South 
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Africa, Alberta, Saskatchewan, and Australia. Do these compare 
with the Belgian Congo fields ? 

Mr. Dean. There is one that may compare as to tonnage of ore, but 
not from the standpoint of the degree of enrichment of the ore, and 
that is a discovery just made a few months ago, last winter, in Sas- 
katchewan on the shore of Lake Athabaska by LaBine, the man who 
made the original discovery in Canada. It is a very promising ore 
reserve, 

Mr. Yares. How does the cost of purchasing that ore compare with 
the cost of purchasing ore from the Belgian Congo fields, in terms of 
transportation and other factors ? 

Mr. Dean. Off the record. 

(Discussion off the record.) 

Mr. Puiuirs. In answer to Mr. Yates’ question, therefore, the val 
ues are not quite as widely spread as your first answer would indicate. 

Mr. Dean. When I quote so much per pound, I am talking about 
per pound of pure uranium oxide. 

Mr. Yarrs. That was the purpose of my question, to have a com- 
parison of costs. 

Mr. Dean. You have to relate it to the cost of production and the 
cost of hauling it out. 

Mr. Yares. My last question is this: What about substitutes for 
the uranium ore ¢ 

Mr. Dean. There is no substitute for the uranium ore. 

Mr. YATEs. Perhaps the question is wrong. Is there a substitute 
for uranium as a raw material for your processes ¢ 

Mr. Dean. That is what I understood you to mean. The only one 
is mostly in the future, and that is thorium. You put the thorium 
in a reactor and come out with U-233, which is a bomb material. 

Mr. Yares. This has not yet reached the stage where it is com- 
parable ¢ 

(Discussion off the record.) 


Reactor DEVELOPMENT 
AIRCRAFT REACTOR PROGRAM 


Mr. Puiturpes. You have reduced your requests and have postponed 
the work entirely on the aircraft reactor. What reduction did you 
make in the budget ? 

Dr. Harstrap. The total decrease in that program is $7,400,000. 


SHIP REACTOR PROGRAM 


Mr. Puiiurs. What about the large ship reactor / 

Dr. Harsrap. The decrease for ship reactor for the Navy is $16,- 
350,000 in operating costs for development. 

Mr. Purvis. Was that money in your budget or in the Navy 
budget ¢ 

Dr. Harsreap. Our budget. We were carrying the entire load. 

Mr. Pures. You will apparently lose something on the cancella- 
tion or termination charges on the program. 

Dr. Harsrap. We will, but we pick up and ask for money for pres- 
surized waterpower reactor of $7,900,000, which includes the cancella- 
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tion costs of $3,700,000 for those parts of the Navy program which 
we cannot use in the civilian power program. 


SUBMARINE REACTOR PROGRAM 


Mr. Puinuips. Is there any possibility of extending any of the 
work on the submarine reactor by spreading it over a longer period 
of time? 

Dr. Harsrap. We have already done that, and this to some extent 
has reduced our costs. The submarine reactors are continuing with no 
ehange so far as the Truman budget is concerned. 

Mr. Puiuures. You have $26.,750.000 for the next veal f 

Dr. Harsrap. That is correct. 


MAINTENANCE SHOPS——ARCO, IDAHO 


Mr. Privures. Let me talk to somebody about the maintenance shops 
at Arco. I have no doubt, from the comments upon them, that they 
were put up for a good reason at the start, but why are they being 
continued? I have this notation, that these are centralized mainte- 
nance shops at Arco, Idaho, ope ‘rated on a cost plus fixed-fee basis. 
They employ 380 people at an annual cost of $2,500,000, but appar 
ently provide services only to Phillips Petroleum Co. It is customary 
for the contractors to prov ide those services for themselves. 

Mr. Boyer. If you look at the Idaho test facility, the theory Is 
that that is the place to locate miscellaneous type reactors so that if 
something happened to them, it would not endanger the more thickly 
popul: ated sections of the country. There are certain central facili- 
ties now operating which will service these various units that come 
out there. We have a number of contracts. We have Phillips, West 
inghouse—— 

Mr. Puitiies. But the others do not use it / 

Mr. Borer. The Westinghouse people have some of their own facili 
ties there, and one or two other people, but we do have facilities that 
are operated directly under the Arco management. 

Mr. Putiutrs. If you were on this side of the table, do you think 
that would be sufficient argument for $2,500,000 ? 

Mr. Boyer. It costs money to maintain these very complicated 
facilities. 

Mr. Putiurres. Why do not those contractors do it for themselves? 

Mr. Borer. The danger there is, if you let each one build up, you 
will have duplication, and you will have times when one machine 
tool might be needed at another facility, and it is not being used by 
some specific contractor. Our desire is to avoid that. 

Mr. Putuutrs. The real fault lies with the fact we are dealing with 
a cost-plus contract. 

Mr. Boyer. That would be a part of the cost of the contract, irre- 
spective of other decisions. 

Mr. Dean. This is utilized by groups other than Phillips. They 
have a very heavy maintenance job out there. 

Mr. Burrows, They do the maintenance of vehicles and have a lot 
of general area work. You have a general fac ility there which re 
quires overall maintenance of the buildings and grounds, which these 
people do in addition to what they do for the specific contractors 

82490—53—pt. 1-26 
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Mr. Pumures. I remarked at the beginning that I was asking these 
questions in an order for my own convenience instead of the way they 
appeared in the printed record. 


PROCUREMENT OF SCIENTISTS 


How are you going to be able to get the best type of scientists with 
the broad increased demand for scientists in the Federal Government 4 
It is obvious to me you have been widening your research. You want 
to get the quic kest possible results, and you want that by putting varl- 
ous teams of scientists on the same subjec t. We underst: ind that. But 
there is an overlapping of work, I suspect, and that is necessary over- 
lapping. But you come to the continuing expanded program and the 
increased number of scientists, and I wonder if you are getting the 
type of sc ientists you want, or are we beginning to put out money for 
scientific work and not getting the type of scientists you want? 

Mr. Suyru. I do not think I entirely agree with that view or the 
type of research. I would like to talk about our general research 
program and its relation to the other programs. I feel perhaps we 
have never made this entirely clear to the committee. We have here 
in our whole program a technological situation that, as far as I know, 
is entirely unique, in that there is no practical experience in the field. 

If | may compare it to a historical development which is in complete 
contrast, I would choose the development of the steam locomotive. A 
steam locomotive involves fire, it involves steam, boiling water, and 
the motion of mechanical parts, and that is about all. All those ele- 
ments are familiar, more or less, to everybody. Everyone has had 
experience with fire, with boiling water, with steam, with levers and 
wheels, and that sort of thing. The problem of making a steam 
locomotive highly efficient is a difficult research problem, but making 
the first steam locomotive was an invention that could be made by 
practical men from their practical, everyday experience. 

Suppose I jump to our business, leaving out many examples I could 
give you of intermediate cases which involve both practical experience 
and scientific research. 

There is no such thing as practical experience with nuclear fission. 
When it was discovered in 1939, and when we came to the problem of 
putting it to work, one could not go out and pick up men that had 
practical experience in this field. There were not any. There is no 
such thing as practical experience in the field of nuclear fission. 

When we built the Hanford plant, the scientific people said there 
would be a great deal of heat generated, and it would have to be gotten 
rid of. It would seem that the business of getting heat out of a big 
block of graphite was a straightforward engineering problem and 
there would be hundreds of people who could design a cooling system 
that would carry that heat off. The fact of the matter was that 1f you 
called on engineers they would probably try steel pipe or copper pipe, 
and soon. The trouble was that none of those pipes could be used in 
the Hanford plant, because those materials had properties that would 
shut off the nuclear reaction. 

So we had to say, “Perhaps you can use aluminum.” That seemed 
all right, too. The engineers had some experience with aluminum. 
Then we had to say, “You have to watch out for corrosion, and you 
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have to watch out for corrosion in a field of intense nuclear radia- 
tion.” They had had no experience with the corrosion of aluminum 
under this particular set of circumstances. 

Mr. Puinuirs. I think this committee is in agreement with what you 
are saying, but I have a feeling you are arguing on our side. You 
nust have a very high quality of scientific research, and our concern is 
based on the fact we hear not only you but the National Science Foun- 
dation, which we thought was going to produce some coordination of 
scientific ability of this country, but has not vet done it; and we also, 

n that source and otherwise, feel that a great deal of money is being 
spent, possibly in the colleges, which in effect has become nothing more 
thana Federal subsidy to the colleges. Weare responsible for putting 
up some of that money, and do not want to do it. 

Let me suggest this as a possible subject for you to consider, and to 
answer the question, not now, but some months from now, or at the 
beginning of next year. Let me suggest that perhaps several members 
of this committee, and certainly the chairman, think that perhaps 
what we need is management in the research we are doing in the Gov- 
ernment. Maybe what you need is a general manager for your scien- 
tific research to see that you are getting the type of scientists you want. 
Scientists do not seem to like to ever say anything about each other’s 
work, and maybe somewhere in the National Science Foundation struc- 
ture we should set up a referee. I do not want to take up the time now, 
because there is really no controversy between us except we sit here 
year after year and see the research field broadening, and the amount 
of money expanding that we put into research, and no coordination. 

Mr. Smyrn. Let me make a few points. One is the point I was 
leading up to, that the basic research in nuclear physies leads to de- 
velopment work, and the reason we do it in the colleges is because it is 
the best place to do it. 

The second point is that in a new field like this you make the initial 
discoveries. They open up Many avenues you have to explore, and 
then eventually, after a period of years, the field narrows down. My 
impression is we are at the point now where the field is opening up. 

The third point is your question about men. ‘To that I would reply 
in this way: There have been a large number of young research men 
trained in the past 6 or 7 years, since the end of the war. Many of 
them are very able, so far as actually doing the work is concerned, and 
I do not feel that we have by any means reached the point of satura- 
tion where you could say it would be nice if we could find a good man 
to do this, but since we cannot, we must take what we can get. 

Mr. Puitiirs. How closely do you work with the National Science 
Foundation ? 

Mr. Smytu. The National Science Foundation in the past has sup- 
ported so little actual research, Mr. Phillips—been able to support so 
little actual research—that while we are in touch with them. we do not 
run into this question of overlap, or their program doing things we 
are doing. 

Dr. T. H. Jounson. I could give you some figures. In the National 
Science Foundation 20 men each year get nuclear physics degrees. 
Altogether about 220 nuclear physicists graduate each year. Fwo- 
hundred are a byproduct of the AEC physical research program, and 
here I include the joint AEC-ONR program; about 100 come out of 
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the joint program and 100 out of the AEC university program. The 
other 20 are from National Science Foundation fellowships. 


PuysicaAL RreskARCH 


Mr. Puiturs. How much is in the budget for physical research ? 

Dr. T. H. Jounson. $38,900,000. 

Mr. Puss. How much is spent directly, and how much for 
grants ¢ 

Mr. Tuomas. There is an item for research in medicine, too. 

Mr. Drax. Dr. Johnson was speaking only of physical research. 

Mr. McCarruy. We made a tabulation not long ago on total research 
and development costs, including physical research, biological and 
nuclear reactor development, weapons and weapon tests, and I think 
the total bill ran to $220 million out of a total of $900 million operating 
costs, 7 
Mr. Puitiirs. When you emphasize operating costs, are you sepa- 
rating that from grants 

Mr. McCarruy. Including grants. 

Mr. Patties. How much of that is grants / 

Mr. McCarrny. I think on the two programs, physical research and 
biology and medicine, it might run to about $20 million, representing 
contracts with universities and other research institutions, not at AEC 
installations. 

Mr. Puiiures. One hundred and eighty million you spend, and $200 
million you put out in grants 4 

Mr. McCarruy. Yes. I would like to correct that if I am wrong. 
That covers both basic and applied research under all our programs. 

Mr. Puiuirs. Can you separate that? 

Mr. McCarrny. I will on the record. 

(The information follows:) 


The $200 million total research and development costs breaks down between 
basis and applied-as follows: 


Basie research ____. $35, 000, 000 
Applied research . j sessed ection 165, 000, 000 


Total Dalat alla a ates __---.-- 200, 000, 000 

Mr. Putuirs. How many scientists employed by AEC are employed 
on research ¢ 

Mr. Smytru. That would be difficult to break down. 

Dr. T. H. Jounson. I can speak for physical research only. For 
nuclear physics alone there would be 640 men. 

Mr. Puituips. Dr. Hafstad, how many do you have? 

Dr. Harsrap. I do not have any I put in the category of basic 
research. 

Mr. Puiuurs. Mr. McCarthy, will you check that on the record too? 

Mr. McCarrny. Yes, sir. — 

(Information supplied for the record follows :) 


The 1954 budget provides for the employment of approximately 5,800 scientists 
in AEC laboratories. 


Mr. Tromas. Here are figures set out on pages 43 and 38 of the 
justifications. 
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Mr. Puimutpes. Did you put those pages in the record a moment ago, 
Mr. McCarthy ¢ 

Mr. McCarrny. I did not, but will be glad to. 

Mr. Putures. Put them in here. 

Mr. McCarrny. Yes, sir. 

(The information follows:) 


Ope rat ng ¢ osts 


PHYSICAL RESEARCH PROGRAM 


ir 195. 


mmary of oper 


otone 


stribution S800. 000 SA64, 000 16, OOO $600, 000 564, 000 


hysics researc 18, 100, 000 18, 445, 000) + 5, 000 20, 622. 000 205, 000 


(hemistry researe 14, 721, 000 14, 394. O00 7, OW) 16, 247, 000 654. 000 
Met#llurgy and n rials researct 4,567,000 4, 634, 000 +67, 000) 5. O76. 000 634. 000 
Mathematics and computations researct 100, 000 109, 000 500, 000 250, 000 


University training and cooperation 812, 000 763, 000 49, O00 503, 000 A503. 000 


Total operating cos 
research program 000. 38, 900, 000 


BIOLOGY MEDICINE PROGRAM 


Research and development 
Medicine research—cancer $2, 479, 000) $2, 479, 000 $9 000) $2, 974, 000 
Medicine research—general }, 726, O00) 6. 786, 000 000) 6. 993. 000 


Biological researct 000, 10, 861, 000 1, 276. 000) 11, 276, 000 
Biophysics research 000) 4, 360, 000 516, 000! 4, 616, 000 
University and special training 000 714, 000 000 706, 000 


Total operating costs, biology and 
medicine program 5, 2 25, 200, 000 °26, 565, 000 26, 565 


1 information deleted 
Brotocy AND MeEpIcIng 
CANCER RESEARCH 


Mr. Puituies. I want to talk about cancer research. 

Dr. Bueuer. This program has been in development since 1948. 

Mr, Purtiires. How much expansion have you had in the last few 
years on that ? 

Dr. Bucuer. The expansion which is represented this year is due 
to the completion of Argonne Laboratory in Chicago. 

Mr. Puittirs. That is the only one? 

Dr. Bucuer. Yes. 

Mr. Pures. There is a question of duplication of work done by 
outside agencies, and I wanted to ask a question about it. 

The Argonne Laboratory is ours, and that is supported directly 
by AEC? 

Dr. Bucuer. Yes, sir. 

Mr. Puinuies. And the money is spent by AEC ¢ 

Dr. Bueuerr. Yes, sir. 

Mr. Puiuirs. You have, then, in your operating budget approxi- 
mately $26 million. Was that reduced in the revised budget! 

Dr. Bucuer. No. That is still at the same level. 
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Mr. Puuturrs. Why should it not have been left at the level of 1953 ? 

Dr. Bucuer. Practically speaking, it is based on the actual opera- 
tions in 1953 with the additional increment of the Argonne Cance1 
Hospital, which, as I mentioned, is just now fully operative. 


ARGONNE HOSPITAL COST 


Mr. Puiturrs. How much will the Argonne Hospital cost us? 

Dr. Bucuer. The operation, we estimate, will be $1,250,000 in 
1954, and the remainder of the increase is associated with applied 
research in connection with the accelerated program. 

Mr. Puiturrs. Now I want to talk about community matters. 

Mr. Tuomas. Before you leave the research program, the record 
does not jibe with the tabulation. This program, according to the 
justifications here, costs in rough figures $65 million a year; the 
college-training programs under this cost $1.2 million a year. ‘One is 
about $500,000, and the other is about $702,000. 

Mr. McCarrny. Those are the training categories, 1 under the 
medical program, and 1 under physical research. There are also 
contracts let with universities. 

Mr. Tuomas. In addition to this? 

Mr. McCarruy. In addition to this; that is right. 

Mr. THomas. That is not for the training of students ¢ 

Mr. McCarruy. No, sir. 

Mr. Tuomas. We are talking about this same work that the Na- 
tional Science Foundation does, not scholarships and fellowships. 

Mr. McCarruy. That is right. 

Mr. Tuomas. They spend about $ $4 million, 

Mr. Puiuirs. We are trying to get one estimate here—and Mr. 
Thomas is correct—what the AEC is spending for research, and I 
think there should be included with this the grants to support 
fellowships. 

Mr. McCarriuy. The fellowship program of AEC is disappearing. 
It has dropped off from previous years, and there are now no funds 
for new fellowships. 


PARTICLE ACCELERATOR 


Mr. Corron. On research construction, you referred to this particle 
reactor or particle accelerator. Is that part of the research program ¢ 

Mr. Dean. That is part of the physical research program and should 
be listed under plant and equipment as a line item having to do with 
the particle accelerator program. Now, the figure which we have in 
here is $1 million under this revised estimate, and it would have to 
be recognized, very frankly, that this $1 million would not buy us, as 
a construction item, the type of accelerator we are talking about and 
that might go into our physical research program. 

Mr. Corron. Could you, either on or off the record, give us an idea 
of the importance of this? 

Dr. Smytu. The question of the particle accelerator brings us back 
to the question I was developing with Mr. Phillips awhile ago—the 
fact that as a new field for research opens up, it does open up widely, 
and there are a lot of things you need to explore. Now, we have been 
for 10 years wwe ally exploiting the fact that when a uranium nucleus 
splits apart it produces energy. In spite of the fact we have been 
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working for along time, we still know very little about why that 
particular nucleus splits apart and others do not. In other words, we 
know very little about the laws that govern the behavior and structure 
of nuclei of atoms. 

COSMIC RAY STUDTES 


In this period since the war we have begun to get some clues. The 
first that came was the study of cosmic rays. Cosmic rays are natural 
particles and radiations that come in from outside the earth with 
very great energy, and by studying them we have discovered there 
is a whole variety of particles smaller than nuclei, smaller than any 
thing we know. Most of them have short lifetimes and apparently 
are involved in the behavior of the nuclei, in the way in which they 
disintegrate, and so forth. We study those partic les of cosmic days. 
Since we have no control over cosmic rays either as to their intensity 
or quality, we have a very slow and laborious process. We would 
like very much to study these particles. We feel they would add 
greatly to our knowledge of the behavior of nuclei, and from that 
eventually it would probably lead us to practical results. 

We have built some machines which will enable us to study certain 
of these particles. They are actually formed as a result of the impact 
of the accelerated particles on targets in the machine. The meson 
you may have heard of. There are any number of mesons. I cannot 
keep them all straight, because I do not have much time for these 
scientific matters. But there are also particles we have not been able 
to produce artificially that have been observed in perhaps 3 or 4 
examples as cosmic rays. 

Mr. Corron. You are liable to get far over my head. 

Dr. Smyrn. I am sorry. 

Mr. Corron. I do not blame youa bit. But is it not a fact that this 
particular kind of basic research constitutes the real frontier in your 
particular field which might lead to the development of new weapons? 

Dr. Smyru. That is correct. 

Mr. Corron. And is it or is it not a fact that other nations abroad 
are perhaps already in this field ? 

Dr. Smyru. That is correct. 

Mr. Corron. Either on or off the record, do you know that to be 
true—whether there are or not—and, if so, to what extent? 

Dr. Smytu. I know it is true in the cosmic-ray field. Many of the 
basic discoveries in the cosmic-ray field since the war have been made 
in European laboratories. In the field of reproducing those same 
effects artificially, we at present hold the advantage because of the 
cosmotron at Brookhaven and the bevatron which is coming along at 
Berkeley. ‘There is now in process of organization a West European 
laboratory, and the scientific people in that laboratory plan to build a 
machine that will be more powerful than anything we now have. 

Mr. Corron. In your original budget, what did you have for it and 
what did you want to do w ith that amount of money ¢ 


ESTIMATES FOR ACCELERATOR PROGRAM 


Dr. Smytu. We put $5 million in the original budget. That was 
put in many months ago when some ideas for ‘building one of those big 
machines had just been brought forward, and with the usual over- 
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optimism about new ideas the thought was they were so good, perhaps, 
that it would be possible to build a bigger machine for $5 million. 
Further examination has shown that, although these ideas are good 
and will be very useful and will make it practically possible to build a 
big machine such as the West European laboratory wants to build, the 
cost will still be greater than $5 million to go to anything that would 
be worthwhile. And we do not know how much the cost will be, 
because that depends on how big a step forward you want to make. 

Mr. Corron. How much do you have in the budget now, and what 
do you intend to do with that? 

Dr. Smyru. It has now been reduced to $1 million, which will give 
us money to make further studies and possibly some model tests. It is 
difficult to guess how far along it will get us, but certainly it would 
not justify our we on a machine. 

Mr. Corron. Do | gather from what you say that it would cost 
so much to build one a those machines, as far as that part is con- 
cerned, that $1 million is as good as 85 million, because you could 
not build a machine with either? Is that correct or not? 

Dr. Smyru. I would say it depends on how far technology gets 
along in the next 12 months. It may well be that the people working 
on this thing will get to the point where they would like to test the 
components and would like to build models and where they could 
very properly, appropriately, and usefully spend more than $1 million. 

Mr. Corron. What, in your opinion, irrespective of any limitations 
that might be put on you because of the rules in the budget, is it 
necessary for you to have to do what you can practically do this yea 
in this particular field ? 

Mr. T. H. Jonnson. I have talked with the people at Brookhaven 
on that sort of thing during the last 2 days, and it is very clear now 
that an electron model of this machine must be first built, and $1 
million is about what is needed to build it. From that model, we can 
determine very clearly whether the larger machine will be possible 
and arrive at the effective engineering design of the larger machine. 
One million dollars is just about what is needed. 

Dr. Smyru. Just for the model. 

Mr. T. H. Jonnson. Yes. 

Mr. Dean. That would not, however, permit you to do other things 
that you might wish to do during the course of fiscal year 1954, and 
I am sure we are about to where we have a practical particle accelera- 
tor now. The discussion so far has been related simply to advancing 
work on a larger particle accelerator which may go to $15 million or 
$20 million. We have other worthwhile accelerator proposals be- 
fore us. 

Mr. Puiuairs. This committee is primarily interested in money. 
You asked $7.2 million for that. 

Dr. Smyru. For the particle accelerator. 

Mr. Prmurrs. That is not what it says here. 

Mr. Boyer. That isthe wrong one. It is page 116. 

Dr. Smyru. That is also a particle accelerator but is not the par- 
ticular one we are talking about. 

Mr. Putairs. For this particle accelerator you are talking about 
now, you are asking for $1 million instead of $5 million? 

Dr. Smytu. Yes, sir. 
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Mr. Puiuures. And that is a new item; that is the first time that 
item has appeared in our budget ¢ 

Dr. Smytu. Yes, sir. 

Mr. Puitires. Why do you say $5 million when there was no re 
quest in the original budget? You mean in the revision you had 
discussed a matter of $5 million, and it was decided to make a $1 
million request? We have had no request for $5 million. 

Mr. Dean. That was our request to the Bureau of the Budget 


COORDINATION OF RESEARCH 


Mr. Puiiiurres. Let me illustrate why we ask you about a matter 
like cancer or an item like that, which seems as if we should be spend 
ing all the money we possibly could on it. 

In the bill which comes out for the Health, Education, and W elfs ire 
Department at the present time, that Department is getting $17,887, 
000 for cancer research. 

Mr. Dean. I think it will be helpful if we could get into the record 
the precise place in our program where we touch cancer and where 
this is our program, because we are dealing for the most part with 
isotopes so far as cancer is concerned. 

Mr. Puiuires. I am inclined to think you could do a great deal 
more than some of the other agencies that are working on it. But 
we come back each time to the fact that we are putting up $7 million 
for what we think is a coordination of these activities and apparently 
are getting no results. 

Dr. Bueuer. We have two aspects of cancer that concern the Atomic 


Energy Commission in particular. One is the fact that we are deal 
ing with substances which are known or suspected to be active agents 
in causing cancer, particularly cancer of the lung and skin. That 
is one facet which is our field of special interest. 


FACILITIES AVATLABLE TO AEC FOR CANCER PROGRAM 


The second is that we have available to us such facilities as high 
energy accelerators and reactors and the production of isotopes of 
many different varieties which are immediately applicable and neces 
sary for the development and progress in the cancer treatment field. 
And those facilities are not available to any other group. Theres 
fore, we have defined our field of special interest, and our cancer 
program is exclusively dedicated to that rather restricted field. It 
does not conflict or over-lap with those programs sponsored elsewhere 
by other agencies of the Government. 

You have mentioned the need for coordination, which is a very real 
thing. We have recognized that for several years as an intent and 
desire, so that during these past years we have maintained very close 
relationships with other agencies, such as the Public Health Serv 
ice of the Federal Government and the National Cancer Institute 
and, as well, the scientific bodies concerned with cancer, so that we 
are familiar with all they do and they are acquainted with the proj- 
ects we have in operation, in order to insure that the whole thing 
goes together into a sound fabric. 

Mr. Yates. When you said you had a couple of agents that caused 
cancer of the skin and lungs, what did you mean ? 
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Dr. Bucuer. For one thing, we are dealing with such things as the 
breakdown products of uranium and radium which are in themselves 
capable of inciting cancer. One of them, radium, causes a particular 
type of cancer of the bone. But when we look at the industrial 
hazards of uranium mining, we find, for example, that in the Jouchim- 
sthal mines of Germany for many, many years lung cancer was the 
pe imary cause of death in those miners. We in this country are en- 

gaged in a wide extension of uranium mining on the Colorado plateau 
where there are unaccountable contamination levels which are similar 
to those previously measured in the German mines. Therefore, it is 
of concern to State health organizations, the United States Public 
Health Service, and to us to define those hazards and determine how 
to reduce them. 


COMMUNITY OPERATIONS 
COST OF COMMUNITY SERVICES 


Mr. Puiniirs. Now, on your community costs, which have inter- 
ested me for 6 years, as you well know, your costs still run higher 
than the costs of city communities which operate without a close 
contact with the Federal purse. For instance, Richland. Taking 
25 cities in the State of Washington, where Richland lies, Richland 
has the highest per-capita cost of fire protection, the highest police 
cost, the highest cost for parks, the highest cost for health and wel- 
fare, the second highest cost for libraries, the third highest cost for 
waste removal, and so on down the list to where you have only one 
cost that is more favorable than all the others, which is the supply 
of water and which is a logical thing to expect. 

I do not understand why, first of all, you feel you have to keep 
Richland as a Federal community. 1 cannot see why you have to 
operate on—I cannot use any other word but “extravagant”—the 
extravagant scale on which you operate now. 

If a renter-in one of your houses in Richland blows a fuse, why 

cannot he put it back; why do 3 or 4 people have to come out from 
the central office and walk into his house and one say “Yes; the fuse 
is blown,” and the second one is sent out to get a fuse to put in, and 
the third one puts it in? 

At Oak Ridge you had very much the same situation, if you remem- 
ber, and you corrected it—maybe after a few comments from this 
subcommittee. 

You have the same situation at Richland, and it seems to me you 
ought to dispose of Richland as a federally owned community and 
make it an ordinary, normal community in the State of Washington. 
It is outside your fence. Why do you not do that, Mr. Dean? 

Mr. Dean. We agree with you completely both as to Oak Ridge 
and Richland, but Los Alamos for the moment is in a separate cate- 
gory. We have spent many, many hours during the course of last 
year going over what turns out to be a very complicated deal—to 
turn these communities back to the people who live in them, including 
provisions for incorporation, sale of the homes, and all those ques- 
tions. We have submitted a plan to the Bureau of the Budget. It 





409 


looks to us like a workable plan. It will eventually come to Congress 
for the disposal of those two towns. 

Mr. Pururres. Could we expedite matters by taking some money 
for operation out of the budget ? 

Mr. Dean. I do not see how it would help us as long as we have the 
responsibility of running them. 

(Discussion off the record.) 

Mr. Puiuirs. I am going to give this to the reporter to put in 
the record. There is a comparison in the State of Washington between 
25 cities and Richland. 

(The matter above referred to is as follows:) 

COMMUNITY OPERATIONS CosT 
4 comparison of the Richland community costs per capita for fiscal vear 1953 


compared with the 1952 budgets for 25 other cities in the State of Washington 
follows: 


Richland Other Washington cities 


Standing 


Health and welfare 
Library 

Waste removal 
Sewerage 

Roads and streets 
Other 

General government 
Water 


Graded from No. 1 (the most expensive) to No. 26 (the least expensive 


Mr. Puitiies. Some of the items, of course, have to do with inspec- 
tion. I noticed this myself. I was in Richland last year, and I 
noticed some of these items I speak of, and it is a matter where, if 
someone has something wrong with his house, you have a team of 15 
inspectors that dash around and figure out whether that is what is 
the matter with his ouse and whether something ought to be done 
about it. 

I think, whether or not you sell, that is an area for the saving of 
money and actual efficiency ; but if I were you, I would go right ahead 
and sell Richland to the people living there, create a community, and 
let them own their houses and operate them. 

Mr. Dean. Mr. Shaw is here from Richland. 

Mr. Puiuures. What do you think, Mr. Shaw? 

Mr. Suaw. About selling the community ? 

Mr. Putuuitrs. Yes. 

Mr. Suaw. I think it would be a splendid idea. 

Mr. Puitiies. Why do not you do it, then? 

Mr. Suaw. The decision, I guess one would say, is not mine. But 
I would be very pleased to manage the selling. We are ready to do it. 

Mr. Pures. Until that time, why do not you operate as Los 
Alamos does, with servicemen with radio connections, and so forth, 
instead of sending all these people out in more or less squads to éach 
house ? 





410 


Mr. Suaw. We have a section on the maintenance of the houses. 
As you know, we have a staff for inspection. We discussed that when 
you were in Richland. It is set up; we have it. Apparently it has 
gotten rather maligned. 

Mr. Pxiurs. But it still exists? 

Mr. Suaw. We check on what we do. I think we do it in a pretty 
decent sort of fashion. I do not consider we are extravagant. 


RENTAL RULES FOR HOUSING 


Mr. Prius. How about the rental rates and charges for utilities 
at Los Alamos, Richland, Sandia, and Oak Ridge compared with some 
rentals and some charges for utilities in areas adjacent to them ¢ 

We ask about this every year, but we do not seem to get any changes. 
When you charge $13 for a dormitory and $15 for a single house, 
that seems low to us. 

Mr. Towne. The rental situation at each of our community opera- 
tion locations is this: At three of our operations—the Colorado opera- 
tion, the Sandia operation, and Los Alamos—the locations have not 
been under Federal rent control. The result has been that at Los 
Alamos, the largest of the three communities, adjustments in the rents 
have been made and adjustments in utility charges are being made 
which will raise those charges to comparability with charges for like 
accommodations and services in the surrounding towns. 

Mr. Puiures. I think that is admirable. But, frankly, is not that 
just about what you said a year ago? 

Mr. Towne. That is an actual accomplishment. 

Mr. Puiturs. That has been done? 

Mr. Towner. The rents have gone up. At Richland, Federal rent 
control was imposed in two ways: First, the area was recontrolled by 
the Office of Rent Stabilization under reactivation of the old area 
designation, and then within a month the area within which Rich- 
land was located was designated as a critical defense area. The effect 
of this was to freeze rents in Richland at the levels which prevailed 
at the time controls went into effect. This happened to come at a time 
when we had just announced to the tenants our intent to increase rents 
in Richland by a subsantial amount—about 40 percent. 

The utility charges in Richland were deemed and are still deemed to 
be about comparable with those in the surrounding area. In due 
course we petitioned for a rent increase to the Office of Rent Stabiliza- 
tion, and after the usual hearings and formalities required under their 
regulations, we were granted a 10 percent increase, which went into 
effect on January 1. We are protesting that increase as being insufli- 
cient, and our protest is now with the Washington office of rent stabili- 
zation. It was filed on April 30. 

Mr. Puitures. Then I think the committee will have to say you are 
making progress. 

Mr. Towne. At Oak Ridge, rent control was imposed by a redesig- 
nation of the old area. This had the effect 6f freezing rents at Oak 
Ridge at the level which had prevailed. This left us about 28 percent 
below what we felt the rents should be and still believe they can be 
under rent control. We have petitioned the local ORS office for a 
rent increase but, of course, due to circumstances which have arisen, 
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we have not received any action yet. However, we expect we will not 
be granted a modification of our present rents before the end of this 
fiscal year. The chances are not good that we will get an increase 
allowed. 

COST OF MANAGEMENT SERVICES AT OAK RIDGE 


Mr. Puituips. In the same way, this committee has asked each yeer 
-ince I have been on it about the management job at Oak Ridge, and I 
have here a little note from one of the investigators for the committee 
who points out that the following personnel at Oak Ridge are engaged 
in work which a capable town manager would ordinarily assume, and 
he lists salaries totaling $81,300. In addition, apparently the AEC, I 
take it, itself has 33 employees who supervise community operations 
at Oak Ridge and whose salaries are charged to community operations. 

I think it is about time for Oak Ridge to grow up. What do you 
think ? 

Mr. Towne. I do not know, of course, to what your staff member 
alluded, but I might point out it would be quite unusual for a city 
manager to be responsible for the management of some 8,000 or 9,000 
dwelling units plus the supervision of a substantial amount of com- 
mercial real estate. 

Mr. Puiurrs. I will agree; but you have quite an area in $81,000. 

Mr. Towne. The payroll referred to is, in fact, in large degree that 
of Management Services, Inc., which, as you recall, is a cost-plus-no- 
fee contractor. 

Mr. Prius. I will ask you—is it? 

Mr. Towne. Yes; Management Services being a nonprofit corpora- 

tion. 

Mr. Puiures. How much of the $81,000 are they getting? 

Mr. Towne. $27,300. The American Industrial Transport, which is 
a bus transportation operation, is a cost-plus-fixed-fee operation. 
That accounts for $12,000. That is $39,300. I presume the AEC 
payroll, which comprisés some 30 positions, covers the balance. 

Mr. Puuiirs. I will let the reporter have that and put it in the rec- 
ord. 

(The matter above referred to is as follows:) 

1. Office of Community Affairs (AEC) : innual salary 
Director $12, 000 
Assistant Director ; ‘ 10, 800 
City Management Division: 

Chief (city manager) - / 9, 600 
Assistant Chief ns ; : 9, 600 

2. Management Services, Inc. (nonprofit) : 

General manager twigs i = i ssid 4, 300 
Assistant general manager--__-~- ni , econ ‘ 3, 000 
3. American Industrial Transport, Inc. (CPFF) : Project manager 2,000 


Totari=3. ie heidi 2 tL alert _. 81,3800 

The AEC has 33 employees who supervise the community operations at Oak 
Ridge and whose salaries are charged to community operations. It would ap- 
pear to us that a considerable number of these employees could be eliminated as 


the contractor seems capable of handling the operation without nearly as much 
assistance, 
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BUS OPERATIONS 


Mr. Pues. Let us just say I still think—and I think the members 
of this committee agree—that it is about time a community of that 
kind began to act and operate as realist ically as possible. 

I think the same thing applies to transportation. In fiscal 1954, 
you are estimating losses in transportation at Argonne Laboratory of 
$39,700; at Hanford, $14,000; at Idaho, $306,900; at Oak Ridge, $138,- 
000; and at Sandia, $39,724, which makes a total of $ 538,324. And 
that does not include intraplant service for H: amen which will cost 
$1,290,000: Idaho, $310,000; Oak Ridge, $372,000, or a cost of an ad- 
ditional $1,972,000. 

Now, the question is why should you charge fares on those trans- 
portation lines which are less than are ch: irged by other transporta- 
tion lines when, so far as I have been able to determine, your em- 
ployees are perfectly capable of paying the same fares as are paid 
anywhere else? 

Mr. Towne. That part of the transportation systems that operates 
in the communities of Oak Ridge and Richland has fares that, accord- 
ing to our estimates, compare with those charged for similar services 
in other areas. 

Mr. Puiires. How about the $600,000 outside ? 

Mr. Towne. I am not prepared to comment on the fare charges 
outside the communities. 

Mr. Dean. That would cover several installations. 

Mr. Towne. I know. 

Mr. Boyer. I think when you consider the locations of some of these 
areas, such as the Idaho location, it is quite a distance from any settle- 
ments. And that is reasonably true of some of the others. But it 
may show up indirectly as a demand for higher pay, higher wages, 
in a number of those instances. 

Mr. Dean. I think, since we have not hs id this report, could we 
comment on those individually ¢ 

Mr. Pues. I think the simplest thing would be for me just to 
let the matter rest there and let you have a copy of this report as soon 
as possible. I said at the beginning I did not expect you would be 
familiar with all of these details. They are minor details, but when 
you add them up they amount to quite a little sum of money. And 
they are understandable things. We may not understand how you 
break down uranium into its component parts, but we can understand 
when you lose on cafeteria services when other Government operations 
do not, and when bus drivers drive out in the morning and sit around 
all day and wait to drive people back at night, and do not even take 
care of your own buses, when in other of your own plants they are used 
for other pur poses between morning and evening driv ing. 

Mr. Dean. It is pretty hard to respond to that, however. 

Mr. Putiies. Quite so, and I am not asking you to respond to it 
now. 

Mr. Dean. If we could identify the places, then we will have the 
staff work on the answers. 
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TEMPORARY HOUSING AT SAVANNAH RIVER 


Mr. Tuomas. Right along that line, Mr. Chairman, what about 
Savannah River? How much did they lose on it? Last year they 
told us they were going to have them all filled in the next 30 days. 

Mr. Dean. I will make a general answer. That comes up each 
time to plague us and embarrass us. 

We made a bad guess as to the number of people who would be em 
ployed when we reached the peak of construction at Savannah River. 
We never got going at Savannah River. According to our original 
estimate, at one time I think it was supposed to be about 42,000 or 
43,000 people. I do not think it has ever gone higher than 38,000. 

Mr. Towne. 38,500. 

Mr. Deane. That was one factor, and part of that was due to some- 
thing of a stretchout that was required because of the steel strike; 
and many other factors are involved. 

Another reason for the bad guess as to the number of construction 
workers was that we had an inordinately large number of married 
construction workers, which was far out of line with what we should 
have expected from previous construction experience. We had 
planned for a large number of single men, and that accounts for 
the dormitory bad guess. What the total dollar figure is, 1 will-have 
to break that out for you, Mr, Thomas. 

Mr. Towne. It is impossible, I think, to give the committee today 
a firm figure on how much it will cost to settle the dormitory con- 
tract, for this reason. Due to a dispute that arose between the con- 
tractor and the Commission over the interpretation of a termination 
clause in the contract, the case has gone into litigation and is in the 
courts in Columbia, 5. C., and the Justice De partment has undertaken 
the Government’s defense of the suit in connection with this litiga- 
tion. 

The contractor is claiming sums which, as I recall, total in the 
neighborhood of $3 million. 

Mr. Tuomas. You made the contract, did you not? Did you not 
sign it and instigate it? Was that not your brain child? And you 
were going to guarantee this contractor you were going to occupy 
so many units in so many days. Was that not your baby / 

Mr. Towner. My personal baby ? 

Mr. Tuomas. Yes. 

Mr. Towne. Mr. Thomas, that is not correct. 

Mr. Tromas. You are a landscape engineer, I believe, by profes- 
sion, are you not? 

Mr. Towne. That was many years ago. I have been in the Govern- 
ment for 19 years on emergency housing work. 

Mr. Tuomas. And now you are spending money as a contractor. 
How much have you cost the Government at that project this year? 

Mr. Towne. If I may briefly dwell on the other parts of our tempo- 
rary housing 

Mr. Tuomas. No. We are just talking about this one now. 

Mr. Towne (continuing). The trailer contract, as distinct from 
the dormitory contract, has proved to be very successful from. our 
operating viewpoint to date. 

Mr. Dean. What is the occupancy for that ? 
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Mr. Towner. Our occupancy has been dropping since October, but 
you may recall we hit our peak employment for the Savannah River 
project in August of 1952, and our employment dropped from there 
on rather rapidly, so that by October employment had dropped from 
38.500 down to around 36.500, 

Mr. THomas. Well, you never did fill up your dormitories even as 
much as 20 percent of what you had estimated. 

Mr. Towne. Right. But we filled the trailers, and they became 
full as fast as they came in and remained full until October. 

Mr. Tuomas. What was the rent of the trailers—$68 under the 
contract ¢ 

Mr. Towne. No. The contract provision was we would guarantee 
$82.50 a month. The Office of Rent Stabilization required us to put a 
ceiling of $60 a month, which put us in the business of paying a rent 
subsidy to the occupants of $22.50. We protested this, but were just 
recently advised by the Office of Rent Stabilization that they no longer 
had jurisdiction. 

Mr. Tuomas. How much did the trailer contract cost the taxpayers 
over and above what it should have at the same time that the housing 
people had some deal with the same company up in Philadelphia at 
about $45 or $50 a month / 

Mr. Towne. I am not familiar with that, but I cannot believe any 
private operator could afford to rent trailers for a period of 12 months 
or so and come out whole at anything like $50 or $60 a month. In 
fact, it is a little puzzling to me how he might come out whole at $82.50. 

Mr. Puiuirs. I think there was something in the record about a 
very marked difference between Philadelphia and South Carolina. 

We will continue the hearings which were recessed this morning 
and I will continue if I may the rather unrelated questioning which 
I have been carrying on—taking up a few items here before I get back 
to the regular budget request. 


ATOMIC POWERPLANT ABROAD 


Here is an item from the Star of November 30 of last year which 
says that Dr. Smyth says we are going to build a huge atomic power- 
plant abroad. How much money have you in the ‘budget for that, 
Dr. Smyth ¢ 

Dr. Smyru. None, Mr. Phillips. 

Mr. Puruuirs. That answers that question. 

Dr. Smytu. Do you want me to go into the history of that quota- 
tion, Mr. Phillips? 

Mr. Puumurs. Dr. Smyth, you do not ever have to tell a man in 
public life how anything like that happens. 

There has been one statement that we are going to have cheap elec- 
tric power but there has not been any prediction as to how soon. 

Would you care to make a statement as to how soon that is going 
to come about 4 

Dr. Hafstad, how soon are we going to have this cheap electric 
power ¢ 

Dr. Harsrap. Within a decade, we hope. 

Mr. Puts. I would like to finish up the questioning which I 
started before lunch on the Oak Ridge project. 
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DISPOSAL OF RLCIILAND AND OAK RIDGI 


We were talking this morning about the disposal of eelipreey: and 

lak Ridge. If they are going to be disposed of is there an y real intent 
on your part and any assurance on your part that you are going to 
be able to dispose of those on some formula wiithie the near future, and 
if so, why do you want to put $3,724,000 into community improve 
ments? It seems to me that this committee coul l very properly take 
that out if you | vlan to dispose of Oak Rid re and Richland. 

Mr. Boyer. We think, Mr. Phillips, one thing to keep in mind in 
any program such as disposal of Oak Ridge or Richlar ad is to turn 
this over to the citizens, so to speak, before they have gotten their 
normal governmental facilities in operation, you should turn over to 
them an operable plant capable of doing the things that are expected 
of the community. These are repalrs al di some lNnprovement 3s we con 
sider necessary for the continued operations of the community. 
whether it is done 1 vy us or by the citizens. 

Mr. Putiuips. Certainly, Mr. Boyer, you do not mean to say with 
all the money we have put in up there that you do not have an « pel 
able plant? And, when people buy houses they usually expect to 
have to do something thems elves to th ose houses 

Mr. Boyer. That is right. I am not sure that I know the specific 
amount you are referring to. 

Mr. Puiwirs. Perhaps I should ask Mr. McCarthy if these amount 
are still in the budget ? 

Mr. McCartuiy. They are still in here. 

Mr. Puinurs. The amount for Richland is $1,543,000 and for 
Oak Ridge, $2,181,000. 

Mr. McCartiy. Those have been reduced to $1,263,000 and $800,000 
for Oak Ridge. That is to cover roads and streets, and other mis 
cellaneous improvements. 

Mr. Pritiivs. That is getting it down some and I believe we « 
help further. Where are you vetting your assessed vali ations (re 
you using competent and experienced assessors to set the values on 
your property? What I am trying to find out is what you are really 
doing to dispose of these properties, instead of talk about it? 

Mr. Dean. We have formulated an entire plan for that purpose. 

Mr. Puituies. Have you had an appraisal made? 

Mr. Dran. Yes, sir, we have had an asSessment. 

Mr. Pines. Were they competent ap praisers ¢ 

Mr. Saririz. We used members of the Knoxville Realty Board 

Mr. Piawirs. What did you use or whom did you use at 
land @ 

Mr. Suaw. The firm of Barrett & Wheeler, who are regular 
estate appraisers. 

Mr. Puuszsrrs. How much do you expect to realize from the trans 
action ? Is the fieure of $40 million about what you expect at Rich 
land ? 

Mr. Suaw. Yes, sir, a little less than $40 million. 

Mr. Puitures. Over how many years? 

Mr. Saw. It depends entirely upon the legislation passed to 
complish it. 

Mr. Piturrs. I presume you had some basis for this program. 
believe it was stated they would be sold on a 40-year basis. 
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Mr. Suaw. The terms of the sale would be rather normal. We 
would make a sale now and the individual would make his down 
payment and would finance the balance of it through ordinary financ 
ing. So, presumably, the Government would get most of that money 
back in the early months, or at least the first year or two under the 
disposal program. The rest would be carried on FHA guaranteed 
loans. 

Mr. Putiures. On the other items, community property and com- 
munity facilities, I presume you would write them off at a fairly low 
valuation ¢ 

Mr. Suaw. We assumed in our Richland operations we would dedi- 
cate the community plant to the new community. That is, the roads 
and streets and the utilities and the municipal part of it. 


HOUSING COSTS FOR LOS ALAMOS 


Mr. Pues. I think it would be cheaper for you if you did. 

For instance, at Los Alamos you are planning to build 180 units 
of housing up there, according to the record in the justifications, and 
you are asking for $3,300,000. Has that been danaed any, Mr. 
McCarthy ? 

Mr. McCarrny. Yes, sir; that has been reduced by $1,100,000. 

Mr. Pures. That is good and I will show you why. The average 
price per house was going r to be $15,900 for a 2-bedroom house ; $12,200 
to $20,100 for a 3- and 4-bedroom house and that does not include the 
land and some of the other aspects of the matter. 

Mr. Dean. Los Alamos is a very expensive place to build, Mr. 
Phillips. As you know, Los Alamos is very isolated. 

Mr. Pures. But even at that you mean to say you are going to pay 
$20,000 for a 4-bedroom house ? 

Mr. Di Luzio. The construction cost would be about 125 percent of 
normal construtction cost at Albuquerque or Santa Fe. 

Mr. Puiurs. That is construction only and does not include the 
land ? 

Mr. Di Luzio. No, sir; this is without the land. 

Mr. Pures. In other words, you say at Albuquerque that housing 
would cost $16,080 ? 

Mr. D1 Luzio. Yes, sir. The figures that we used in the forecast of 
our estimates are based on actual experience in the last four groups of 
houses. 

Mr. Puiiuirs. What is the square footage of the house? 

Mr. D1 I. uzi0o. They run from 900 to 1,215 square feet; 900 square 
feet for a 2-bedroom house, 1,075 for a 3-bedroom and 1,215 square 
feet for a 4-bedroom house. 

Mr. Puitures. If you divide 1,215 square feet into $16,080 you 
come up with a figure of $11 per square foot. Do you not think that 
is expensive ? 

Mr. Di Luzio. Our experience has been that other houses have gone 
as high as $13 per square foot. The last group we built cost us $12 a 
square foot, and in these we estimate $11 because we will take out some 
of features in the new housing which we had in the last housing 
we built. 
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Mr. Pritts. According to our investigators the price range at Al- 
uquerque and Santa Fe for 3-bedroom houses dene not go up into 
anything like that. 

Mr. Dr Luzio. There are some units at Santa Fe and Albuquerque 
that are built of concrete slab construction—prefab slab construction— 

ut the architect engineers tell us that is not the type of house we 
in build at Los Alamos, because we have there a very wide range in 
temperature. We have a range of 60 degrees in 1 day, which means 
we will have to insulate the interior of the walls to take care of t! 
variation of te mpe nee and another problem is that the testing pro- 
rram actually does shock the mesa and even the concrete block houses, 
which are cheaper than the frame houses, will crack. 

Mr. Priuurps. I am will ig to accept your statement, but I think 
vou are overdoing it because the price of $1! 5.900 at Los Alamos com- 
pares with about $8.000 at Albuquerque and $8,600 at Santa Fe. 

Mr. Di Luzio. J doubt if it is the same house. 

Mr. Puiiprs. That should be explored. In the meantime, you 

ave already taken off $1,100,000 which is all our investigators thought 
you ought to take off. ‘ 

Mr. McCartury. Mr. Chairman, that was reduced by $1,300,000. 
want to correct that. 

Mr. Putuirs. Then, you beat our investigators. Any time you do 
that you should get special commendation. 


REDUCTION LN MANPOWER DUE TO IMPROVED PROCESSES 


Mr. Corron. It was called to my attention down at Oak Ridge that, 
due to the fact of the inproved processes of machinery, they are pro 


ducing now with much less personnel ; is that correct ¢ 

Mr. Dean. Yes, sir 

Mr. Corvon. They are performing the work with 7,000 people when 
20,000 were required earlier in the process. 

Mr. Sapirie. There were 11,700 in K-25 and we now have 6,000 in 
that plant, but only 3,800 are on the production operation. 

Mr. Corron. It occurred to me earlier when you were talking with 
Mr. Thomas in regard to the problems you had in housing and in not 
filling the facilities that you had pl: unned, that was one reason that 
you have not had as many people at ‘S avannah River, for instance, as at 
other places as you thought you had provided for and the fact that 
improved production and machinery puts out the same production 
with less personnel. 

Mr. Dean. The situation at Savannah River is quite different from 
the housing situation at any of the estal blished localities. At Savan 
nah River we were talking about temporary housing, and that is where 
we guessed wrong—for construction workers only, not for permanent 
housing for operating personnel. 

Mr. Corron. When you are building housing for operating person 
nel, it does not go vacant f 


Mr. Dran. No. S 
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OF AUTOMOTIVE FOULPMENT 


Mr. Pinuuies. I shall get off now from housing to automobiles and 
buses. You are next year asking for 126 additional automobile 
Ww Vhy do you not get more mileage out of those you have? You have 

7 buses at Hanford and the average mileage runs about 14,000 miles 
a pela The average mileage at Idaho was 46,000 miles, and the aver 
age mileage at Oak Ridge was 19,000 miles and in these locations you 
maintain a mixed group of makes of automobiles. Would it not be 
cheaper to repair and maintain those vehicles to have more automo 
biles of the same type and same make ? 

Mr. Dean. I think we had better take those up individually. 

Mr. Suaw. I think this question in regard to the buses occurs wher 

large number ot these buses are construction buses, a] hich Ct 
we have the operator of the bus drive a bus to work with a load 
men and then work the rest of the day In that area. He then takes tl 

us back again 1n the afternoon with a load of men so that it only 

makes one round trip a day with a load of construction men. We 
determined it would be much more economical to do that than try 
to have the operator double haul 

Mr. Puiuuies. A review of the automobile request is as follows 
The purchase of motor vehicles under the review would be changed 
from not to exceed 597, of which 449 shall be replacement to not to 
exceed 526, of which 426 shall be re p rlacement only. 

My thought is rather to put these things down on the record and 
then let you work on them eventually and see if you cannot make some 
economies. You realize I am in a field that I have expressed an 
interest In many times before. 


OFFICE FURNITURE AND MACHINES 


Mr. Putures. In your office furniture and machines, when did you 
last mi: es an inve ntory of that type of material owned by the Atomie 
fSnergy Commission and contractors ? Do you ever take an inventory 
<0 you can get the best usage out of all this rather expensive type of 
equipment and move it from place to place / 

Mr. Buocn. An inventory of office furniture and equipment is taken 
annually. 

Mr. Puruirs. Does that include your electric machines ¢ 

Mr. Birocn. Yes. Sometimes an inventory is taken more frequently 
in order to flush out certain equipment which might be available for 
utilization elsewhere. 

Mr. Puiwrmrs. On how many occasions do you find you can move 
that equipment from one location to another? 

Mr. Buocu. I know that a considerable amount of this equipment 
was transferred within the Atomic Energy Commission in the initia 
tion of the expansion program and the staffing of our construction 
field offices. I do not have the figures on the exact quantity. 

Mr. Dean. When we start at the Paducah plant, which is a new 
one, or the Portsmouth plant, we make a survey of all the field oper 
Sesehiee to find out what equipment is available. 
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Mr. Buocu. Ow survey of majo. equipment and this type of equip 
ent is very frequent in order to determine what is surplu 
ve utilized. 

Mr. Puisiirs. We realize that, but at the same time 

tatistics and you cannot always apply statistics to the spe 
tanees. Where you are getting less than 600 miles a month on a lot 
of your cars it is hard to justify a request for 452 additions and 9 
eplacements for the year, which I presume, of course, is modified by 
the new request ¢ 

Mr. Dean. That 600-mile-figure pel month, is that for any pa 


ular site? 


Mr. Puiuiuirs. No: that is an average period: out of 425 operating 
| 


ehicles, half of them were driven less than 600 miles a month and I 


] 


ked the Investigators to look into the number of pools of cars you 
ave. Why not have fewer pools of cars and operate them all to the 
oreatest efhiciency’ Is that up to each individual manager of eac! 
int ¢ , . 

Mr. Buocn. Our overall fleet mileage for fiscal 1952 was arom 
0.000 miles for all vehicles. on an average. I am not familiar wi 
the particular vehicle. 

Mr. Pritusirs. I can only take it from statistics, Mr. Bloch, but at 
Oak Ridge—carbide and carbon section—there are 3 separate groups 
of cars, 1 for each major program area and the number of miles at 
K-25 is 1,898: at Y-12, 981: and X-10.557. If you would just dis 
tribute your cars, this committee thinks you could reduce the next 
budget by $100,000, and you could ask for 50 percent less cars. These 
figures are purely statistical. We have not seen the cars in operation, 
Mr. Bloch, nor do I think these are major items where you are dealing 

millions. You probably think these are small suggestions, but we 
have discovered if we watch them they add up to quite an amount of 
money. 

Mr. Drawn. I think we will have to make an analysis for you and 
nsert it in the record as to w hy, at X—10, the mileage is 557 as against 
1,398 in the K area. 

Mr. Puriurres. I think that is a good idea, and also check to see 
whether that could be due to a small pool rather than a larger pool. 

(The analysis referred to follows :) 


The three groups of automobiles operated by the Carbide & Carbon Chemi 
Co. at Oak Ridge have been set up at each of the plants, K-25, Y-12, and X—10 
enerally for intraplant transportation of technical, scientific, and supervisory 
personnel. The plants are geographically distinct and separate units, situated 
na triangle and an average of 8 miles apart. 

The average mileage on vehicles used at X-10, a research plant, could reaso1 
ibly be expected to be smaller than those headquartered at K-25, a production 
plant, since X-10, while large enough to require vehicles for efficient transpor 
ation between experiments within the plant, is considerably smaller. Evalua 
tion of the utilization of vehicles at X-—10, in terms of average miles operated 
per month or otherwise, must be balanced against the contribution made by such 
vehicles to the effective utilization of highly skilled personnel engaged in research 
essential to the AEC program. Continued study directed toward maximum 
utilization of vehicles will be made at these plants and action taken where greater 
overall efficiency and economy appear possible 
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ProGraM DtrrRecTion AND ADMINISTRATION 
NUMBER OF SMALL ORGANIZATIONAL UNTTS 


Mr. Puitiirs. Now, find out why you have so many units in your 
organization and then break it down in one. In one of your locations 
you have about 60 little units of clerical and managerial force and 
with ever y one of them completely staffed so that instead of using 
the human pool—the stenographic pools and others—to the most effec- 
tive use you have a very much higher percentage than any other 
business I have ever been familiar with. 

Mr. Dean. Which site is this, Mr. Phillips? 

Mr. Pures. It is just a general statement which I have in this 
memorandum. But it is what I call organizational units. I do not 
know what you call them, but every one of these little organizational 
units has its own chief and stenographic help. In a general business 
program that is what you try to get away from. 

Here I have your figures for Oak Ridge, Portsmouth, Paducah, 
Dayton, and your total personnel in the operations office of those 
4 locations is 889 pe oP le in 94 organizational units. You have at Oak 
Ridge 685 people, broken down into 60 organizational units. That 
is an average of about 10 people in a unit. You have at Oak Ridge 
211 stenographers and typists, or a ratio of 1 for every 214 persons. 
At Dayton it runs about 1 to every 314 pe ople, and at Slavanns ah, Wil- 
mington, and Dana you have 321 people for 73 organizational units. 
You have a ratio of 1 to each 3% persons. I have no thought in giving 
you these figures that you are going to give me an answer now. I 


am suggesting to you that there are areas within the broad policy of 
making a bomb t hat you should not overlook in savings of a few thou- 
sand doll: irs in the internal organization of the Atomic Energy Com- 
mission. Weare merely suggesting them as areas for you to look into. 


COMMUNICATION SERVICES 


I think the same thing applies to some of your telephone calls which 
I had one of the investigators look into. You have a direct line from 
Washington to Oak Ridge, I think it is; is it not? 

Mr. McCarrny. Yes, : sir. 

Mr. Puiuirs. If you have a direct line, why do you have $10,000 in 
toll calls? 

Mr. Boyer. I think that charge is for the line to Oak Ridge. 

Mr. Puuies. This is outside of the cost of the line. 

Mr. Dean. I am not sure about that. 

Mr. Puiurrs. You pay $14,295 for a leased line to Oak Ridge, and 
in addition to that you pay $10,000 for toll calls. 

Mr. Borer. To Oak Ridge? 

Mr. Puiuuirs. Yes, sir. 

Mr. Saprriez. A second leased line has had to be installed between 
Washington and Oak Ridge. 

Mr. Puitures. You mean you have two lines ? 

Mr. Saris. Yes, sir; that is right, and that will reduce the amount 
of toll calls. An analysis was made and it was found, because of the 
expansion program, that our telephone contact with Washington has 
increased to the place where it takes a second leased line. 





Mr. Dean. I know from personal experience that traffic is very 
heavy on these toll or direct wires and frequently when I am in New 
York and try to put a call through to Washington I have to wait a 
half hour and sometimes an hour before I get the call through. 

Mr. Puituies. Is that on your own line? 

Mr. Dean. Yes, sir. 

Mr. Puitires. That is probably the answer to it. During the first 
6 months of the current fiscal year in addition to your leased line you 
spent. $50,000 for toll calls. There were 800 ¢ ‘alls ranging from 21 to 
93 minutes a call. 

Mr. Dean. Well, it is pretty important business with which we deal. 

Mr. Puitiis. Would you have talked that long if you had been 
paving the bill? 

Mr. Dran. I am a very brief talker myself, on the telephone. I 
think we can get you some figures on the traffic question. I think 
that is going to be the answer. 

Mr. Primus. I do not think I am so much concerned about your 
trying to answer these matters now. I think we should have them 
in the record, although what we would be more interested in is having 
you take these findings and see if there is any justice in the comments 
and if there are any areas in which you could make economies. 

Mr. Dean. Yes, sir. We will certainly do that. 


SAN FRANCISCO OFFICE 


Mr. Puiures. I have always wondered why you have a San Fran- 
cisco office, when all the work is done over at Berkeley and Livermore. 
Rents are much higher in San Francisco than they are elsewhere. 
You have $1,226,582 classified as rents, utilities, and maintenance of 
buildings. 

Mr. Dean. The San Francisco office was the subject of much dis- 
cussion. Actually, it has been cut down in size recently. It has not 
only the Berkeley Radiation Laboratory under it, but also the Cali- 
fornia research and development group. It also has the Whitney 
project at Livermore under it and it has several research contracts, 
such as those at UCLA, Stanford, and North American Aircraft. 

Mr. Puituires. I am not denying you need all that, but some of these 
places are a long way from San Francisco. Berkeley, of course, is 
across the bay, and Livermore is 25 miles down in the country. You 
are paying $251,000 for the upkeep of the San Francisco office. The 
rent is $97,000. You mean to tell me you could not get nearer to 
your laboratory which you are so concerned about and get rent for 
jess than $97,000 rather than at San Francisco? 

Mr. Burrows. They have been negotiating with the Public Build- 
ings Administration to get space at Oakland, but they have not been 
able to secure space up to the present time. 

Mr. Pinups. I think this about this agency, and I think it about 
a good many others, that the office originally is set up where you can 
get. office space quickly under conditions which existed at that time, 

and I think it is a question of inertia which keeps these offices not 

only for you, but for other agencies where they were first placed. 
I am inclined to think with a little needling of our friend: Mr. 
Reynolds—if that is what you have to do—you can find yourself 
office space that is not only cheaper, but nearer the laboratory. 
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Mr. Dran. We are trying to do that. We much prefer Oaklan 
because we would be on the east side of the bay and close to bear. 
more and also closer to the radiation laboratory. 


EXHIBIT AT OAK RIDGI 


Mr. Puituirs. At Oak Ridge I am very intrigued by this exhibit 
that you have down there that costs $145,000 a year. Who looks at 
that at Oak Ridge? If you are going to have a $145,000 exhibit why 
do you not bring it up here to Washington / 

Mr. Dean. We do. We take it on the road— parts of it. 

Mr. Puriirs. You have 2 mobile ones that you show around the 
country, as well as the fixed one, and the total cost is $141,000. 

Mr. Dean. We have had quite a reaction to that exhibit down 
there. It is the only place where the people can go to view our pro 
ovTralm. 

Mr. Puitures. You are getting one reaction today. 

Mr. Dean. If I may conc lude my statement, it 1s the only place In 
this program where we have anything really on exhibit for the pub- 
lic to see, and I think that is rather unusual. You have many places 
where people can see the operations of a Government agency ; for in- 
stance, the FBI headquarters. People can see exhibits “and shoot off 
guns and so on. Many agencies of Government have exhibits, and 
yet here is one of the most important agencies of Government with 
no place for the people to go to view the program. I have always 
felt badly about the fact that we did not set up something in the main 
lobby of our own building here in Washington. 

Mr. Pnuinurres. That is what I am talking about. 

Mr. Dean. We wanted to put one in the Smithsonian, but we were 
afraid of the criticism which we might get. 

Mr. Puitirs. That $140,000 includes your mobile units? 

Mr. Dran. Yes, sir. Those have been on the road, Mr. Phillips. 

Mr. Puitiims. Why is not that more sensible than a fixed unit, or 
why do you not bring your unit up here where people can see it? 

Mr. Dean. I would rather see it in Washington. I would like to 
see a decent exhibit over here in the Smithsonian or the National 
Museum because I think more people come to Washington than go 
to our installations. 


REPORTS SUBMITTED TO WASHINGTON 


Mr. Puiuures. I would like to tell the members of the subcom- 
mittee what happens when we make any comment. during the course 
of our hearings on something that is costing a little too much money. 
A few years back, or rather last year we criticized your program of 
paying plumbers so much a day. 

Mr. Dean. That was at the Las Vegas site, I believe. 

Mr. Puiurrs. Yes. 

Mr. Dean. The Atomic Energy Commission since has issued a no- 
tice from which I now quote: 

In view of recent disclosures of excessive overtime employment at certain 
AEC construction projects it is deemed necessary that overtime employment 
be more rigidly controlled. Effective immediately, managers of operations shall 
take appropriate steps to eliminate excessive overtime, and in no event shall 
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inv individual be worked more than 8 hours in excess of the current normal 
orkweek by any CPFF contractor without the prior consent of the manager 
f operations or his designated AEC representative who shall secure for record 
lequate justification to support such consent Instances of real emergencies 

are exempt from this requirement although such instances will also be reported 
the AEC representative. Any extension of the current normal workweek 
hereby subject to the approval of the appropriate Washington program division 
rector 

Mr. Puinuirs. I think we would have saved a lot of money 
wl never mentioned the plumber situation. 

Mr. Dean. I think so, too. 

Mr. Puivurps. As it is now all the local managers have to report 
ill overtime down to Washington, and there is no evidence in the 
Washington oflice that anyone does anything with the reports that 
ome down here. 

Mr. Dean. That is not true, Mr. Phillips. We have had a good 

inv reviews on overtime at each one of our ) wes, As a matter of 
> 


t when we went to a 54-hour workweek at Savannah River, it was 


ubject of a very long Commission paper and involved many 


de the 
urs of « ‘liberation. 
Mr. PHILuirs. ‘I he Washington oflice pel onnel, according to th Ss 
emorandum, do not seem to know how many reports are actually 
being furnished by the contractors to the field office and t] | 


ne nubhiber 
he contractor for their own use and they do not know 


] 
I 


| repared by { 
ow many reports are prepared by the field office for their own use 
ind the number submitted to Washinet n, Thev come back to the 
question of whether the number ot reports th it are furnished by the 
ontractors on the various subjects required by the Washington office, 
uid I have some question in my mind whether even you, Mr. Burrow 
have anv idea of how many reports are co ning into the Washington 
office. I do not beheve you have enough personnel down there to 
read them if it is true. I have a list here of the number of reports 
that are coming Wn here, 

Mr. Dean. Could I make a general observation on this question 
of reports on overtime 4 

Mr. Pruinuips. Yes, by all means. 

Mr. Dean. I think it is normal whenever you have a situation 
and you find an abuse of some kind or an excessive payment such as 
in the case of the plumbers, that there is an abundance of caution in 
preserving the reputation of the agency and perhaps they vo to exces 

ve means In order to see that that thing Is not repeated. 

Mr. Puinuires. That is why vou come up and talk to us every year, 
because we call your attention to these little matters. 

Mr. Dean. That is right. I think, though, in the case of overtime 
pavments it can be abused and I think we ougnt to have some record 
on overtime. 

Mr. Pinus. Now Carbide & Carbon have been making reports to 
you under your requirements on an annual basis. They have been 
making about 471 reports, of which they make 32,920 copies, and of 
that number they send 10,156 copies to vou. 

Do you think that is enough / 

Mr. Dean. I think it is too many. 

Mr. Putiires, Carbide distributes twice as many copies as they 


send to you. 
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Mr. Borer. I might comment on this whole thing. 

Mr. Puriuirs. Their explanation is that they have to do that so 
their personnel will all know what they are sending to you, so that 
if anyone in the Atomic Energy Commission asks questions they will 
know what they are talking about. 

Could we not just drop off about 200 of these people from the 
Atomic Energy Commission and save ourselves a lot of money? 

Mr. Boyer. I do not think you could drop 200. I think the ques 
tion of reporting is one that calls for continuous study. It is true in 
industry, just like it is in Government, and I think that the practice 
grows up in Government just like the overtime reports to explain why 
we are doing many things in Government. We are spending the tax 
p' vyers’ dollars, and we must do a great deal of documentation that I 
believe industrywise they are not doing, and I can understand why 

Carbide chafes under the request for “the number of reports they 
ai up. 

Mr. Putiires. Carbide says you receive weekly, monthly, quarterly, 
and semiannual reports, and you receive 21,721 copies of those re- 
ports. The reports vary from a single page to 1 report of 548 pages. 
It is just a lot of paperwork to me, and I question whether we are 
really getting valued received out of all of those reports. What do 
you think? 

STUDY OF REPORTING SYSTEM 


Mr. Boyer. Let me explain our attitude in regard to the reporting 
system. This is under continuous study, and it has to be under con 
tinuous study. We are attempting to streamline the reports we fur 


nish to the Commissioners and the information that we use in carry- 
ing out the program, and certainly we are interested in your comments. 

Mr. Prius. Mr. Boyer, I do not want to be humorous, but you 
made a statement which was completely explanatory to this subcom- 
mittee. You said “this is under continuous study.” 

Mr. Borer. That is right. 

Mr. Pruinurrs. That is just we object to in bureaucracy. We would 
like for the study to end and the reports to end. 

Mr. Boyer. You cannot do that. You do not do that in industry 
when it comes to reports. 

Mr. Pirturrs. I do not know of any industry that is quite so in- 
sistent upon that many reports. 

Mr. Boyer. I agree with you; I do not think they have to be. 

Mr. Dean. I think it goes back to the philosophy of what is the 
responsibility of the Commission in pulls the taxpayers’ dollars 
under a system which is highly decentralized and great authority 
given to contrac hig: 

Mr. Putiurres. No; I think it goes back to the invention of the type 
writer, carbon paper, and the mimeograph machine, which are three 
of the most expensive things we have ever had invented for business 
use. 

You do not really know how many reports are being made. You 
have a directory only at Washington for reports from Chic ago, New 
York, and Idaho, and I think maybe you had better look into it. 

Mr. Bowyer. They are already working on it. 

Mr. Pumues. If they learn the suggestion has come from the sub- 
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committee, next year I will find it has cost more than if we had never 
brought the subject up. 


SUPERVISION OF CONTRACTOR OR OPERATIONS 


Here is a more serious matter. That is the number of people we 
have working with the contractors. You hire competent contractors, 
ind it has seemed to this subcommittee and also to two investigating 
teams, in different years, that you have too many people supervising 
he contractors; that is, telling the contractors what to do after the 
ontract is in operation. 

Mr. Boyer. Mr. Phillips, we set the program here in Washington 
ud we determine the scope and we determine what is necessary in 

rder to meet the military reqepemnnte and we outline the places 
where we think this work should be done. Then, we call upon our 

eld offices to carry out the negotiation of the contract and to admin- 
ster the contracts after they are negotiated. 

Mr. Pumuirs. Who has the contract at Savannah?—du Pont? 

Mr. Boyer. Yes; du Pont. 

Mr. Pumps. That is a pretty reputable company, is it not? 

Mr. Boyer. Yes; very reputable. 

Mr. Pumurrs. And reasonably experienced ? 

Mr. Boyer. Indeed they are, and we were extremely fortunate in 
being able to employ them. 

Mr. Puiuures. Yet, in 1951 the Savannah office had 124 Atomic 
Energy Commission employees and in January of this year it had 327 
mployees. In the original budget request you asked for 374 
employees. 

Mr. Boyer. That is right. 

Mr. Puiurres. That is a little hard to understand. 

Mr. Boyer. We have at this time about 334 men at Savannah River 
of the program 8,000 employees. Nine of those are in the Manager’s 
Office; there are 2 in the Office of Public Information; there are 7 in 
the Office of the Assistant General Counsel; 26 in the Organizational 
ind Personnel Division; 49 in the Security Division ; 64 in the Finance 
Division; 46 in the Administrative Division; 26 in the Engineering 

nd Construction Division; 39 in the Production Division; 16 at 
Dana, and 50 in the Wilmington office. We are engaged there in a 
construction program that will cost $1.500.000.000, and there are some 

000 people engaged in this particular program. We have the re- 
sponsibility to the t: ixpayer to see that the Government pri actices are 
followed and that the, are followed from the standpoint of security. 
We must do auditing of those accounts; and, when you consider the 
number of people we have at Savannah River and the number of 
people that we have for the performance of the Government’s re 
sponsibility in the entire program, I think it is of a small nature. 


AEC AUDIT PROGRAM 


Mr. Puiuuies. You speak of auditing. Who is in charge of your 
auditing ? 

Mr. Boyer. Mr. Burrows is in charge of that. 

Mr. Puiturrs. Mr. Burrows, you seem to have too many teams en- 
gaged in this work. Why do you not have fewer auditing teams and 
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why do you not depend more upon the field offices instead of sending 
your people out of Washington?’ I notice 40 percent of your travel] 
cost is for the Washington oflice for program administration. 

Mr. Burrows. We do not have any teams as such. The way we are 
organized is that each office has its own auditing staff. We lay downa 
program for them to follow. We send out people and 1 man will hut 
each office on the average of 2 or 3 times a year. They review their 
reports to see that they are doing the job and to assist them technical), 
in their problems and to achieve a proper follow-up of the results 
It is the normal supervisory type of review. 

Mr. Puiires. At the present time the field offices are responsible to 
the field office manager who may not completely share the contractor's 
opinion as to scope of the auditing work. Consequently, the managers 
have other staff personnel who review administrative-type activities 
in addition tothe auditing work. This, of course, isa duplication. Aj 
improvement of the auditing policy would make it possible for 1 
Atomic Energy Commission to eliminate many of the staff personne 


who are presently engaged in checking on various phases of the Aton 


Energy Commission and contractor operations, 
A review by a task force at Oak Ridge discloses there is an excess 


} 
| 


number of AEC personnel attempting to direct the program of c« 


petent contractors. It is the opinion of the contractors tha 


had fewer interruptions they would be able to do the 
cheaply. I agree with Mr. Boyer that that cannot be taken at f 
value, but I do confirm from experience where you have various audit 
ing teams or staffs or indy iduals whatever you choose to eall them 
going in each one separately, you are apt to have not only a duplication, 
but an in reased Cost. I also think you could vive more of your work 
to your field offices. 

Mr. Boyer. Iam not sure I followed that last comment. 

Mr. PHt.urrs. You are sending people out of W: shineton yet, a 
you not ¢ 

Mr. Boyrr. Not too many. 

Mr. Burrows. Not to do auditine work as such. 

Mr. Puiuuies. What do they call it? 

Mr. Burrows. They are out there to see that the program Ttself is 
carried out, but not to do the actual work. 

Mr. Puitiurs. How many men travel out of Washington for that 
purpose ¢ 

Mr. Burrows. We have about 10 people in the auditing staff that 
travel for that purpose. 

Mr. Puitiurs. That does not sound like too many. 

Mr. Tuomas. How many auditors do they supervise in the field? 

Mr. Burrows. We have at the present time 200 people in the audit 
ing group in the field. 

Mr. Tuomas. You have your local supervisors among those 200 
there, do you not ¢ 

Mr. Burrows. That is correct. 

Mr. Tuomas. Then you have to send 10 out of Washington to go 
down there and check on your supervisors ¢ 

Mr. Burrows. Well, it is not only a question of checking on the 
supervisors. We have to keep this program timed so we can get an 
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verall audit that will give us a complete balance sheet check at given 
periods. 

Mr. Putuuies. I am going to s ay very frankly, that. I do not think 
vour machine is working as smoothly as you would have us believe. 
You are sending auditors from W ilmington to New York ( ‘ity when 
vou have an office in New York City. 

* Mr. Burrows. We are aware of that situation and we corrected it. 

Mr. Puiuures. How long since the report ¢ 

Mr. Burrows. About 2 months ago. 

Mr. Puiuuips. You just got in under the wire. 

Mr. Burrows. This is part of the thing that the people from Wash- 

oton tried to look into to avoid that type of trave .. 


COLLATERAL FUNDS HELD BY CONTRACTORS 


Mr. PHILLIPS. The General Electric Co. still owes you a balance of 
$17,250,000. 

Mr. Burrows. Yes, sir. 

Mr. Puiuies. When do we get. it? 

Mr. Burrows. We have written to the General Electrie Co. We 
have two problems of that kind. One is with du Pont and one is with 
(General Electric. They take the view that they are unwilling to as 
sume the hability themselves without the protection of a collateral 
fund. 

Mr. Priuurps. As I recall, that is the same thing you said a year 
iQ, 

. Burrows. I was not here a vear ago. 
. Borer. That is right. That is the same situation. 
Burrows. This goes back to old contracts when they had the 
to have that type of collateral. These contracts were made at a 
time when these restrictions were in effect and no insurance com pany 
r anyone else knew anything about them. We are trying to persuade 
them that now, since we know about the risks, the collateral funds 
should be returned. 

Mr. Putiires. We would approve a long distance toll call from you, 
Mr. Dean to General Electric Co. to tell them that the appropriations 
subcommittee is getting a little worked up about this $17,250,000. 

There is another little matter of $16,021,000 that you are carrying 

vith an insurance company. Do you not think we can get that back / 

Mr. Dean. We have studied this thing. We think the type of risk 
thought of in those days is quite a different risk than you have after 
S years of cafe oper: ition. 

Mr. Zucxert. I communicated with the Comptroller about that. 
and they have a contractual right. 

Mr. Dean. That is the problem. 

Mr. Zuckert. You can try persuasion, but I do not know of any- 
thing else you can do. 

Mr. Putuuirs. 1 am suggesting persuasion from you, Mr. Dean—a 
very persuasive man. 

Mr. SHaw. Are we referring to the $10 million fund with Travelers 
Insurance Co. ? 

Mr. Dean. Yes. 
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Mr. Suaw. That may well be a very economical way for the Go) 
ernment, of getting insurance. Having this fund of $10 million, all 
being in the form of Government bonds, and being in the form of 
collateral with the insurance company, we do not pay the premium 
rate which an insurer would charge if he had available only his own 
funds for his risk. We are going out now to get figures on actual 
cost of carrying these things under an ordinary premium arrange 
ment. The figures we have seen to date indicate our present arrange 
ment is probably cheaper. 

Mr. Puitirrs. What do you think about that, Mr. Boyer? 

Mr. Boyer. It is one of the things our financial people have under 
constant study. 

Mr. Burrows. The problem is whether you guarantee to meet any 
obligation over a stated obligation which the insurance company will 
absorb. 

Mr. Prixures. Off the record. 

(Discussion off the record.) 


INVENTORIES 


Mr. Prius. How about your inventories? You have been run- 
ning inventories on a supposition that you have to run about 6 months 
or more ahead. I think that is fairly large, do you not, Mr. Boyer? 

Mr. Boyer. It depends on the type of inventories. 

Mr. Puitirs. Can you not replace almost anything you have in 
5 months? 

Mr. Boyer. That has not been true in the past. The situation may 


change. 

Mr. McCartuy. We have reduced our inventory request about 
$5,300,000 from the original budget. 

Mr. Prin tirs. That makes it about 5 months’ inventory, roughly? 

Mr. McCartny. I think it still carries a little over 5 months; close 
to 6 months, I think. 

Mr. Pnuiturps. In December 1952 we had a memorandum of inven- 
tories which contained about $12 million of items listed as excess, 
and I understood you were going to try to transfer those to various 
locations where they would be most useful. Was that done? 

Mr. Briocn. Yes, we have been trying to do that. 

Mr. Puitiurres. With what success? 

Mr. Buiocn. We have transferred over $3,500,000 of excess mate- 
rials and equipment from Savannah River to Oak Ridge and Ports- 
mouth. 

Mr. Prius. That is not very rapid. You had $12,320,000 excess, 
and standby of $16,358,000, and this is pretty near the first of June. 

Mr. Biocr. We have disposed of $9,700,000 in excess stock between 
July 1 and December 31, 1952. 

Mr. Puivurs. That is good. How about standby, $16,358,000? 

Mr. Buocn. There has been some reduction in standby. 

Mr. Pitts. There seems to be some question as to whether you 
are not still classifing as current-use a lot of items that should be 


excess. Your list certainly has a lot of items in it that you are not 
using currently. 





Mr. Biocu. We have a problem on standby inventory in that it 
ludes a good many spare parts, special equipment usable only in 
program, and which were secured as spares. 

Mr. Puimures. Out at Arco we have a memorandum that a lot of 

iterial returned from the contractors a long while ago has not yet 

en recorded. Probably other areas are buying similar material 

W, and you could get it out of the excess stock. 

Mr. Biocu. Yes. We are always urging that that be done. We 

f reducing our inventory on the one hand by vetting it ¢ ircularized 
» other insti ulations. Over the past 21; years about 35 percent of 

»excess which was generated at the come ictor level was used within 

program. 

Mr. Puinures. I think your intentions were excellent, but at Arco, 
Idaho, we are advised by the investigating staff that you apparently 

ud enough electronic material for 203 months; enough clothing for 

5 months; and enough laboratory supplies for 72 months. 

Mr. Dean. We will have to check those figures. 

Mr. Zuckxerr. Take a figure like 72 months, if you base it on usage 

it is one thing. If you base it on expanding operations, it might 

onsiderably less than 72 months. Those figures themselves do not 
ean a thing. 

Mr. Tuomas. Maybe he has his own figures over there, Mr. Chair- 
man. 

Mr. Puitires. What do you say, Mr. Bloch? 

Mr. Biocn. I was told the inventory at Arco was $558,000 on June 
0.1952. On those long supply items which are somewhat specialized, 
we have a program for circularizing those within the Commission. 

Mr. Trromas. How about the specific item of clothing that Mr. Phil- 
lips mentioned ? 

Mr. Boyer. Off the record. 

(Discussion off the record.) 

Mr. Puiturres. The record over the last several years does not indi- 
cate you are using to the full extent the possibility of spreading your 

iventory where it can be used most rapidly. I would suppose that a 
lot of the stuff you use has a short life value, which makes it more 
necessary you should keep a small inventory and a flowing inventory. 

Mr. Triomas. How about the electronic material item ? 

Mr. Borer. We will have to look that up. 

Mr. Tuomas. The man back there has a book as big as a Sears, Roe- 
buck catalog. He has been fiddling with it for more than 15 minutes. 
[ am anxious to know what he has in it. 

Mr. Puitirs. What about it, Mr. Bloch? 

Mr. Buocnu. Electronic material, $2,659,000 as of December 31, 
Commissionwide. 

Mr. Dean. That is Commissionwide. What about Arco? 

Mr. Buiocnu. I do not have that with me. I will put that in the 
record. 

Mr. Putiures. You can put that in the record. 

(The information follows:) 
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Our records indicate that the correct amounts in the four groups of operati 
stores inventories mentioned for the Idaho operations office as of December 
1952, are as follows 


The figures of 463, 203, 245, and 72 months investment in electrical materia 
and supplies, electronic —— ‘Ss clothing. and laboratory supplies, respectivel 
were taken from a copy of the Idaho financial statement which contained accurat 
data on the total operating stores inventory balances, but which inadvertenth) 
omitted monthly usage data on some of the more important using activitie The 
financial statement was subsequently corrected to eliminate these reporting error 
and the data tabulated above indicates the correct relationship of the total inve 
ment in stores to the rate of issue from stores (current use divided by norm 
monthly usage 


CAFETERIA OPERATIONS 


Mr. Puivuirs. We spoke about cafeterias. The general impressio1 
of the task force on that was you were serving very good meals, and 
probably the people could pay a little increase in price and reduce 
the deficit. Are most of the cafeterias out on contract, or are you 
operating them yourselves ‘ 

Mr. Dean. Most of them are under contract. 

Mr. Boyer. Two are operated by food concessionaires. 

Mr. Dean. None directly by the Commission. 

Mr. Boyer. No. I think there is a matter of industrial relations 
involved that would indicate you would not expect cafeterias to break 
even. 

Mr. Points. Not even if you give free rent and lights, and tax-free, 


and charge them only 64 percent of such items as steam, and things 
like that? 

Mr. Boyer. Your subsidy is about 30 to 35 percent. 

Mr. Dean. We have an unusual situation. We do not have to serve 
breakfast or the evening meal at Arco, so it runs on the noonday meal 
alone, and your operating expense is higher than if you are serving 
three meals a day. 


SECURITY INVESTIGATIONS 


Mr. Puruirs. Do you think you have enough security ! 

Mr. Dean. I hope we do. There are 2 or 3 places we have made a 
Sal ing on secur ity. 

Mr. Puiiiies. Do you think you have enough at the entrance of the 
building (showing picture to Mr. Dean) ¢ 

Mr. Dean. Gee, they all got out for the picture, did they not? 
This is a picture of the Washington headquarters. Ordinarily you 
would find only 2 guards and 1 woman in the outer hall. 

Mr. Puinuips. You state that the charge is about $205 for an investi 
vation by the FBI and about $195 for an investigation by the civil 


service. Why does the civil-service investigation cost that much ? 
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Mr. Dean. They are making the same type of investigation as the 
BI. that is. a full background investigation. How they arrive 
their cost, I have no idea. 

Mr. PHILLIPS. Suppose you vot ab application from somebody to 
work for AEC, what advantage can you take of preceding investiga 
tions made of that same person’ Can you take advantage of any 
military investigations or previous Investigations Ww ithout paying this 
<PO5 and $195 ? 

Mr. Dean. We can only do that in the case of a file check, as dist 
vuished from a full background investigation. If we ask for a fil 
check, the BI will v0 tO the Government departme! {> immediately 
and pull out what previous investigations have been made. If any 
thing derogatory appears, we do not pass it. In part 1 presume the 
FBI relies on investigations by other departments, but they have 
to bring them up to date. Two hundred and five dollars is the average 
cost. 

Mr. Pumiuirs. Do you have any idea how much that security in- 
vest igation is costing % 

Mr. Dean. Yes. 

Mr. Prtuirs. How much do you ask for next year for that 
purpose ¢ 

Mr. McC arttry. For total cost of security, about 856 million. 

Mer. PHITLIPs. That seems like a lot of money, and especially SO 
when you have a rather high security program around some of thes 
plants and then let anybody come in and visit anybody else and play 
baseball with no check at all. 

Mr. Dean. Where is this happening ¢ 

Mr. Puiiuirs. Los Alamos; for one place. 

Mr. Dean. In the town only. Nobody can get behind the laboratory 
fence at Los Alamos without going past the guards. 

Mr. Puitutirs. Is the town fenced ¢ 

Mr. DiLwzio. There are 3 entrances into the town, 2 from the east 
and 1 from the south. All areas adjoining roads are fenced, and the 
technical area is ¢ omp rlete hy enclosed. 

Mr, Puusirs. Where do they play baseball / 

Mr. DiLuzio. In the town portion of the town. None of these 
people go near the technical area except to drive by on the way to the 
ball field. 

Mr. Puitiies. What we are talking about is what it cost for secu 
ritv. You have 69 guards at the West Building and 19 at the McShane 
Building. You have 122 security people in Washington, D.C. Are 
you in that much danger ? 

Mr. Dean. You have to divide that into shifts. That is for 24-hour 
guard duty. 

Mr. Puruuirs. An 8-hour day ? 

Mr. Boyer. Yes. 

Mr. Puiuies. Do you think you need that many men? There are 
| or 2 areas where the committee is inclined to believe more redue 
tions could be made. 

Mr. Zuckerr. There is a legal requirement to maintain security. 

Mr. Dean. And background investigations are required by law 

Mr. Puinups. Did we pass the law ? 

Mr. Dean. It is in the basic act. 


ogy - pt. 1 Zs 
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Mr. Pxtutrs. Did we say you had to start all over again in mak- 
ing the investigations ¢ 

Mr. Zuckenrt. It prescribed investigations by the Federal Bureau of 
Investivation. Recently investigations by Civil Service were 
provided. 

Mr. Dean. And it says it shall be a full background investigation 
into the character, loyalty, and associations. 

Mr. McCarrity. The prices for investigations by both the Federal 

3ureau of Investigation and the Civil Service are given to us by 
the Bureau of the Budget. We have no control over the cost. 

Mr. Puiiiies. You mean you asked them to reduce this amount and 
they refused ¢ 

Mr. McCartny. This year the FBI cost went up. 

(Discussion off the record.) 

Mr. Witu1aMs. We might get in the record that by careful selection 
and screening of people who work in special areas on our construction, 
not classifying these until we get to the very last operation in some 
cases where security would be compromised, we have been able in the 
last 9 months to cut down on the number of investigations. We have 
had about 53,000 people where we had a file check and did not go 
through the full clearance, and that saved about $10 million. That is 
true only in these particular areas, and we are continuing that pro- 
cedure to further declassify wherever possible without compromising 
security. We had originally expected to run 105,000 in 1953, and that 
was reduced to 60,000 investigations. We have tried to get maximum 
security with less cost. 


REACTOR DEVELOPMENT 


Mr. Puiiies. How much is in the budget for improvements at 

settis Field? 

Mr. McCarruy. There is still some money in there for that, Mr. 
Chairman. 

Mr. Puriirs. You testified that you have almost completed the first 
submarine reactor ? 

Mr. McCartuy. Yes. 

Mr. Puitims. Why do you have to put $120,000 more in Bettis 
Field? 

Mr. McCarrnuy. The large ship reactor has been eliminated from 
the program but they are finishing up on the reactor for the sub- 
marine. 

Mr. Pures. Then why should we not take out the $120,000? 

Mr. McCarrny. It is proposed to continue work there under the 
pressurized-water design. 


REIMBURSEMENTS TO OTHER AGENCIES 


Mr. Corron. On that matter of security, on page 4 of the justifica- 
tions where you give amounts you pay to other agencies, are those 
largely amounts you pay for security investigations or do they concern 
other matters ? 

Mr. McCarrny. They concern other matters as well, Mr. Cotton. 

Mr. Corton. Is a part of it for that? 
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Mr. McCarrny. Yes, part of it is funds paid to the FBI. 

Mr. Corron. What part of prem 1954 estimate of $2.4 billion is for 
reimbursement to other agencies ¢ 

Mr. McCarruy. $2.4 billion is the total estimated e xpenditures for 
1954. $44 million is the estimated advances to other agencies. 

Mr. Corron. What portion of the $44 million is for security ? 

Mr. McCarruy. Roughly $13 million. 

Mr. Dran. This includes Civil Service and FBI. 


New Construction 


Mr. Pururs. Mr. Dean, your program for next year contains how 
ch additional construction, either on or off the record ? 

"ie. Dean. We have no line item in here for the building of a new 
reactor. 

Mr. Puiiuies. You mean that has been removed, or was it not in at 
all? 

Mr. McCarruy. The only one we had in 1954 initially was an Oak 
Ridge reactor. That has been eliminated. 

Mr. Dean. There is no line item in this budget for the building of a 
new reactor. 

MODIFICATION OF FACILITIES 


Mr. Prices. You testified last year on the modification of facil- 
ities at Hanford. 

Mr. Dean. Approximately $16 million is in the budget for that. 

Mr. Pumurrs. Is that in here? 

Mr. Dean. Yes, and we regard that a very important item. 


PACIFIC PROVING GROUND 


Mr. Puiuirs. Constructing or improving the Pacific proving 
ground. Isthat anew area or the one we have ben using ¢ 

Mr. Dean. Weare using it at the present time. 

Mr. Puiiurrs. How much is still in the budget for the improvement 
of the Pacific proving ground? 

Mr. Dean. General Fields can answer that question. 

General Fretps. It is $2,222,000. 

Mr. Puturs. In a tight budget, an attempt to balance the budget, 
why is it not possible to reduce that still further ? 

General Fretps. These are items we feel are necessary to maintain 
the operations of that proving ground as a proving ground when, as 
you shall hear, I presume, later, our activities there are increased. 


NEW FACILITIES AT PORTSMOUTH 


Mr. Puiuirs. We are expecting some sort of a statement from the 
Bureau of the Budget or from you in regard to the Portsmouth site. 
We gather there is considerable argument going on at the moment 
about it. 

Mr. Dean. I read that in the newspapers, but have no official word 
of it. We are 2 radcbtaas right along. We are building at Ports- 
mouth. Contracts have been let. So far as the Commission: is con- 
cerned, there is no change at all. All I read are speculative stories, 
particularly in Ohio newspapers, that they will be shut down 
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Mr. Priniips. Are the stories that they will be shut down, or de 
inved ¢ 
Mr. Dean. The stories I saw say they will be shut down. 


SEVEN-WING BUILDING AT SAVANNAH 


Mr. Puiniirs. What about the building with seven wings? 

Mr. Dean. We have one peeuliar building at the Savannah River 
project that might fit that description. 

Mr. Pricous. Was there some architectural reason for designing it 
like that ¢ 

Mr. Dean. It is a temporary building for the construction period at 
the Savannah River site. I cannot explain why it was designed that 
way originally. 

Mr. Cook. It Was designed On the theory of spokes COMIN out ot an 
axis. It was believed that was a good plan, with one central entrance 
for security purposes. 

Mr. Dean. It permits you to block off one wing. 

Mr. Priuurps. You must have hired an architect who was a specialist 
in designing prisons. That is the way many are designed. It is a 
temporary building ? 

Mr. Dean. Yes; it is temporary, very light construction, no finish 
on the inside, wooden frame. 

Mr. Prairies. Are there any questions from any members of the 
committee on the subject of weapons production, while we have all of 
the staff here / 

I think I will suggest that the clerk of this committee and Mr. Me- 
Carthy check over the material which has already been put in and see 
if there are any more of these pages that should be in. 


Source AND FIsstonNaBLE MaTrertas 


Mr. Dean. I think each one of the division directors is prepared to 
give you a brief statement of his division whenever you are ready. 
Mr. Puicurrs. Right now. We will start with raw materials. 
Mr. Dean. Mr. JJ. C. Johnson, director of the Division of Raw 
Materials. 
RAW MATERIALS 


Mr. J. C. Jonnson. Mr. Chairman and members of the committee, 
the primary function of the Division of Raw Materials is to acquire 
for the United States from all available sources sufficient uranium to 
insure efficient operation of the fissionable material plants now operat- 
ing and those under construction. 

In order to meet the current requirements, as well as the sharply in- 
creasing demand arising from new plant construction, the Division of 
Raw Materials has actively sought to develop new sources of uranium 
both at home and abroad. A continuation of these efforts is required 
(o provide a measure of assurance that uranium procurement will keep 
pace with growing plant demands. Geological reconnaissance and ex- 
ploration at home and abroad have uncovered new sources of supply. 
Development of methods of extracting the uranium has in turn made 
utilization of these new supplies of uranium possible. It is important 
to note that a lead time of at least 3 to 5 years may be required to bring 
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+ major new source of uranium into production. For example, it was 
recognized as early as 1945 that the gold ores of the Union of South 
Africa which were being mined at a rate of 50 million tons per year 
might be an important source of uranium. Examination and sampling 
of the thousands of miles of underground reef exposures and of the 
millions of tons of material in the accumulated tailings dumps was 
hegun and carried on over a period of years. ‘The work is still in prog 
ress, At about the same time, initial efforts were made to devise an 
economic process for the removal of the relatively small quantities of 
uranium from the gold ores and the recovery of uranium from solution. 
About 1949 the process developme nt had proceede “ltoa point where it 
became reasonably certain that the uranium could be leached from the 
vold tailings and recovered at reasonable cost, although many details 
of the metallurgy remained to be solved. 

Negotiations were commenced shortly thereafter for production 
contracts, culminating in an arrangement whereby the South Africans 
agreed to construct huge plants and to make thei anim available 
to the free world. The tlow of this material to the United States 
began in February of this year, about 7 years after the initial work 
was undertaken and full production is still several years away. 

As the committee is aware, the United States has in the past been 
dependent for a major source of its uranium on the production from 
the famous Shinkolobwe mine in the Belgian Congo. Although new 
sources of supply have been developed abroad, and domestic proauc 
tion has been sharply increased and will continue to increase, for the 
foreseeable future we will continue to be dependent on foreign nations 
for a major share of the uranium we need for weapons vital to our own 
security. 

In order to lessen this dependence, we are devoting a major part of 
our exploration and process development budget to the search for 
additional ore deposits within the United States and to investigation 
of methods of extracting uranium from abundant low-grade ores 
known to exist in this country. About 95 percent of the direct explo 
ration effort is devoted to work within the United States. Im addition 
to exploration on the Colorado Plateau, which includes parts of Colo- 
rado, Utah, Arizona, al nad New Me XICO, project s are bel Inge carried on 
in the Black Hills of South Dakota, in W yoming, in the Boulder and 
Butte districts of Montana, in the Marysvale district of Utah, in the 
Front Range district of Colorado, in Tennessee on low-grade shales, 
and in Florida on uraniferous phosphates. The reconnaissance in 
Arizona and others of the Western States continues to turn up rap 
ch ctlo n possibili ties, Other possib le SOUrCeS ot ure minum, sucl as 
uraniferous lignites, occurring in a number of States are being inves 
tigated. In brief, areas known to have promising possibilities have 
vastly increased over the last few vears and offer a hope that the 
present production goals may be exceeded if intensive exploration is 
continued. 

In the field of process development new techniques have been devel- 
oped which have made it possible to extract uranium from the phos- 
phatic ores of Florida and the northwestern United States as a by 
product from the production of phosphate fertilizer. Methods are 
being worked out for lowering costs and improving recoveries of 
uranium from conventional ores, and processes are being devised for 
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extraction of uranium from such low-grade materials as shales and 
lignites. The shales, for example, while extremely low grade, are 
available in huge quantities and, in the aggregate, constitute an almost 
inexhaustible domestic source if economic extraction methods can be 
worked out. 

The Commission has been urged by the Joint Committee on Atomic 
Energy and the Department of Defense to attack aggressively the 
problems of increasing the supplies of uranium available to the United 
States and to place ps articular emphasis on the development of domes- 
tic resources. Substantial progress is being made on both objectives 
and should be continued. 

Procurement of uranium from domestic sources is on the basis of 
unit price contracts negotiated with the operators of privately owned 
and operated ore-processing plants. The sole exception to this is the 
Commission owned ore processing plant at Monticello, which is oper- 
ated for the Commission by a fixed-fee contractor. In the foreign 
field, negotiations are usually on a government-to-government level, 
since most countries have laws controlling the use and disposition of 
source materials. However, with respect to the Belgian Congo and 
the Union of South Africa, the mining and processing are done in 
privately owned facilities. Uranium from Canada and the Belgian 
Congo is obtained under negotiated unit-price contracts. With respect 
to the Union of South Africa and Australia, price is determined in 
accordance with an incentive-type formula, which consists of a base 
price plus a percentage of the cost of operation. Under the formula 
if the contractor is able to reduce costs, he makes a larger profit, but 
at the same time cheaper uranium is obtained. Domestic contracts 
usually run for about 5 years. Foreign contracts are for periods of 
from 7 to 10 years. 

Of the funds requested for fiscal vear 1954 budget, 87 percent is 
allocated to procurement of ores and concentrates under existing com- 
mitments; 10 percent is budgeted for exploration activities: and 3 per- 
cent for process development. 

It should be pointed out that under existing contracts the Com- 
mission is committed to purchase all uranium offered in anv particular 
vear, subject only to overall limitations for the contract period. In 
the case of the domestic program, the Commission is committed to 
purchase all uranium ores meeting specifications delivered during the 
effective term of the public circular without limitation as to quantity. 
In order to meet the requirements of the plants producing fissionable 
materials, we have been urging all suppliers to achieve maximum 
production. 

Consequently. our budgets must be based upon estimates of pro- 
duction to be delivered by our various suppliers. These estimates must 
take into consideration the tonnage of ore to be mined and treated, 
the grade of the ore, and metallurgical recoveries. In the case of new 
plants, scheduled for production during a fiscal year, we must estimate 
the date of initial operation, and the time required for tuneup prior 
to full production. It is evident that a number of variables are in- 
volved. It is possible for production to be materially higher or 
lower than the estimates, depending upon changes in the grade of ore. 
the tonnage treated, and the dates at which full production is reached 
by new plants. The estimates upon which the fiscal year 1954 budget 





is based represent reasonable expectations. It must be recognized, how- 
ever, that favorable factors from a production standpoint could result 
in greater than anticipated deliveries and higher than estimated fund 
requirements. 


UNOBLIGATED BALANCE 


(Discussion off the record.) 

Mr. Puitures. How much will you have left from fiscal 1953 of the 
money already appropriated ? 

Mr. J. C. Jonnson. About $28 million; a decrease of $28,857,000. 

Mr. Puuuies. I do not think that is the answer to my question. Is 
that the unexpended balance ¢ 

Mr. McCarrnuy. That will be the unexpended balance, yes, sir. 

Mr. J. C. Jounson. The reduction for fiscal year 1954 has been the 
result of a close review of the estimates for the neal we will 
receive in fiscal 1954. I woud like to go off the record for a moment on 
the 1954 estimate and refer to some quantities. 

Mr. Tuomas. What is your dollars-and-cents estimate for 1954? 

(Discussion off the record. ) 

Mr. Puuwirs. That includes all ores? 

Mr. J. C. Jonnson. That is correct. 

Mr. Purures. That also includes the amount you put up for ex- 
ploration ? 

Mr. J.C. Jomnson. Yes. 

Mr. Puivutres. According to a memorandum we cut you $25 million 
last year on this item, and you still have left, in spite of that $28 
million. So that you have a $53 million reduction from your original 
estimate. 

That includes raw materials and fissionable materials; so the re- 
duction in 1953 is from an original request of $342 million. 

(Discussion off the record.) 

Mr. Borer. We are in the situation where we are exerting every 
effort to expand our procurement of uranium. 

Mr. Puiturs. With which we are in agreement. The practical 
question is why do we have to give it to you now; why do not we wait 
until the first supplemental in January 1954, when you will know 
more about what you want? 

Mr. Borer. We have been given to understand the committee would 
prefer that we not bring in a supplemental. 

Mr. Puitires. Generally speaking, that is true, when you come up 
and ask us for an operations figure, and then come back and ask us 
to give you money to hire more “people. I do not know that we have 
ever applied that to the purchase of strategic materials. 

(Discussion off the record.) 

Mr. Tuomas. Mr. Chairman, let me make a suggestion. Under this 
operating expense language, it is as broad as an open door. Any- 
thing in the world can be done with any amount of money. Since this 
is the backbone of the program—there is no escape from that—they 
certainly ought to have all the latitude they possibly can have in 
starting up to get this material, and why not give them the amount 
they want plus : some and earmark it for that purpose and do not put 
it under operating expenses, because under operating expenses the 
language is too broad. 
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It is a continuing appropriation, and if you don’t use it one year, 
you can use it the next. 
(Discussion off the record.) 


RAW MATERIALS FACILITIES 


Mr. Pinups. Mr. Johnson will now contimue his testimony on 
plant and equipment, which is a restricted part of the budget. 

Do you have any testimony you want to put in the record on that, 
or is this all off the record / 

Mr. J. C. Jounson. I think the comments on individual items can 
be on the record. 

Under construction we have $125,000 for miscellaneous projects 
That is based upon past experience. I think it was $97,000 in fiscal 
1952, about $100,000 in 1953. It represents new facilities for tem 
porary purchases of ore, such as the ore-buying station put up at 
Edgemont, S. Dak \nd also additions to some of the plants that 
are unpredictable a year in advance—the camps for the exploration 
parties and various miscellaneous projects of that kind which are not 
clearly defined in advance, but we know we have to have some con 
struction money during each fiscal year. And we have put in funds 
for engineering work for two plants for the treatment of leach zone 
in Florida. That was carried over from 1953. 

Mr. Puinures. According to this that work has not begun. Plan 
ning has begun but not construction. 

Mr. J. C. Jonnxson. No: construction has not begun. 

Mr. Prituirs. When do you expect to begin construction ¢ 

Mr. J. C. Jomnxson. We are in the pilot-plant stage at the present 
time. We have 2 pilot plants in operation, | by TVA and l by 
International Chemicals in Florida. We hope we may have a solu 
tion in the next 4 or 5 months for a complete evaluation of the 
project. If the economics are sound, and the Commission desires 
to go ahead, we should then be in a position to proceed with this 
engineering design sometime in fiscal 1954. 

(Diseussion off the record.) 

Mr. Puiuurres. Thank you very much, Mr. Johnson. 

Mr. THom is. We see a lot of hewspaper articles disguisedly com- 
plaining because of those materials you are buying out on the Colo 
rado Plateau. What is the cost per ton now ¢ By the time you pay 
your overhead cost, engineering cost, the upkeep of the camps, and so 
forth, what does that material cost ? 

Mr. Puiizirs. You mean the criticism is that we pay too much or 
too little? 

Mr. Tuomas. Too much. 

Mr. J. C. Jounson. That is not the case with the Colorado miners. 
They claim they do not get enough. 

Mr. Trromas. What are you paying for it; what is your overall 
cost per ton ¢ 

Mr. J. C. Jounson. It depends on the grade. In the ore pur 
chases we have a schedule of prices that ranges from $1.50 to $3.50 
a pound plus a development allowance of 50 cents. So it is up to 
$4 per pound of U-308, uranium oxide ore. And it depends on the 
grade of ore, the number of pounds per ton, as to what the ton cost 
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order of $30 a ton. 

Mr. ‘Tromas. ‘That is the ore? 

Mr. J. C. Jounson. The ore: ves 

Mr. Tiromas. What does the refined pro 


{ 1) SCTISSION ott the record 
DIVISION OF PRODUCTION 


Mr. Pritiies. We will take up plant operation now, Mr. Cook. Do 
you have a statement for the recora / 

Mr. Cook. I have a statement which covers the advance planning 
for the expansion program and the approximate status of the accom 
plishment of the expansion program, indicating the new facilities that 
have come into operation, the modifications since | last appeared 
before you of the total dollar estimate of the fissionable material 
portion of the expansion program, and it indicates the net decrease in 
our requirements for facilities for fiscal 1953 and 1954. 

Largely because of the advanced planning and preparation which 
had been accomplished prior to passage of the supplemental appro 
priation act containing funds for the expansion program, the Com 
mission was able to initiate construction on the major segments of 
the program soon after the bill was passed. Construction started 
Oak Ridge on July 16, 1952, at Padueah on August 26. and at Han 
ford on Se ptember 10. The selection of the Portsmouth, Ohio, site 
was made and announced on August 12. and construction began at 
that site on November 10. The present status of these projects is 
indicated to some extent by the following: 


Oak Ridge 
Paducah 

Portsmouth 
Hanford - . _- 


Turning from the expansion program for a look at what has hap 
pened to those facilities which were under construction prior to that 
time, we find that during the last 10 months major seginelts of the 
base-construction program have been completed. The first phase of 
the original facilities contemplated for Padueah have been com 
pleted and are now in ae ation, and parts of the second phase have 
bee 1) comp yleted and : oper ation. The bal: auhece are expected Lo 
be comp rleted by the = of the year. At Hanford 1 new reactor has 
gone into operation and 2 hamioal processing plants have begun 
operating. At Savannah River the supporting facilities are rapidly 
nearing completion and some are already in operation preparing ma 
terials for startup of the first of the major production units at that 
site. At Fernald, Ohio, the feed-materials production center is 
] apidly he aring completion, sone iF the units are now in operation 

and the balance are expected to be in operation before the end of 
the year. 
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Production schedules have been met and, as might be expected with 
all of the new facilities coming into operation, the actual production 
has consider: ably exceeded that of any previous comparable period. 
Unit costs of preparing the major materials have continued to decline 
and are now at the lowest level in our experience despite the rise in 
labor and material costs. 

The addition of these new facilities and the added production 
obtainable from them will increase our operating costs next year by 
about 40 percent over the operating costs this year. However, on 
the construction side of the budget there have been a number of major 
changes in the program previously approved by the Congress. In 
the 1953 Supplemental Act a total of $2,744.2 million was appro 
priated for expansion of fissionable-materials facilities. However, in 
the January budget submission one facility for the expansion program 
was eliminated. Detailed analyses of requirements, plus some minor 
modifications have made it possible to eliminate further from the 
expansion program one facility at Savannah River. In addition, the 
contingency items contained in the expansion-program supplemental 
bill have been eliminated, resulting in a net decrease in the fissionable 
materials facilities for the expansion program of $78.2 million in 
fiscal year 1953 and $354.7 million in fiscal year 1954, or a reduction 
over the 2-year per = of $432.9 million. Of this amount $58 million 
was reflected in the January submission and $374.9 million in this re- 
vised submission. ‘The total estimate for the expansion program is now 
estimated at $2,311.2 million. There have also been numerous smaller 
changes, one major addition to the construction program, and an in- 
crease in the estimate for the Savannah River plant. Thus, the esti- 
mate now before you for plant and equipment for the fissionable 
materials program represents a net decrease in total requirements 
for fiscal year 1953 of $78.3 million and for fiscal year 1954 of $126.3 
million, or a total net decrease of $204.6 million for fiscal years 1953 
and 1954 as compared with the submission of last January. 

Mr. Purtiirs. What is your total request for next year ¢ 

Mr. Coox. The total request for plant operation is on page 20 of the 
revised budget. 

(Discussion off the record. ) 

Mr. Puiutes. You had better give us an explanation of that. That 
is a lot of money to us. 

Mr. Cook. The increases in our 1954 budget as compared to our 1953 
budget can be grouped into five major ec assifications. 

For plant and facilities now under construction or in partial oper- 
ation in fiscal year 1953 and estimated to be in full operation during 
fiscal year 1954, the increase is estimated to be $49 million. 

Mr. Putuies. You mean your revised figure is $49 million ? 

Mr. Coox. Yes, sir. For the plants other than the expansion pro- 
gram now under construction or to be completed in fiscal year 1953, 
which will start up or be in full operation only a portion of fiscal year 
1954, the increase is approximately $10.5 million. 

For the initial operation of plants authorized by the expansion pro- 
gram, the increase amounts to $25 million. 

We have a decrease in connection with process development in the 
amount of $3,050,000. 
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Mr. Putiiies. When you say you have a decrease—a decrease from 
what? 
Let us pass over this subject for the moment and take up the weapons 
program. 
WEAPONS PROGRAM 


General, tell us about this new cannon our Congressmen do not think 
so much of. 

General Firips. May I first make a short statement which can be on 
the record ¢ 

Mr. Puruuirs. Yes. 

General Freips. In the revised estimates for fiscal year 1954 we are 
requesting a total of $300 million for the weapons ope selland program. 

Mr. Putts. Weapons operation mean experimental work ¢ 

General Fre_ps. Experimental research and development and pro- 
duction of weapons and the storage of weapons. 

Mr. Pumuirs. You make the actual weapons that are going to be 
ised in warfare ¢ 

General Fieups. Yes, sir; we make all of the weapons. 

Mr. Puiuirs. Out of money we give you? 

General Freips. Out of money you give us. 

Mr. Puiures. What you call weapons is what I call a bomb ? 

General Fieips. Let us call them atomic bombs at this stage. 

Mr. Puiniirs. When I say “weapon,” I am talking about cannons, 
too. 

General Freips. We do not make the fieldpiece that fires the pro- 
jectile. 

Mr. Puuiies. But whatever is fired that has any atomic relation- 
ship, you make ¢ 

General Freips. We do; yes, sir. 

This $300 million is an increase of 19 percent over the $253 million 
being expended during the current fiscal year. 

T his oper: itions program would provide for the production of atomic 
weapons—except for the cost of fissionable materials, which is covered 
in other sections of the Commission’s budget—and their maintenance 
ind storage, and for an enlarged and vigorous weapons developmental 
and testing program. 

Mr. Puttiies. How much for increased storage ? 

General Freips. If you do not mind, I will come to that in a moment. 

The requirements covering our production efforts are established 
by the Department of Defense based upon capability estimates previ- 
ously furnished by the Commission. The yearly production program 
itself is approved by the President. The requirements for specific 
weapon developmental projects, on the other hand, are also determined 
by the Department of Defense, but after joint evaluations by the De- 
partment of Defense and the Atomic Energy Commission as to the 
feasibility and military worth of those projects. The funds we are 
requesting for fiscal year 1954 are required to fulfill these military 
needs and have been arrived at in this manner. 

Specifically, the funds requested for weapons production would 
provide additions to the weapons stockpile at a much higher rate than 
in fiscal year 1953 and would permit the production of weapons hav- 
ing new and greater effectiveness. This is possible because of the 
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increased production of fissionable materials resulting from startup 
of the Savannah River piles and the development of new types ot 
weapons during the past few years 

The funds for design, development, and test. would permit our ” 
velopment and testing programs to be pushed ahead as rapidly : 
technological 


] 


ances will permit. For this reason, our revised 1 
quest asks for funds which would permit the effort of our cintine 
developmental laboratories—that is, Los Alamos and Sandia—to be 
augmented by additional subcontracting of developmental work be- 
yond that of fiseal year 1953. These requests for additional develop 
mental effort are belhg made in the behef that vigorous research and 
development now will lead to the best use of the much greater pro 
duction of fissionable materials to be achieved on completion of the 
expansion program. 

Mr. Puinures. What vou are asking for in round numbers is $300 
milhon 2 

General Firitps. We are asking for $300 million in the operating 
program. 

Mr. Puinuis. And you have reduced that in the revision roughly 
about $20 million ¢ 

General Frecps. Roughly $20 million. 


WEAPONS FACILITIES 


In plant and equipment for weapons, we are requesting that $86 
million be appropriated for construction of weapons facilities in 
fiscal vear 1954. Of this amount, $24 million is a ee - con 
struction obligations from fiscal year 1953, for which a reappro- 
priation of funds is requested. Included in this $24 million Is 
$21.5 million to complete construction of the Spoon River plant at 
McComb, Il. 

Mr. Pintiuirs. [thought we gave you enough last year to finish that. 

General Fietps. As I say, there is $21.5 million we are asking to b 

tipprop! lated. This plant will be required in order to meet weapol 
component production schedules in fiscal vear 1956. It will not be 
in operation until then. 

The balance of $62 million is for various projects necessary to meet 
production requirements and to provide certain specialized develop- 
mental and testing facilities. 

Mr. Puituirs. All new ¢ 

General Frevps. This is all new. Slightly over 50 percent of this 
balance of $62 million is requested for the construction of stor: age 
sites to accommodate atomic weapons to be produced in the next 
several years. 

Mr. Puiures. That is a lot of money. 

General Fietps. Yes, sir. 

Mr. Puiuirs. Have not you been getting money from us every year 
for storage ¢ 

General Frentps. Practically every year; yes, sir. I am not sure 
whether there was any in last year. 

Mr. Boyer. Yes. 

General Freips. Yes: every year. But we have been filling the 
storage sites up. 





Discussion off the record.) 

General Frevps. Excluding the $24 million which we request be 
reappropriated, the revised estimate for weapons facilities repre 
sents a reduction of $17 million under the estimate of $79 million 
which was in the budget that came to you in January. 

Mr. Putiires. A reduction ? 

General Fievps. A reduction of $17 million if you exclude that 
deferral of $24 million. 

Mr. Puitcies. You mean the $24 million reappropriation is in the 
S86 million ¢ 

General Frevps. Is in the $86 million. 

Mr. Prauiies. So what you contend you are asking for is $62 m 
lion or $17 million less—— 

General Firips. Less than the $79 million. 

Mr. Puinurps. You think that having once appropriated it, we con 
sider that as gone / 

General Freips. No, sir. I did not intend to say that. We do need 
this plant. We could not vet it all under contract this fiscal vear. 

Mr. Piuttirs. I would like to ask you either on or off the record 
why you have to build some of your expensive type of storage con 
struction. It must necessarily be peculiar to the object stored, but 
is it particularly costly ¢ 

General Fretps. It is quite costly. I think that can be on the 
record. Then I would rather go off the record at this point, 

(Discussion off the record.) 

Mr. Puituies. With any allowance at all for failure to begin con 
struction on July Re you are asking money for these new weapons. 
You are asking for a budget which began on July 1, when, according 
to information, you are not going to begin construction on these 
weapons on July 1? 

General Frevps. That is right. 

Mr. Puiiires. Have you made allowance for that in here? Ae 
tually a year’s money will not go from July 1 to June 30, but will 
go from maybe August to the following August? 

General Frevps. That is correct. 

Mr. Putmurrs. Is that the situation, Mr. McCarthy / 

Mr. McCarruy. Yes; it is based on production schedules. 

Mr. Puiuures. Now. if you expect to start in October, you have only 
9 months left. 

Mr. McCartruy. Yes, sir: we would have only applied them to a 9 
months’ schedule. 

Mr. Dran. This is based on production schedules. Mr. Phillips. 


INCREASE IN PRODUCTION OF WEAPONS 


Mr. Putiires. In order to get this increase in production are you 
paying any penalty for rapid construction or anything like that / 

General Freips. No, sir. 

Mr. Pumures. This is regular construction ¢ 

General Frevps. This is because the fabricating plants have had 
experience and have reduced their unit cost really a great deal in the 
last 2 years. For instance, in one operation here we have a $6 million 
reduction in what we requested in 1953. 
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Mr. Pures. This increase still may not give you an excess. 

General Fretps. It still does not give you an excess; no, sir. 

Mr. Corron. It is just a matter of mathematics. You said you 
were asking for $3 million more. Could not the record show the 
percentage of increase and the percentage of increased production / 

General Fretps. Well, sir, I am not trying to prove a point here as 
to how good we were. Actually, that increase refers to the nuclea: 
parts of these weapons. It does not refer to the nonnuclear parts or 
the envelopes that go around them. 

Mr. Puiuirs. I think we should clear up one point, and that is 
it certainly takes just as long a time and it is just as difficult to create 
the nuclear portion as it is to create the body of the rest of the weapon. 
I imagine that is a pretty delicate operation. 

General Frexps. Off the record. 

(Discussion off the record.) 

Mr. Proxies. In other words, what we want to know is are you 
suggesting that the military forces are dragging behind / 

General Freips. No, sir. We provide the atomic bomb itself and 
we provide all the hardware that goes with them. 

Mr. Putuires. Do you produce ‘the entire shell? 

General Fietps. We do produce the shell—the entire projectile that 
goes in that 280-millimeter howitzer. 

(Discussion off the record.) 

Mr. Putiiirs. That is a very good statement, General, have you 
concluded ¢ 

General Freips. Shall I tell you a little bit about the development 
side of the picture ? 

Mr. Puiiures. Yes; we would be glad to hear that. 

General Frevtps. Off the record. 

( Discussion off the record.) 

Mr. Puiutrs. General, that is a very good statement and we thank 
you very much. 

Reacror DeveLorpMeNT Program 


Mr. Puitures. Dr. Hafstad, we would be very glad to hear from 
you at this time. 

Dr. Harsrap. I do not have a prepared statement, but would like to 
hit a few of the highlights for the record. In this case my field is 
not so highly classified so can be on the record, and I will be talking 
essentially to page 31 in the revised budget. The points I want to 
make are not so much concerned with the dollars as the way the 
program has been going. 

The important developments in my program in the last year or 
vear and a half are that nearly all the reactors that we have been 
financing over the last several years have actually been successfully 
completed, and that means that our technology has been proved, so 
to speak, and moves many of the problems into the policy area rather 
than into the technical area. 

You will find as we go on that we are always getting into future 
policy considerations—national policy—with respect to reactors. 

I might highlight some of the success that I think we have had. 
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SUBMARINE REACTOR 


The most important in addition to the operation of the materials 
testing reactors and the experimental breeder reactor which generates 
electric power, for the first time in history. As of the lst of May, we 
successfully started the operation of the submarine thermal reactor. 
That is the submarine reactor. It is, however, not at full power. 
This is as we expected it to be. The nuclear part operated as planned 
and predicted. However, it will take some months, probably, to nurse 
this thing up to power. 

Mr. Puttures. You are actually making three different plants; are 
you not? You are trying to develop different methods or different 
designs. 

Dr. Harsrap. We are making several different submarine designs. 
Technically there are two radically different approaches to the sub- 
marine proble m, each of which involves several reactor cores. 

( Discussion off the record.) 


CIVILIAN POWER DEVELOPMENTS 


Dr. Harsrap. I have tried to maintain a tone of cautious optimism 
with respect to civilian power in my presentation to the committee 
here and I want to hold to that for it is important, because there is 
much talk in the newspapers these days that we have already arrived, 
so to speak, at civilian power. We seem to go in oscilations on that. 
[ want to urge that we be a little cautious because there is still a lot of 
development work that has to be done before we will really attain 
competitive power. 

Mr. Corron. Did you say a while ago that it was a matter of a 
decade anyway ? 

Dr. Harsrap. I was asked when we would have cheap power, and by 
the word cheap, I assume we mean cheap relative to what we can have 
at the present time from coal and oil. It appears that this Nation is 
particularly rich in resources of coal and oil and we already have 
cheap power. It is going to be very difficult to make nuclear power 
still cheaper. This 1s why I am cautions so far as any statements 
of getting cheap power in the immediate future. We are coming close 
to being able to make it as cheap, in certain high-cost areas 

(Discussion off the record.) 

Mr. Purturrs. The situation is the same with New England power 
and California water. They can afford to buy even at high prices 
power for certain uses. We can afford to buy water brought in from 
the Colorado River, 200 miles away, which we can use but it has to be 
a very profitable crop or a crop which justifies us to do it, but you are 

really facing what we call stationary power? 

Dr. Harsrap. That is right. 


MOBILE POWER 


Mr. Puitiirs. You really have no possibility of mobile power yet. 
You cannot put this power on a train and deliver it? 

Dr. Harsrap. No. 

Mr. Puiuies. Nor can you put it in an airplane? 
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Harsrap. No, sir: we do not see that in the ecards in the imme 
diate future. 

Mr. Pures. I think that is one of the areas in the ordinary under 
standing of the people which needs clarifying. They think they will 
have it in automobiles and trains and everything else. 

Dr. Harsrap. That is the kind of excessive optimism that we have 
to neutralize, as well as the feeling that the job is essentially done. 
It is not done, but we are in the ball park, so to speak. 

Mr. Priurps. There will be certain localities where this will be 
economically feasible, but you could not place power production plants 
anvwhere in the United States and make them economically feasible? 

Dr. Harsrap. Naturally we will look at the high-cost areas first, 
and as this committee and you are aware, we moved in on the naval 
mobile reactor program because we knew nuclear power was going to 
he expensive, but there the extra performance you get justifies the high 
cost. The next area we have to close in on would be the high-cost 
power areas in the United States, of which New England is one, but 
we are not there yet. 

Mr. Pouiures. I think that is encouraging. 

Dr. Harsrap. Yes, sir; it is encouraging, but we cannot go over- 
board. 

Mr. Putuuires. As I look back year after year—this is the seventh 
time—I think that becomes increasingly encouraging. 

Dr. Harsrap. This isthe reason that for the first time, in this budget, 
we are facing up to, and carrying funds for, the civilian power 
problem. 

Mr. Patiuirs. How much do you have in the budget for that type 
of experimental work or productive work’ You have not gotten to 
a powerplant stage, have you / 

Dr. Harsrap. As I stated, no actual reactor construction is pro 
vided in this budget. There is no money for an actual reactor pro 
vided, but we do have money for research and development and this 
is the item which we have carried under fissionable material and 
power production reactors 

Much of our work to date has been in developing the technology 
which could be used in naval reactors or in production reactors for 
production of fissionable material. Now, for the first time we can 
think about bringing in civilian power, and it is this new interest that 
accounts for the increase from $21 million to $24 million in the category 

of production and power reactor research and development. 

Mr. Puinuies. You are not interested in the medical side of the 
picture, are you 4 


AIRCRAFT AND NAVAL VESSEL REACTORS 


Dr. Harstrap. No, sir. That is in the other programs. Since we 

e looking at this page, I would like to point out that the naval vessel 
propulsion reactor program has dropped from $43 million to $26 
million, which amounts to a saving of $16 million. The aireraft pro 
pulsion reactor program has dropped from $22 million to $15 million, 
which is a saving of $7 million, or a total saving of about. $20 million 
in the operating part of the budget so far as reactors are concerned. 
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Mr. Putiuirs. That is proportionately more than you received last 
vear. You received S71 million last year, compared to $66 million 
that you are getting this year. So there is an actual reduction of only 
S5 million. 

Dr. Harsrap. The actual reduction over 1953 is the reduction to 
which J referred. 

Mr, Putuurrs. That is only $5 million. That $20 million is a reduc- 
tion from what you wanted to get. 

Hars1 AD. Well, it IS a reduction from the budget which we 
originally sent down here, which included these two reactors that I 
mentioned. 

BREEDER REACTORS 


May I make one more point? I mentioned breeder reactors, and 
the experimental breeder and the fact we had gotten electric power 
from the latter. Now, 1 wouid like to go off the record. 

(Discussion off the record.) 


REACTOR DEVELOPMENT FACILITIES 


Mr. Puinuirs. While you are here, Dr. Hafstad, we might take up 
the item on page 107 of the just ifications, 

Dr. Harsrap. In the upper right-hand corner on page 107 you will 
notice the decrease from the Truman budget from $51 million to $32 
million, or a saving of 519 million, and the $32 million is to be com- 
pared with the 1953 revised estimate over here of $42 million. 

Mr. Puituipes. That is a reduction of $10,500,000 below the 1953 
level. 

Dr. Harsrav. Then, there are some adjustments here for several 
pages, but I will now turn to page 110. 

Mr. Puitiies. Here is an interesting statement before you turn over 
to that page, which I hope Mr. Boyer has read, to the effect that favor- 
able competitive bids have made it possible to reduce the total esti- 
mated cost of phase 1 of this project, Mr. Boyer. 

Mr. Boyer. I think that is evidence, Mr. Phillips, that we are alert 
to those possibilities. 

Dr. Harsrap., On page 110, on the right-hand side you will note 
that this is in connection with the Air Force program. Whatever 
facilities are acquired, the Air Force will finance. So we pick up 
$50,000 on that. 

Mr. Puiturs. You may pick it up, but I do not know whether the 
taxpayers pick it up. You mean the Navy is going to spend that 
money instead of you? 

Dr. Harsrap. If this is done, it will be done by the Air Force. 

Mr. Puiiuires. Do you think the Air Force is more economical than 
you are ¢ 

Dr. Harsrap. No. In this case the main thing for consideration was 
that whichever agency had established most of the facilities in the 
neighborhood, ought to carry the special facilities, in order not to 
have « omplic ated bookkeeping. 

Mr. Puitiis. We can understand that. 


2490 
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Dr. Harsrap. The last large item is the engineering test equipment 
for the breeder reactors. This was for engineering scale tests, which 
we would like to start, but will have to defer now. So, that one goes 
by the board as a savings. 

2 > 

Mr. Putiuies. It seems to me you ought to get to work at that. 

Dr. Harstap. I agree—but off the record. 

(Discussion off the record.) 


LARGE SHIP REACTOR 


a Harstap. At the top of page 111 the big item is the large ship 

actor and test facilities, and I would like to make this quite clear that 
we are planning to go ahead with a large land-based prototype of a 
powerplant for one shaft of a ship. 

Mr. Pumuies. I do not think that is so unreasonable to postpone 
that. 

Dr. Harsrap. If we can’t back up the technology on this other 
basis as contributing toward a civilian power reactor, I would feel 
very hurt if we lost both of them, because this is one of the reactor 
types that is the basis of these numbers I was showing on the table. 
Here is a $12 million savings. Two million dollars is essentially a 
slowdown on the STR—the submarine reactor program. 

Mr. Puiuires. When you say “slow down on the submarine reactor 
program,” you mean of these several experiments which are going 
on all at once. You are not slowing down on the whole thing? You 
are slowing down on part of that area of research. I do not know 
whether you would call it the pilot plant, when you are dealing with 
that type of construction, but you are really not slowing down ma- 
terially on the date of success of the program ? 

Dr. Harstap. No, sir; I thought it wise to hold high priorities on 
delivery of the first successful item, but take it slow on improvements. 

The next item is the ground-testing facilities for reactors which 
eventually will be useful in the aircraft field and we will provide 
these facilities with some savings as shown here. 

I think those are all of the major items. 

Mr. Putiures. You have your Livermore reactor, do you not? 

Dr. Harsrap. For research perhaps, but not for construction. That 
is shown on page 112. That is under the San Francisco operation. 

Mr. Puiutes. They are both at Livermore? 

Dr. Harstrap. Yes, sir. 

Mr. Puiurrs. Were they two different experimental designs, or two 
different sizes, or what? You have a $5 million elimination on one and 
$500,000 on the other. 

Dr. Harsrap. One is the improvement and modification of facil- 
ities and the other is for new facilities and new construction. 

Mr. Puruurps. You are referring to the $500,000 that you have left? 

Dr. Harstap. Yes; that is right. That is for improvements and 
modification of existing facilities. The large item is the $5 million 
on engineering scale development facilities which we will look into 
again as soon as we see our way clear toward construction. 

“Mr. Prous. All right; thank you very much, Dr. Hafstad. 





Wepnespay, May 20, 1953 


Mr. Puiturps. The committee will come to order. 
We continue the hearing on the request of the Atomic Energy 
Commission for its appropriation for fiscal year 1954. 


SOURCE AND FISSIONABLE MATERIALS 


DIVISION OF PRODUCTION 


Mr. Cook, when we recessed last night you were making an effort 
to have my figures correspond to yours. Were you successful? 

Mr. Cook. Yes, sir. 

Mr. Puriirps. What page are you on now’ 

Mr. Cook. Page 20 of the revised budget. 

Mr. Puruures. Now if you will continue. 

Mr. Cook. If I may, I will give classified information off the 
record. 

Mr. Puruurps. Off the record. 

(Discussion off the record.) 

Mr. Puiuurps. Mr. Cook says it may be on the record that there 
is an increase of $5 million which shows on our statement. 

Last night you were trying to tell me there was a reduction. Did 
you get that straightened out? 


> 


PROCESS DEVELOPMENT 


Mr. Cook. Yes, sir. The reduction I was talking about was the 
reduction in total in process development. If you will look down 
under process development you will see that our 1954 column is 
$35,971,000 total. Our revised 1953 column was $39,021,000, or a 
difference of minus $3,050,000. 

Mr. Puiuurps. You had not concluded your statement? 

Mr. Cook. No, sir. 

Mr. Puiuures. Do you want it on or off the record? 

I would like it off the record. 

(Discussion off the record.) 

Mr. Puruuips. Thank you, Mr. Cook. 


PLANT AND EQUIPMENT 


Mr. Boyer. I think we should cover the plant and equipment 
items now, page 87. 

Mr. Putuuips. Are we still off the record. 

Mr. Coox. I can make a brief opening statement on the record 
and then go off the record. 

On page 87 of the revised budget the tabulation shows that for fiscal 
year 1953 we will have reductions in our previous estimate of $78.3 
million. In fiscal year 1954 we will have reductions of $126.3 million, 
or a total decrease in 1953 and 1954 of $204.6 million. 

Mr. Puriurps. What becomes of the $78 million? That goes back 
into the Treasury? 

Mr. McCarruy. That is up for reappropriation, Mr. Chairman, in 
the carryover amount from 1953. 

Mr. Coox. The net change in fiscal 1953, amounting to $78.3 
million, is accounted for by a net increase of $3.6 million at Oak 
Ridge, and decreases of $14.7 million at New York and $67.2 million 
at Hanford. 
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On page 88, for fiscal year 1954 our original budget contained a 
total requirement of $659.8 million. The revised budget is $533.4 
million or a decrease of $126.3 million. The $126 million is the result 
of decreases totaling $312.1 million and increases totaling $185.8 
million. 

Now if I may go off the record. 

Discussion off the record. ) 


Mr. Painures. Thank you, Mr. Cook. 


PuystcaL ResEARCH 


Mr. Borer. We would like to take up now physical research. 
Dr. Smyth. 

Dr. Smyru. I will make some general remarks and then let Mr. 
Johnson point out the specific items. 

Mr. Puriurpes. Dr. Smyth. On the record. 

Dr. Smyru. I would like to pick up about where I left off yesterday 
and explain something about the program as a whole. 

I take it that we accepted yesterday as established that this whole 
field was so unique in novelty and lack of practica: experience before 
1940 that the dependence upon research is even more extreme than in 
other industries. I spoke yesterday of the unfolding nature of the 
research program, that it was typical of a very new field, and that 
after we broke into such field, many avenues opened that need to be 
explored. So I would say on technical grounds the research program 
should expand, expecting that later on it would contract, after 
several vears. 

[ also want to emphasize that there is a continuous range of research 
developments, from what we call basic, through reactor, weapons, and 
so on, and the basic research feeds directly into those programs. In 
the past I think we have sometimes overemphasized the importance 
of the basic to the technical strength of the country. These are 
creat, but in some respects they are byproducts. The direct results 
are sufficient to justify the basic research program, in my belief. 

I would like to give you some speciiic examples of the contributions 
that have come from basic research to the various parts of our research 
on reactors, weapons, and so on. 

In established industries the general extent of the gap between 
research and its application is 10 or 15 vears, but in this program, 
because it is so novel and we know so little, the gap has been much 
shorter in many instances. I would like to give some examples, and 
here I will have to go off the record a bit. 

(Discussion off the record.) 

In the development of the redox process for use at Hanford, our 
total research and development costs were $24 million, of which $9 
million was spent in the Research Division. The resultant annual 
operating saving by usind the redox process is approximately $20 
million. 

ACCELERATORS FOR RESEARCH 


Now I would like to make a few general comments on these examples 
I think you can see from the various fields I have talked of that there 
are many others—chemical processing, isotope separation, and cross- 
section data. The cross-section data leads me to another question 
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that I think you raised yesterday—the question of duplication—and 
re leads me to the question of accelerators. We have talked a good 
deal about accelerators; we talked yesterday about a specific one 
We have Van de Graaff machines; we have other accelerators around 
the program. <A good many of them are working on what we call 
cross-section data. It would be very easy for someone going from 
one laboratory to another to think that there was a duplication of 
these efforts. Actually there is not. These accelerators are tools 
that are necessary to us very much as microscopes are necessary to 
the biologist. I am sorry they cost a good deal more, but even an 
electron microscope is now pretty expensive. If you see some of the 
machines in different places, it is not a duplication, even though they 
are both working on cross sections, because cross sections are needed 
for many different materials and in many different ranges of energy 

Now let me go to the accelerator program about which we talked 
yesterday. I will not repeat my explanation scientifically of why it is 
needed, but I would like to point out that we are talking here about a 
program rather than about a particular single machine. As | men- 
tioned yesterday, we have some new ideas for getting into the very 
high energy field. It is extremely imports unt for us to get into the 
very high energy field. We would like to be able to explore various 
ideas; we would like to be able to build models, and we would like to 
build actual machines. Wedo not know yet what machines we can 
build or should build. We have $1 million in the budget now. We 
would like very much to have more than that, because this field is 
developing very rapidly and there are so many things we want to 
explore. We might even want to consider actual construction. We 
might want to consider the construction of models or even an inter- 
mediate size machine and support the work in various places. 

Mr. Corron. If I may interrupt at that point, [ am only asking the 
question from my own standpoint; it does not represent any confer- 
ence with any other member of the committee, but suppose, in view 
of the possibilities of your finding at some time during the year the 
need of something on this program, we should place cither in the bill 
yr in the report lancuage to the effeet that, if you found the need to do 
something under this particle accelerator program, either ‘to construct 
a machine or something else and you could do it by shifting funds in 
this Department of Physical Research program, you would be allowed 
to do it, which would not increase the appropriation but would give 
you that latitude, would that help you in this program? Do you 
think that would be a wise provision? 

Dr. Smyru. If you are talking about actual construction, there are 
practically no facilities funds in this budget, even if you were going 
to make it more flexible. You see what | mean. There is not any- 
thing to shift from, if you are talking about plant and equipment. 

Mr. Corron. I believe you testified yesterday that even if you had 
retained the original $5 million, it probably would not have enabled 
you to do anything in the field of construction in this line. 

Dr. Smyru. It might enable us to start; it should enable us to start. 
If it developed we wanted several mode ls or even an intermediate 
size machine, it might enable us to build such models or start building 
an intermediate size machine. I think $5 million would be a very 
great help in the flexibility we would like to have in this program. 
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Mr. Puiuurps. You were not under the impression you would not 
be here in July and this was permanent, were you? 

Mr. Corron. No. I realize the committee is likely to be con- 
tinuing and something can be done in this line, but I merely thought 
if you had some flexibility even in your study which would lead to 
construction, it might be of some assistance if you had it in the bill 
or in the report. 

Dr. Smytu. That certainly would help, Mr. Cotton; but, on the 
other hand, we already have some very worthwhile projects we would 
like to construct. 

Mr. Puiturps. You could increase it 35 percent without reference 
again to the Congress or to the Committee on Appropriations; is 
that right? 

Mr. Boyer. Yes, sir. 

Mr. Puiturrs. But you could not go beyond that? 

Mr. McCarruy. You could not go beyond that. 

Mr. Pures. But out of what funds would you be permitted to 
make any transfer of any kind? You could only make them out of 
funds in this particular area of the appropriation bill, but that is a 
fairly wide area. 

I do not quite understand Dr. Smyth’s statement that he has not 
the funds from which to transfer them, if the committee should give 
you the authority Mr. Cotton is talking about, because you have 
already construction funds. 

Dr. Smyru. Perhaps it could come out of something else, of course, 
but there is not very much in the way of construction in this Re- 
search Division budget, if you confine it to that. If it is not restricted 
to that, then that would be a very great help. 

Dr. T. H. Jonson. The total construction money is $2.4 million. 

Dr. Smyro. We would have to have it more general than that. 

Mr. Boyer. It is more general. 

Mr. Corron. My question was not based on the fact you could 
only transfer funds that were set apart for construction, but funds 
that were under the general physical-research program, either for 
construction or for other purposes, might be used for research or 
construction if it would help any in this particular field. 

Mr. Pururpps. I think#veu have the money in the budget, but I 
think the limitation of 35 percent restricts it. 

Mr. Boyer. That is correct. 

Mr. Puiiurpes. That would bring you back, anyway—and I am 
saying this for Mr. Cotton’s benefit more than anything else—unless 
we actually put in the bill—not in the report but in the bill itself 
language permitting you to do that. 

Dr. Smytu. I have spoken about the way in which research goes 
through all the different divisions in its effect—the effect on the 
basic research—and it is, of course, also true that research and de- 
velopment money, principally development money, appears in the 
various divisions. But what we are talking about here is the basic 
research, and that is nearly all concentrated in the Physical Research 
Division and in the Biology and Medicine Division. 

Now may I say a little about the level of research? 
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LEVEL OF RESEARCH EFFORT 


Dr. Smyru. I think there are several criteria. There is the obvious 
one that we should do nothing that is foolish and nothing that is 
irrelevant. There is another one on the other side, that we should 
not overlook anything that looks promising, and then the one we 
talked about yesterday, that we should be sure that the men whose 
research we are supporting are not badly qualified men. 

Mr. Puaruuips. I do notithink we used the word “badly.” We 
said they were not top-flight, which might mean some are very 
capable people but not in the class you have to have. You have to 
have the best in this field. The question is do you have them? 


SELECTION OF INSTITUTIONS FOR RESEARCH 


Mr. Jonas. How do you select the institutions and the scientists 
who engage in this research work? Do you make the selection, or 
do they apply for assignments, or how does it work? 

Dr. Smytu. It works both ways, but the criterion is our knowledge 
of the quality of the people involved. 

Mr. Jonas. You do not engage in any of this so-called log rolling to 
divide the work up so that every section of the country will have 
some of it? 

Dr. Smytu. No, sir. 

Mr. Jonas. Could you tell us what proportion of the research work 
is directed toward what I would call the purely civilian phase of this 
field as distinguished from the phase that has something to do with 
the military? 

Dr. Smyru. In this area of basic research, it is almost impossible 
to make that distinction. I have talked about the measurement of 
cross sections, for example. Those are very necessary for the con- 
struction of civilian power reactors, for the construction of the Navy 
submarine reactors, and in some cases for actual weapons. 

Mr. Jonas. You could not divide it up, then? 

Dr. Smytu. | think it would be very difficult. 

Mr. Boyer. Mr. Phillips, these figures were presented on page 38, 
and there is a reduction, as you notice, of $4,648,000 under the budget 
as presented in January. The $38.9 million that has been explained 
brings us back to the 1953 level, and that will be maintained. 

As far as plant and equipment is concerned, there is $1 million 
additional which has been discussed rather fully, and the other one 
there was a request of $2,430,000 shown on page 114. Dr. Johnson 
has prepared a statement on this which could go into the record. 

Dr. T. H. Jonnson. Funds budgeted for physical research provide 
for theoretical and experimental investigations in those fields of 
physics, chemistry, and metallurgy which contribute to the develop- 
ment and use of atomic energy. The research program is addressed 
to the solution of scientific problems arising in the plants and to the 
acquisition of basic knowledge to support future progress. 

Approximately 60 percent of the operating cost for the physical- 
research program is attributable to basic studies. The balance of the 
cost can be ascribed to the research effort directed toward specific 
problems arising in the program; 64 percent of the research program 
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costs are attributable to research carried on in the national laborator- 
ies and 36 percent is attributable to the research contracted to univer- 
sities and other institutions. Minor amounts are provided for isotope 
distribution, computations, and university cooperation and training 
at Oak Ridge. 

Under the radioisotope production and distribution program, the 
Oak Ridge National Laboratory supplies these materials at cost to 
research workers mainly in medical and biological fields. and in smaller 
amounts for investigations in the physical sciences and in engineering 

The research in the physical sciences (1) provides a sound scientific 
basis for current and future technical advances in atomic energy, (2 
gives specific answers needed for the solution of current engineering 
problems, (3) trains scientists needed in the program. The latter is a 
byproduct of the first two. The budget shows the funds designated 
for physics, chemistry, metallurgy, and mathematics. The physics 
research is concerned mainly with the atomic nucleus, neutrons and 
other forms of radiati m. Including work jointly supported by the 
AEC and the ONKR this program represents substantially the entire 
research effort in the United States in this field. 

o xty-seven percent of the physic s-research costs are designated for 
the national laboratories and 33 percent for university laboratories 

The chemistry research relates mainly to processes used by the 
AEC for recovering uranium from its ores, for the separation of 
isotopes and for manufacturing fissionable material. It also includes 
corrosion and the decomposition of materials by radiation, both of 
which occur in reactor operations. 

The metallurgy program emphasizes: 

(1) Materials of unique interest to the AEC, such as uranium, 
plutonium, and thorium; (2) materials of possible future value to 
the AEC such as the rare earth elements and zirconium and vanadium; 
(3) effects of radiation on materials; (4) the fundamental properties 
of metals; (5) corrosion of materials used by the AEC, and (6) alloys 
and intermetallic compounds of use to the AEC 

Fifty-three percent of the funds for metallurgy will be used in the 
national laboratories and 47 percent in private institutions. 

The funds for mathematics are to operate a central computer used 
by reactor and weapon designers in various parts of the AEC program. 


BIoLOGY AND MEDICINE 


Dr. Bucuer. With the rapidly espanding character of the atomic- 
energy program, the responsibilities and duties of the Division of 
Biology and Medicine have similarly become more complex and varied 
The present budget represents the minimum adequate plan for the 
considerably increased program demands in the Division, covering 
the requirements of the more extensive weapons operations plus the 
research essential to the expansion program now under way. 

Essentially this budget represents the base program now in operation 
augmented somewhat by an acceleration of research on highly toxic 
substances foreseeably involved in the present weapons and fissionable- 
materials production programs. Beyond an anticipated increase in 
operating cost over the present year of approximately $600,000 for the 
Argonne Cancer Research Hospital as it now reaches full activity, an 
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additional $300,000 is estimated to meet the requirements of the total 
program in biological and medical research and construction. 

The total figure of $26,956,000 for fiscal year 1954 includes $391,000 
for construction and $26.6 million for operation and has been achieved: 

1) By eliminating all construction save that associated with necessary 

maintenance and modification of existing structures; (2) by repeated 
review of the entire research program to reduce or eliminate support 
for the less pertinent or productive projects; (3) by stress on the need 
to keep costs at a minimum while holding to the essential program 
objec tives. 

Among the notable accomplishments and outstanding activities of 
the current fiscal year are the following: 


1. WEAPONS EFFECTS 


The Division has sponsored in the planning stage and is participat- 
ing in the execution of an extensive program of atomic we apon e€ ‘ffects 
on structures and biological materials. The technical information 
not only serves our broad medical and biologic requirements but will 
materially benefit the Federal Civil Defense Administration in its 
planning. 


2. STUDY OF FALLOUT FROM DETONATIONS AT ENIWETOK AND NEVADA 


Not only in the continental United States, but especially for the 
Eniwetok tests last autumn, an extensive network of sampling stations 
to measure the amount of radioactive material reaching the earth 
has been operated. In that operation, the measurement and docu- 
mentation of the fallout were performed for the Pacific Trust Terri- 
tories and all of the major islands of the Pacific north of the Equator. 
With the cooperation of the Department of State, the United States 
Weather Bureau, and the Air Force Weather Service together with 
the air support of CINCPAC (Commander in Chief, Pacific), scientific 
personnel of the New York Operations Office, using new and unique 
instruments designed for this purpose, were able to accomplish this 
mission 

As a result of these operations it could be certified that no populated 
island had been exposed to a significant radiation hazard. 


3. PUBLIC HEALTH INFORMATION 


Through an appropriate communications network, State health 
directors are being kept informed of predicted events in the present 
test series in Nevada so that they will be in a sound position to advise 
their constituents. 

4. CANCER RESEARCH. 


The dedication of the new Argonne Cancer Research Hospital on 
March 14, aos emphasizes the consistent prosecution of the long- 
range program in biology and medicine wherein the greatest values 
will ultimately he found. This institution, unique among the cancer- 
research centers of the world, completes the Commission’s major 
installations for the study of the causes and teatment of this disease 
in which the Atomic Energy Commission has such a special interest. 
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The use of neutrons in the neutron-alpha reaction with boron—10 
for the teatment of brain tumors at Brookhaven National Laboratory 
has continued to progress. 


5. RADIATION SICKNESS. 


Substantial progress has been made in the understanding of this 
highly complex problem and the technique of treatment has been fur- 
ther improved. 

6. PHOTOSYNTHESIS. 


Research projects at several universities as well as in the national 
laboratories have materially advanced our knowledge of the conversion 
of solar energy in the formation of organic compounds from water and 
carbon dioxide. It is our expectation that eventually the use of nuclear 
energy for primary power will be supplemented by solar energy through 
photosynthesis to make the building blocks for the synthetic chemist. 


7. AGRICULTURAL SCIENCES. 


A joint program with the Department of Agriculture for the manu- 
facture of fertilizer containing radioactive phosphorus has resulted in 
new and accurade knowledge concerning the use of fertilizer. It is 
estimated that over a million dollars in fertilizer costs will be saved 
the farmers of North Carolina alone in this year through the increasing 
application of the new knowledge. 

Research conducted in several State colleges and universities for 
this program has shown that plants may be directly fertilized by the 
application of urea to the leaves. 

By using radiation to increase mutation rates of plants, several 
promising strains of peanuts and field corn have been obtained and 
these have been released in selected areas for field testing. 


8. ENVIRONMENTAL MEDICINE 


Good progress has been made in measuring and developing methods 
of reducing the inhalation hazards of uranium mining in the United 
States. By improved techniques a survey of the accumualtion of 
radium in the body from various natural sources is being made. 


OUTSTANDING OBJECTIVES OF 1954 PROGRAM 


The effects of radiation are exceedingly complex and may vary from 
genetic changes involving future generations to the shortening of life 
expectancy and the incitement of cancerous changes in those of the 
present generation. The fundamental complexity of these problems 
is enhanced by their wide ramifications. These considerations may 
prove to be the controlling factors in the use of atomic energy. ‘The 
establishment of tolerance criteria, the evaluation of the intrinsic 
hazards of various processes, and the health implications of developing 
technologies all come within this general area of concern. 

The biological and medical-research programs in the national 
laboratories and in Commission supported projects in universities 
throughout the country are geared to these basic problems. Out- 
standing features of the program are: 
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1. Research on the toxicity of new substances entering the AEC 
expansion program and on materials previously utilized in small 
amounts but which now appear likely to enter in gross quantities. 

2. Increased emphasis on problems associated with radioactive 
particles, especially when inhaled. 

3. Orientation of research to yield firm information on the manner 
and degree to which alteration of the environment may limit atomic 
energy activities. 

4. Ecological studies of the Savannah River area as well as those 
of the Columbia River will be continued. 

5. Special emphasis on the most promising leads in the application 
of nuclear energy to specific diseases. 

Continued study of the fundamental mechanisms involved 
the effects of radiation on living cells. 

Continuation of technical services to various governmental 
agencies, especially the Federal Civil Defense Administration, dealing 
with effects of atomic weapons on structures and populations for 
civil defense and disaster planning. 

8. Continuation of the close cooperation and consultation with the 
National Institutes of Health, the United States Public Health 
Service, the United States Weather Bureau, and other interested 
agencies to insure the most effective prosecution of the scientific 
research program. 

SUMMARY 


The biological and medical research program and its budget are 
the product of planned development over a period of several years. 
It has grown from the thinking and advice of the outstanding scien- 
tists of the country. It reflects a steady accretion of trained person- 
nel, the development of young scientists who now are becoming 
part of the scientific strength of the country, and a broadening 
awareness of the applicability of the specialized techniques which 
form so important a part of our unique technology. 

Mr. Puriuips. That is a good statement. 

Dr. Bucuer. What we are speaking about is the budget presenta- 
tion which calls for operating funds of $26.6 million and a construc- 
tion sum of $391,000. ’ 

Mr. Puruuies. The request is for $26,565,000, which is the same 
as the request in the original budget? 

Dr. Bucuer. Yes, sir. 

Mr. Tuomas. And what is the construction money? 

Dr. Buacuer. $391,000. 

Mr. Puiiures. The request for the current fiscal year, 1953, was 
for $25,200,000, and that amount is what you expect to spend? 

Dr. Bucuer. That is correct. 

My remarks are already in the record as far as the major statement 
is concerned. ‘There are some illustrations I would like to bring up 
which I would like to be off the record. 

Mr. Puiuuies. First, turning to page 118, to get Mr. Thomas’ 
question in the regular order, the request in the original budget was 
for $391,000? 

Dr. Buauer. Yes, sir. 

Mr. Parties. And that is the amount for which you are asking? 

Dr. Buaener. Yes, sir. 
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Mr. Pururpes. And in the current year you expect to spend 
$856,000. 

Dr. Bucuer. That is correct. 

Mr. Puiturpes. You must have had some money left over. 

Dr. Bucuer. No. We do not anticipate any being left over. 
But the way in which we have arrived at this present figure has been 
to eliminate all new construction requests for 1954 and to review the 
entire biology and medicine research program from the standpoint 
of either eliminating or reducing research activities that are relatively 
low in productivity or are less essential to our objective and then, 
third, a very strong effort to keep down the cost but to maintain 
the program which is required. 

Mr. Puitures. In general, you have approximately $3 million 
going into cancer research? 

Dr. Bucuer. Yes, sir. 

Mr. Puiuurps. And approximately $7 million going into general 
medical research, $11,250,000 going into biological research, $4.5 
millior going into biophysics, and a request for $706,000 for university 
and special training. 

I think you had better give us a thumbnail sketch, not in too 
much detail, of just how you expect to spend that amount of money, 
which amounts in total to a considerable sum. 

Dr. Bucuer. The entire sum has been arrived at on the basis of 
the base program we now bave actually in operation. 

Mr. Puiuitps. Are you spending it through your own employees 
that is, through your own scientists or research men—or are you 
subventing that to colleg: 

Dr. Buener. Approximately $7 million of this would be used in 


university-supported research. The rest would be expended en- 
tuely by the AEC immediate projects 


SELECTION OF INSTITUTIONS FOR RESEARCH 


Mr. Puiuuies. Answering Mr. Jonas’ question, then, how do you 
determine to which universities to give the $7 million? 

Dr. Bucuer. Essentially on the same lines that Dr. Smyth has al- 
ready testified to. We are, in general, approached by investigators 
through the university authorities for assistance in certain types of 
specific research which they desire to undertake. We examine those 
requests ourselves from the standpoint of applicability and pertinence 
to our base programs. 


COORDINATION OF BASIC RESEARCH 


Mr. Putiuips. Do you make your own decisions without consulta- 
tion with the National Science Foundation? 

Dr. Bucuer. With consultation with experts in the fields concerned 
variously over the country. 

Mr. Dean. I think it should be added that in the case of biology and 
medicine money, those are all screened by the Advisory Committee 
on Biology and Medicine. Is not that true? 

Dr. Bucuer. That is correct. 

Mr. Dean. Headed by such people as the head of Johns-Hopkins, 
and Dr. Shields Warren, who is coming back with us to serve on that 
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committee. A very distinguished group of people in this field screen 
every one of these applications. 

Mr. Paiuurps. May I say that is exactly what the National Science 
Foundation says they do, and they want an awful lot of money to 
bring in these expert teams to assure us there is no duplication. 

I think it should be borne in mind that our concern is to determine 
just what relationship there is between the National Science Founda- 
tion and the other agencies of the Government which they are supposed 
to coordinate. 

Dr. Bucuer. I think I can answer that. The National Science 
Foundation at the present time is not attempting to coordinate work 
in the field of medicine. It is undertaking coordination of basic work 
in physical sciences and biological sciences, but not specifically in 
medicine. 

On the second point, in regard to the general coordination of the 
programs, we have been doing that with the various research agencies 
engaged in medical as well as biological research under an arrangement 
with the National Research Council, so that we are informed and kept 
informed as to what the various other agencies are doing. ‘That fune 
tion will be assumed, I think, by the National Science Foundation. 

Mr. Patuures. | think our questions in the past have concerned 
the results you are getting. Are you getting any results that show? 

Dr. Bucuer. Yes. | would like specifically to bring out some 
things we have accomplished with the funds you made available last 
year and what we feel we must accomplish in the year right ahead. 

The matters in which we have been engaged vary greatly. Many 
of them do concern the weapons program, and during this past year 
the Division has sponsored and assisted in planning and is engaged in 
carrying out one intensive program on the biochemical effects con- 
cerned with the weapons-test series now going on out in Nevada. In 
this activity it has brought together the needs of various agencies for 
information along these lines, notably the Federal Civil Defense 
Administration which comes into this picture. And the Division has 
been able to outline a program which meets their needs as well as 
those that are distinct and peculiar to the Atomic Energy Commission 


FALLOUT FROM ATOMIC EXPLOSIONS 


In connection with the problems of weapons testing, including the 
operation we talked about last November as well as the current ones 
out in Nevada, we found it necessary to determine the amount of 
fallout material deposited over the populated areas. In the case of 
the Pacific operation, this survey was extended to the entire globe 
with the exception of certain areas, and I have a chart here which will 
show vou the distribution of the stations which were activated for 
the collection of fallout material in connection with the operation in 
the Pacific last fall. In this operation various agencies did take part. 
We were dependent on the Weather Bureau, the Navy, the Air 
Weather Service, and other agencies for this information. The pins 
give you the picture of the distribution of the collection stations which 
were set up, many in cooperation with the Department of State in 
order to get these at the various places outside the United States, and 
they do cover all of the major land masses of the world, including 
one station in northern Greenland 
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Included in this operation was a complete coverage of the Pacific 
islands involved in the Trust Territories of the Pacific. We were 
requested to undertake this. In order to do it with the funds and 
the people we had available, it was necessary for the New York 
Operations Office and the laboratory there to develop and actually 
produce instruments which previously did not exist, such as you 
find here illustrated, which could be airborne and give us survey 
results of large areas with a small expenditure of time and manpower. 

Mr. Purutres. How sensitive are they? 

Dr. Buauer. Extremely sensitive—so much so that it is possible 
to record while flying at 500-foot levels as low as about 0.05 milli- 
roentgens (a milliroentgen being 1/1000th of a roentgen) on the 
ground. So that this survey was of sufficient delicacy and accuracy 
that we could certify that no populated island in the entire Pacific 
had been exposed to radiation which would exceed the permissible 
level for human beings. 

Mr. Anprews. What do these pins represent? 

Dr. Bucuer. These pins represent actual stations collecting fall- 
out. Most of those were stations that employed gummed paper, and 
each 24 hours a new paper would be exposed. 

Mr. Anprews. Those would be, I presume, for explosions and 
tests of various kinds to see if the wind had carried radioactive mate- 
rial and the amount resulting from explosions as observed in all of 
those places where you show these pins. 

Dr. Bucuer. Yes, sir. 


EFFECT OF ATOMIC EXPLOSIONS ON WEATHER 


Mr. Anprews. May I ask a question about which I have heard a 
great deal of discussion? Could there be any connection between 
these tests you had out in New Mexico and these tornadoes that 
have been ripping through the southwestern section of the country 
and the excessive rainfall we have had in the southwestern and 
southeastern sections? 

Dr. Bucuer. In regard to the Nevada tests, we have been unable 
to detect any effect on the weather from the detonations in that 
section. 

Mr. AnpreEws. Is it possible that these tests caused these tornadoes 
or excessive rains? 

Dr. Bucuer. We cannot see any evidence of that at all. We have 
operating at the present time weather stations in cooperation with 
the Weather Bureau collecting fall-out and observing these conditions. 
We are unable to detect any effect on the weather pattern in the 
United States from the Nevada series. 

Mr. Anprews. Well, we have had more tornadoes in the last 6 
weeks in the southwestern and southeastern sections of the United 
States than ever before, I guess, and you had more tests in New 
Mexico in the last 6 months. 

Dr. Bucuer. That is true, but it is also true that the fall-outs from 
these tests have not gone to the Southwest. There has been an unu- 
sual freedom in these series of tests in fall-out into California and the 
States along the Rio Grande. It has been abnormal in that respect 
because all of our trajectories have gone eastward. 
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Now, that is the picture for last fall. I would like to make clear 
that the pins shown there were operating during the autumn and 
continued to operate for over 2 months. 

(Discussion off the record.) 


ATOMIC FALLOUT IN ST. GEORGE, UTAH 


Mr. Corron. Do you care to comment on the report this morning 
about the town in Utah which developed a radioactive cloud? 

Dr. Bucuer. | think I can give you the answer to that. I was on 
the telephone the night before last and during yesterday at times 
about this. The town of St. George in Utah, directly east of the test 
site, was subjected to a comparatively small amount of fallout from 
the detonation yesterday morning. ‘The amount falling on the town, 
while not at all dangerous to anybody, nonetheless was of such amount 
that we desired to minimize the exposure of people. So they were 
asked, for example, to have the school children stay indoors for about 
3 or 4 hours and for the populs ition generally to remain indoors at their 
work during that time. This is an easy way of reducing exposure 
by a factor of about 3. 

Mr. Corron. What do you mean by a factor of about 3—one-third? 

Dr. BUGHER. To one-third; yes. The roads nearby were blocked 
for a time; the automobiles passing on those roads were measured, 
and when any of them showed any significant contamination, they 
were given a car wash free of charge. 

Mr. Corron. You say it was not harmful, but would there have 
been any effect on the children had they disregarded your injunction 
and been out in this cloud? 

Dr. Buauer. No, sir. But if they had disregarded the injunction, 
while we would not have been able to demonstrate any harmful result, 
the figure would have been above the figure which we have established 
for our own operations as a very conservative level of safety. We do 
not wish to expose any part of the population to any levels which 
are in excess of the working levels which we employ. 

Mr. Jonas. What do you mean when you say you measured a car? 

Dr. Bucuer. We have teams established not only in St. George, 
but mobile teams along the road with Geiger counters to measure the 
intensity of the fallout, and a car passing a stretch of road which 
has been subjected to fallout will pick up on its tires dust from the 
road and will actually collect it as it goes along and carry quite a large 
amount of such dust along with it in the tread. 

Mr. Tuoomas. Doctor, what part of your $25.2 million which you 
had for fiscal 1953 have you spent on those tests you have just been 
describing in setting up those collecting stations? 

Dr. Bugher. Actually in 1953 we had no separate funds for that, 
and this amount was carried in the funds available to the Division 
and with the active cooperation of other agencies so that additional 
funds were not requested. The total cost of that operation we are 
unable to give you, because, for example, the air support was contri- 
buted by the Nav v, the commander in chief of the Pacific; the Weather 
Bureau asked its people to put in a little extra time and collect air 
material and send it to us. 

Mr. Tuomas. How much did your Division of Biology and Medicine 
spend? 
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Dr. Bucuer. I would estimate in the neighborhood of between 
$300,000 and $400,000 total. 

Mr. Tuomas. Were any other Atomic Energy funds put into that 
project, other than this $300,000 or $400,000 of this appropriation 
for Biology and Medicine? 

Dr. Bucuer. It is difficult to answer that. I would say probably 
no, because we asked people to add to their regular duties who were 
concerned, for example, with the test operations themselves, and we 
draw on the test organization which, as vou know, is set up with 
additional special funds to assist in some of these things. 

Mr. Tuomas. Where will you spend the remainder of your $26.5 
million for 1954? You spend $7 million of it at universities. 


INSTITUTIONS CONDUCTING BIOLOGY AND MEDICINE OFF-SITE RESEARCH 


At this point, I wonder if vou will insert in the record a list of the 
universities and the amount you spend at each. 
(The information follows.) 


Division of Biology and Medicine, institution and research project s ipport 


RESEARCH CANCER 


iid in treatment of tumors 
uncer therapy 
of gamma ray as a therapeutic agent of carcino 


MEDICAL RESEARCH—GENERAI 


hemical and nutritional aspects of X-radiation 
Beth Israe) Hospital Long-term effects of radio-iodine administration in 
humans 
Boston University School of ‘ Effects of sublethal doses of ionizing radiation on dogs 
cine 
Boston University Effect of irradiation on small blood vessels of hamster 
ind dog 
Do Effect of irradiation on transplanted or recenerated 
idrenocortical tissue in rat 
California, University of Induetion of thyroid cancer after administration of radio 
tive iodine 
Chicago Medical Scho Study: Latent tumor cells as produced by beta radiation 
ind comparison of latent tumor state with that pro 
dueed by chemical carcinogens 
Chicago, University o Studies on mechanism of action of ionizing radiations 
Do Investigate mechanism of antibody synthesis by tracer 
technique 
Do tadiosensitivity of the lymphoryt« 
Do Bacteriological aspects of radiation sickness 
Do ffect on gastric tissues of irradiation therapy in peptic 10. 00 
ulcer 
Do ‘ Effect of localized X-irradiation on antibody formation , 000 
ind antigen localization 
Children’s Hospital, Boston Study: Possible factors in regeneration of hematopoietic 2, 000 
tissue in aplastic anemias idiopathic and secondary to 
radiation injury 
Children’s Hospital of Buffal Nucleic acid metabolism in liver and effects of radiation 5, OU 
Children’s Medical Center ton Nature of bleeding in pancytopenia , 000 
Cincinnati, University of Research on the biological effects of beryllium and its 5, 000 
compound 
Colorado, University cf Bacteriophage and radiation mechanisms 25, OO 
Columbia University Changes in permeability of normal, poisoned and 5, 000 
irradiated nerve fibers 
Do ‘ Turnover of specific proteins, protein fractions and 000 
nucleic acids in normal and malignant human testis 
and kidney 
Do Effect of exposure to radioactive material and X-ray , 000 
irradiation on nerve tissue 
Creedmore State Hospi'a Relationship of human skin types to blood types and 000 
related studies in mechanism of thermal injury 
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Division of Biology and Medicine, institution and research project sup port—Cor 


New York University 


Do 


li 
Do 
Do 
Temple University 
Tennessee, University of 
Do 
Do 
Tennessee, University of, School of 
Medicine 
Tufts College 
Tulane University 


Do 
Do 


Utah, University of 


Utah, University of, School of Medi- 
cine 


Vanderbilt University 
Virginia, University of 
Wake Forest College... 
Washington University 

Do. 

Do... 

Do 
Washington, University of_--- 


Do 
Do... 


Project title 


MEDICAL RESEARCH ENERAI continued 


Influence of 


particle size on retention of mist particles 
in the human respiratory system 
Influence of ionizing radiation on enzyme systems 


rransfusion of bone marrow into rabbits after total body 


sa iation . 


beryl! 

Effects of i n on the functional capacity of tissues 
ind fac 1at may influence their recovery 

Sludic I 1 ion-induced cataract 

Diagnost ( rapeutic use 0 idioisotopes in ex- 
nerimental medicine 

Further de yment and utilization of radioactive dyes 
in diagnosis of brain tumors 

Studie t lism and biogenesis of histamine 


Study of effe f X-irradiati I i-free (GF) rats 


Radioac e metabolisn mones 


on cultivation and 
llular element 


ch kk sterol and ketone | 


in trauma, depletion and repair 
tion oni red spectra of neutral 


} relationship 
mmune response with 
rs which increase the radiore¢ 
I sp 
f protection against radiation 
terol and liy tein metabolism 
Program for patient care in radiation therapy 
1) Bioch ical asnects of pulmonary disease in ber 
workers (2) clinical investigation of biiol 
hazards of beryllium 
ric’ ] effect of radiation and related biochemical and 
physic] 
Metabolism of steroids utilizing radio-carbon labeled 
com pounds 
Reletion of rickettsial and viral infections to radiation 
injury 
Blood volume and blood turnover in ceses of head injury 
as determined by Fa: labeled red blood cells 
In vestige tion of breakdown products of para-aminoben- 
zoie ecid after radiction by X-rays 
Absorption and intermredi-ry metabolism of calcium 
Origin and fate of thiocyanate ion in metabolism 
Mete bolism of radiosctive ell 
Physiology of witer and ionic bilance in monkeys sub- 
jected to whole body radisetion 
Study of relation of radiation on reactions associated with 
growth 
Turnover retes of chlorire and ruhidium under con- 
trolled dietary and therapeutic conditions in patients 
with chronic congestive heart failure 
Metabolic exchange of tissue electrolytes 
Influence of radiction injury on physiclogy of serum 
| lipids with perticuler reference to functicn of the liver 
| Metabolism of trace elerrents in animels and man with 
| specific reference to their role in erythropoiesis 
| Effects of ionizing radicticn upon electrclyte and water 
belance, blood volurre and nitrogen metabolism in 
dogs. Therapy of acute radiction injury. 
Absorption end met*bolism of lipids and alterations 
which occur in ecute radi tion injury 
Metsbolic exchange of racixective phosphorous and 
potessium in isole ted cell systems. 
Distribution and turnover of sodium and potassium in 
acute infections. 
Effects of agents used in treatment of cancer. 
Synthesis of nucleotides and related compounds 
Relationship between radiation damage and the im- 
mune state. 
Enzymatic mechanisms of glycogen synthesis 
Studies related to blood preservation 


| Isotope study in iron metabolism 


| Endocrine and other factors governing incorporation of 
| radioactive amino acids into tissue protein in vivo. 


wutograp study listribution and retention of 





O00 


ADO 


000 


5, OO 
2, 000 


6, 000 
15, 000 
13, 000 
10, 000 





Division of Biology 


Institution 


Washington, University of 


Reserve University 


na, Universi 
le, Me ri 


n University School of Medi- 


1 Institute 


e Thompson Institute 


oklyn, Polytechnic Institute of 
wn University 

lifornia Institute of Technology 
Do 


fornia, University of 


Do 
Do 


Do 
Do 
Do 
Do 


Do. 


| eee ninoweesaila 
Chicago, University of- 
Do : alse 
Clemson Agricultural College... 
olumbia U niversity 
Do 


Do... 
Connecticut Agricultural 


nent Station. 
Cornell University 


Experi- 


Delaware, University of 
Department of Agriculture 


Do... 


As owiaiiar , 
Department of Interior. _* 


and Medicine 
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institution and research project suppor 


MEDICAL RESEARCH-—CENERAI 
irbon-14 labeled diet! 
netabolism in body 
biological effect 
} 


Dp 


ind related rad 
} 


d pathologica 


neorporated radioactivity on the » 000 


f bacteriophage 


‘ ediary metabolism 
compounds in perfused orgar 
humans 
Effects of ionizing radiations on 
functions thionine in | 
Physiolo il function and hist 
roids irradiated with radioactiv 
Effect of irradiation of brain on lea “da 1 
ior of monkeys and 
effects of rad 


adrenocortical 


of erg 


ration of 
lism ol 


BIOLOGICAI 


udy of cle « ion in fu i 
Blood-group-specific hemagglutir 


Use of tracer fungicides in protecting p] 
disease 
F rs influencing the solubility « 


lexes 100 


ple 
The role of the intestine] flora in radiation injury l 01 


Biologic | synthesis of protein with use of isotoy 15. 000 

Genetic and cytological effects of high energy radiatior 45, 000 

Effect of radiation on work capacity and longev 
dog. 

Tracer and enzymatic studies on metabolism of plants | 
and bacteria | 

Studies tn absorption and distribution of herbicidal 9, 500 
chem ic* ls—plants | 

Micronutrient element nutrition of plants | 12, 500 

Studies of the mode of action of organic insecticides 6 500 

Study of ion absorption in plants 10. 500 

Sites and mechanisms of action of physiologically- 
substances 

Intermediary metabolism of organic compounds and 
biologie] synthesis 

Study of plant virus via study of normal plant proteins 15, 600 

Effect of blue and dark red light upon reactivation of | 7, 700 
ultraviolet treated photosynthetic microorganisms. 

Biosynthesis of radioactive drug compounds 30, 000 

Action of maleic hydrazide as plant growth regulator 8, 100 

Population genetics of species of drosophila | 15, 000 

Nucleie acid and protein synthesis in individual cells 7, 850 
and chromosomes. 

To identify precursors and end products containing 6, 500 
radiocarbon, in studies of the role of glucose, ascorbic 
acid, etc., in metabolism 

Therapy of plant disease by nuclear radiations 


ity of the & 000 


23, 000 


10, 000 


40, 000 


3, 600 


Cytological and genetic studies of bactcria as related to 
effects of radiation, 

Radiation effects upon haploids and diploids of habro- 4, 550 
bracon. 

Improvement of soi] management and crop production 
through investigations with isotopes. 

E flects of radiation on chickens, with special reference to 
egg production, fertility, and other physiological 
factors. 

Embryonic metabolism and internal radiations 

Survey of accumulation of radioactivity in salt-water 
fish, 


5, 000 


180, 000 


37, 500 





32, 000 
25, 100 





Johns Hopkins Un 


Schor 


Kansas, Un 
Kentucky, University of 


versity of 


Long Island Biological Association 
Louisiana State University 
Do 


Do 


Massachusetts, University of 


Marine Biological Laboratory 
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nstitution and research project support 


ESEARCH 0 mued 
potentialities of liver nucle 


Shell formation in mollusks studied by radic 
ting absorption ve pho 
hizal and nonmycorrhizal roots of 
effects of known B vitamins and unidenti- 
tor in liver on radiation injury in the 


nfluer 0 xygen le vel nd temperature on 
f ionizing radiation 

itration of mineral] clements in fetus and r 

) to placental transfe thre 


thiamine and thiamine 


study of land-us 
i warm-b] 
ah Rive ation reas 
labelin 
ninerel 
land bealthy ern \ te pine 
miner 


bon-14 in metabolism 


itlonal Dioc mistry on ti 
and amino acid 
Content in hur tissue of 1] trace elements 
Intermediary metabolis n of carbohydrates 
Influence of radiation in altering incidence of mutations 
in Drosoy hila 
Specific immob 
mecium Aurelia 
Mechanism of the combination of antigen and antibody 
Immunochemistry of Paramecium Aurecia 
Metabolism and physiology of roots 10, 00 
Study of lifetime sickness and mortality and progeny 140, 00 
effects resulting from exposure of animals to penetrat- 
ing irradiation. 
Nucleic acid metabolism 
Synthesis and dissimilation of bacterial nucleic acids 
Metabolism and functional significance of cobalto-pro- 
tem 
Purification ef intrinsic factor in gastric juice 
a) Transformation of FE. coli PF from virus sensitive to 
virus resistant, or vice versa; (b) chemical and nutri- 
tional studies of bacterial viruses 
Modification through the use of supplemental environ- 
mental factors of the frequency of gene and chromo- 
some changes induced by X-ray, ultraviolet light and 
nitrogen mustard 
Part played by adrenals in the ability of rats to with- 
stand radiation effects 
Study of relative diffusion rates of isotopes from capil- 
laries 
Autoradiographic study of distribution of radioisotope 
labeled synthetic organie insecticides in relation to 
insecticidal resistance to these compounds by the 
housefly 
Radium chloride and hemopoietic physiology of rodents 
Protective effect of certain chemicals on the sensitivity 
of plant chromosomes to ionizing radiation 
Adaptive value of experimental populations exposed to 
radiations 
Effects of radioisotopes on the developmental stages of 
trematodes 
Effect of biotin on acetate utilization and lipide synthesis 
by microorganisms 
Investigation of the physiology, genetics, and host-para- 
site relationships of plant pathogenic fungi by use of 
radioisotc pes 
Effects of ultraviolet radiation on phosphate turnover of 
yeast cells in the presence of galactose 
(1) Studies on the physiology of marine organisms using 
radioisotopes; (11) Investigation of the biochemistry of 
cell nuclei using radioisotopes 


netabolism of vitamins 


zation substances (antigens) of Para 
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Division of Biology and Medicine, institution and 


Institutior 


RIOLOGICA 


Metabolism of radioact 
ing ruminants 
Nature and function of 
izoic acid by D-lysin 
hacillus arabinosus 17-5 
Metabolism in animals 
from fission, 
lrransmethylation in plat 
Absorption and utilization 
plied to leaves 
Hormonal and nutritional fact 
biological half lives of cal 
tals 
Estimation of the rate of muta 
Studies in lipid metabolism 
tracers 
Study of milk formation 
id 
Do “ fT radioactive 
micro-organis 


ouri Botanical Gardens I stigation of natur 
ity ol 


rranslocation 

Crenetic nature ol 

Chemical-biological coo 
Tects of the 


{ the effect o 


effect of radiations 
il elimination of 
in drosophila by the 
Study of protection of 
studies on the physiol 
trolyte balance i 
Physiology and gene 
organisms whet 
radioisotopes 
Effects of radiation on plant 
Isotope investigation of the 
tion in bacteria 
Study of effects of 
capillaries 
Study of the 
wth reg 
Vitami 


Mode of action of label 7 lichloroph 
icid and isopropyl N-pher bam 


Investigation of lactose sv 


mogenates 
on the cytology and 
yanisn 7 
weanization of norm 
Al cus 
Synthesis of isotopie carbon 
chemistry 
Study of nal and virus-infe 


fusion chat 


of radioactive 


with empta 
Penicillium 
molds 


Physiology of 





Division of Biology and 


Institution 


Reed College 
Do 
Rice Institute 


Roscoe B. Jackson Memorial Labo- 
ratory. 


Rutgers University 
Do 
Smith College 
Smithsonian Institution 
South Carolina, University of 
South Dakota State College 
Southern California, University of 
Southern linois University 
Southern Research Institute 
Do 
Stanford University 


racuse University 


Tennessee 
dustrial 
Texas Ag 
College 


Texas, Unive 


Agric 
State ¢ 
ricultura 
rsity of 

Do 
Do 
Union College 


Utah State ultural College 


Do 
Utah, Univer 


Agri 


Do. 
Virginia Polytechnic Institute 
Washington State College. 
Do. 
Do 
Do 
Do 


Weste 
W isc 


serve Univ 
Liversily ol 


Re 


msin, t 


ersity 


Do 
Do 
Do 


Do 


Do 
Wyoming, University of 
Yale University 

Do 

Do 


Do 
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Project title 


BIOLOGICAL RESEARCH—continued 


Biochemical synthesis of peptide bonds : 

Effect of ionizing radiation on biochemical compounds 

Physiological action of relaxin and related studies on 
cellular metabolism. 

Maintenance of a genetically controlled colony of mice to 
insure the availability of strains of known constitu- 
tion to AEC institutions and contractors. 

Histological and physiological effects of irridation on 
Tradescantia Paludosa } 

Distribution and accumulation of radioisotopes of physi- 
ological importance in shellfish. | 

Studies on effects of neutron radiation on chromosome 
and gene changes in datura 

Biochemical investigation of radiant energy as it affects 
photomaturation in green plants. 

Ecological study of the land plants and cold-blooded 
vertebrates of the Savannah River project area before 
and after installations are completed. | 

Metabolism of selenium and radioactive sulfur in plants 

Effect of radiation on intestinal absorption and metabo- 
lism of fats and carbohydrates. 

Effect of X-irradiation on a polyploid series of yeast 
cultures containing determined amounts of DNA 

Study of dosages of C-14 labeled sodium formate re- 
quired to produce radiation effects. 

Use of radioactive isotopes for study of certain chromo- 
some-coenzyme relationships 

Stud on photoreactivation 
irradiation injury 

Study of intermediate carbohydrate metabolism in 
neurospora using radioactive carbon and biochemical 
mutants 

iation and tracer element studies on certain patho- 
genic protozoa and nematodes of rodents. 

Effects of X-ray irradiation on reproduction of the do- 
mestic fowl 

Studies of the metabolic processes in molds and fungi 
using carbon-14 

Study of the relationships of algae to the disposal of 
radioactive waste 

Research on direct and indirect effects of radiation on 
genetic systems of organisms 

Biological effects of high-voltage radiation _- 
Radiation genetics of habrobracon 
Jse of radioisotopes in the study of reproduction 
se of radioiron in studying lime-induced chlorosis 
se of labeled phosphorus in the study of nerve-tissue 
metabolism during invasion of neurotropic viruses. 

Studies of photosynthetic processes in cell-free prepara- 
tions. 

Radioactive isotopes to trace leucosis and 
disease in fowls. 

Absorption, translocation, and deposition of radioactive 
elements-plants. 

Study of factors influencing the biological effects of 
X-rays 

Rate of movement of ions into and through parenchma 
tissue as affected by rate of water uptake 

Effects of X-rays upon the optical specificity of papain 

Zinc nutrition of plants in calcareous soils = 

Intermediary metabolism of carbohydrates by bacteria 

Metabolism of organic acids in higher plants and micro- 
organisms 

| 
| 


following ultra-violet 


newcastle 





Biological nitrogen fixation with isotope tracers 

Effect of radiation on enzymes in the cyclophorase 

Use of radioactive isotopes in determining the role of 
root-grafting in forest trees 

Long-time effects of intermittant radiation on dogs-.-. 

Cytogenetic effects of radiations on bacteria 

Investigations of the interrelationship of sulfur, phos- 
phorus, and calcium in selenium metabolism. 

Relationship of genes to biochemical reactions in neuro- 
spora. 

Genetics of serratia ‘ ‘ j 

Investigations on the mechanism of radiation-induced | 
chromosomal rearrangements in tradescantia and gene | 
mutations in neurospora. | 

Irradiation of viruses and large molecules 


Medicine, institution and research project support—Con. 


Fise a] 
year 1954 
estimats 


$10, 000 


8, 000 
12, 145 
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Division..of Biology and Medicine, institution and research project support—Con. 


Institution 


med Forces special weapons proj- 
ect 


ago, University of 
umbia University 


jeral Security Agency 


foward University 


College 


» State 


as, Univer 
juette Universit 


fassachusetts Institute of 
ory 


1igan, University of 
mal 


lech- 


Academy of Sciences 


yal Bureau of Standards 


v York University 


thwestern 
hool 
burgh, University of 
i Corp 
Weather Bureau, Department 
Commerce 
ih, University of 


Medical 


University 


Vanderbilt University 


Vashington University 


Do 


Do 


msin, University of 


BIOLOGY AND MEDI( 


Fiscal 
Project title year 1954 


estimate 


BIOPHYSICS RESEARCH 
Costs of survey team monitoring at test site 


Use of microbeam of light atomic nuclei for 
investigations 
Instrumentation for dosimetry of ionizing radiation, 
(2 of the biological effects of ionizing radiati 
Investigation of radon and radon-decay products in 
uranium mines of Colorado 
Kinetie and 


biological 000 


(1 


OOO 

study ns 

ooo 

mess spectrometric studies of biophysical 
systems with radioactive ar table isotopes 

Determination of quantities of certain radioactive ma 
terials in ground water and soil of areas in and adjacent 


», 000 
d 
is 


wo 


reactor 


ibuti 


testing stat 
ind ¢ 


ion 


of radioactive 


Tect calcium in bone 


1d pluton 
cal 


1 bone 
sthorium 
trume tation tec 


ligh resolution det« 


a soft 


tissue 


ction of ra 
ymposium on | 

cells 

1) Intern 


leon > ’ ni 
ul cK ( \ I 


a os 
tect 


easurt 4 
ray applicators 
measurement of particle d 

Effects of thoriun 
{ 


ment t 


inulac ) 
niques abs 
ton 


lop 


si 


deve ylute 

x in selected hicles applied to the 
skin of man and eff d pure 
on the skin of ma 

Separation of pr 


beta emitter 


teins of Lyn id tissue 


active particulate m 


und charac- 


tudies of b 


gical 


f wind 

1 to the vert 

Development and 
lation to 


ments i! 


peed and 


INE RESEARCH IN AE(¢ LABORATORIES 


Mr. Tuomas. Where will you spend the other $19.5 million? 


Dr. BUGHER. 
roing on in the national 


tions of the Atomic Energy 


(The following list was 


The remaining $19.5 million is devoted to operations 


laboratories and the so-called onsite opera 


y Commission. 
submitted for the record:) 
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major research installations in biological and medical sciences 


Number of Fiscal y« 
scientific 1954 bud 
man-years estimat 


f which are prorated t 


Mr. Tuomas. Where are your national laboratories? Name them 

Dr. Bucuer. We have programs at Brookhaven National Lab- 
oratory, Long Island; Oak Ridge National Laboratory, at Oak Ridg 
the Argonne National Laboratory in Chicago; at Los Alamos; and 
additionally in AEC-owned and supported projects at the University 
of Rochester, the University of Utah, and the University of California 
at Berkeley and the University of California at Los Angeles as thi 
major Ones. 

Mr. Tuomas. I wonder if you can give us an approximate figur 
in dollars and cents of what you spend at each one of those installations 
you just mentioned 

Dr. Bucuir. Would you like the figure we propose for 1954? 

Mr. THomas. Yes. 

Dr. Bucuer. At the University of Rochester, $1,323,000. 

Mr. Toomas. That is a 100 percent Atomic Energy operated 
laboratory? 

Dr. Bucuer. Yes. They operate them all 

Mr. THomas. That is $1,300,000? 

Dr. Bucuer. Yes. At Brookhaven, for the biology and medicin 
program, $2348 .000. 

Mr. THomas. How many employees do you have at Brookhaven? 

Dr. Bucuer. Total? 

Mr. Tuomas. Yes. 

Mr. Bucuer. I would not like to rely on my memory at this point. 

Mr. Tuomas. Does anyone have that information available? 

Mr. Dean. About 1,400. 

Mr. Tuomas. At Brookhaven? 

Mr. Dean. At Brookhaven, and about 300 of those would 
scientific 

Dr. Bucuer. This paper which has been handed me gives 
scientific man-years for Brookhaven as 270.5 and the contributu 
units, which will be scientists coming from the outside, 337. 
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Ma ‘THomas. That does not inelude your entire personnel 
Brookhaven? 

Dr. Bucuer. That is the entire sonnel for Brookhaven; ves 

Mr. ‘THomas. Give us the letal f the others We are talking 
now just about biology and medicine What is the total employment 

all of vour 7 or 8 installations in biology and medicine? 

Dr. Bucuer. The total scientific employment at the present tim 

985 in all AEC installations dealing with biology and medicine 


For 1954, the planned figure we ad | 1.033 approximately 


RES! 


Mr. THomas. Do vou still have a hospital in Japan? 

Dr. BucHer. Yes, sir; at both Hiroshima and Nagasaki 

Mr ‘THOMAS How many beds do you occupy there? 

Dr. Bucuer. The program in Japan is not a hospital progran 
here are no bed patients. It is entirely a study of people who 

rvived the attacks there on the two cities 

\ir. Tuomas. Do not vou have a hospital there? 

Dr. BuGHE! No It is a clinical research center, but 1t does not 
clude hospital beds 

Mr. Corron. You mean you are handling it like an outpatient 
clinie for people who come in for examination? 

Dr. Bucuer. It is entirely an outpatient clinic. 

Mr. Tuomas. But it is Government-owned entirely? 

Dr. BucueEr. Yes, sir. 

Mr. THomas. In a structure that vou built’ 
Dr. Bucurer. The structure was built som: 
wned by the United States 

Mir. Tuomas. What would that structure cost? 

Dr. Bueuer. Approximately $1 million, | believe 

Mir. THomas. How many employees do you have in that clinic? 
Dr. Bucuer. American emplovees run 115 at the present time 
Mr. THomas. And how many native employees? 

Dr. Bucur. Approximately between 800 and 900 Japanese 

Mr. Tuomas. In other words, vou have about 1,000 plus employees? 
Dr. Bucuer. That is right. 

My. THOMAS. What is the total cost on an annual basis for 195 
or the operation of that hospital? 

Dr. BuGHEeR. Somewhat over $1.2 million The actual cost, of 


> 


{ 


course, has not been available yet for the entire year, but it looks as 
though it will be about $1,240,000, as | recall the figure 


RESEARCH HOSPITALS OPERATED BY 


Mr. THomas. I wonder if you will set out a table at this pomt in 
the record showing your hospitals by name, their locations, the num- 
ber of employees, and the dollars you contemplate spending in those 
7 or 8 institutions for fiscal 1954 

Dr. Bucuer. Yes, sir 
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Division oF Brotocy aNnp Mepicing, List or Cancer RESEARCH Facr.ities 
OPERATED BY AEC 
1. Argonne Cancer Research Hospital 

a) Location: Chicago, Il. 

(b) Operator: University of Chicago. 

(c) Number of employees: Scientific, 43; all other, 42; total, 85. 

(d) Annual research budget: $1,250,000 (includes $267,000 for hospita 
operation), 

2. Oak Ridge Cancer Facility 
(a) Location: Oak Ridge, Tenn. 

(b) Operator: Oak Ridge Institute of Nuclear Studies. 

(c) Number of employees: Scientific, 21; all other, 28; total, 49. 

(d) Annual research budget: $550,000 (includes $178,000 for hospital operatior 

Brookhaven National Laboratory Hospital 

(a) Location: Upton, N. Y. 

(b) Operator: Associated Universities, Inc. 

(c) Number of employees: Scientific, 22; all other, 89; total 111. 

(d) Annual operating budget: $1,280,000 (includes $418,000 for hospital 
operation). 

4. University of California Medical School 

(a) Location: San Francisco, Calif. 

(b) Operator: University of California. 

(c) Number of employees: Scientific, 11; all other, 19; total, 30. 

d) Annual operating budget: $240,000. 

Mr. Tuomas. The Veterans’ Administration come in here, and the) 
have quite a sizeable research program in isotopes and so forth. Do 
you know what progress they are making in that field of research and 
how well qualified they are to conduct that research and so forth? 

Dr. Bucuer. That, of course, is not in our area of immediate 
knowledge except for the distribution of the isotopes to the veterans 
hospitals. 

Mr. Tuomas. In other words, you have not heard of anything 
constructive that they have come up with? 

Dr. Buauer. Oh, yes. 

Mr. Tuomas. Tell us about that. 

Dr. Buaurer. They have done a great deal of work, for example, 
with isotopes, particularly with radioactive iodine in some of the 
therapeutic applications in the veterans’ hospitals. 

Mr. Tuomas. Well, what have they done that you have not done 
that you could transmit to them by letter? 

Dr. Bucuer. I think I should make clear one distinction, if I may 
answer the first question you asked and then follow with the other. 

The hospitals we maintain in this program are not set up for patient 
care. They are purely research hospitals to explore ways of developing 
new lines of treatment. There is no intention to institute mass 
patient care. So that there are four hospitals operating under this 
program, each of them in the cancer field primarily. 

Mr. Tuomas. Where are the hospitals located? 

Dr. Bucuer. One is at Brookhaven, with 22 beds maximum and 
about 18 being occupied at the present time. The second is at 
Oak Ridge with about the same number of beds, and the last figure 
I had indicated there were about 16 being used actually with patients. 
The third is in San Francisco, with the San Francisco Medical Research 
Institute of the University of California. 

Mr. Tuomas. Is that an atomic energy installation? 

Dr. Bucner. That particular part of it is. 
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The fourth is the Argonne Cancer Research Hospital in Chicago 
with 58 beds, which has a bed occupancy there of about 40 at the pres- 
ent time. All of these patients are there for research purposes, and 
there is no provision for further treatment of patients in any of these 
centers. They are designed for specific research along certain fields in 
the cancer area. So, there is no overlapping at all between the fune- 
tions of these institutions and those such as the Veterans’ Administra- 
tion of which you spoke. 

Mr. Tuomas. What have you come up with out of your some 100 
wr 150 beds that you maintain at the 4 different locations? 

Dr. Bucuer. The outstanding thing of the past year has been the 
further work, particularly at Brookhaven, on the use of the “‘pile’’ for 
neutron treatment of brain tumors which involves the patients who 
have previously received injections of boron in the form ot boron 10 
That is a form of research which has opened up a really new field 
cancer therapy, whose ramifications and boundaries we do not know. 
It is one of the most promising lines that has been developed in recent 
vears. It is going on in a very modest way, but it has a great deal of 
promise. 

The new Chicago hospital is just now moving along. It was 
dedicated on the 14th of March, last, and it will be operated by the 
University of Chicago, but on behalf of all of the participating insti- 
tutions of the Middle West. It will be especially concerned with the 
use of accelerators and isotopes in the treatment of specific types of 
cancer. 

Mr. THomas. What are private industry and private hospitals 
doing in the way of research and development so far as biology and 
medicine is concerned in the use of isotopes, et cetra? 

Dr. Buacuer. As these methods are established by research, they 
become available generally for use in hospitals. The use of iodine 13, 
which is the radioactive iodine, bas now passed from the research-use 
or experimental use into general application. So, we find a large 
number of hospitals over the country obtaining iodine directly from 
Oak Ridge and they use it in the treatment of various thyroid diseases 
particularly, and that no longer comes within our research activity. 

Mr. Tuomas. The point is, Doctor, is there any private research 
institution in this field, other than the Atomic Energy Commission? 

Dr. Bucuer. Yes, sir, there are a great many. In fact, practically 
every medical school now in the country is doing some research, em- 
ploying isotopes in medicine. 

Mr. Tuomas. Is that the result of this $700,000 you are sending to 
the universities, or are they doing it on their own? 

Dr. Bucuer. This $700,000 which you refer to, are you referring to 
special training? 

Mr. Tuomas. Yes, sir. 

Dr. Bueuer. That, I think, needs a little more explanation. 

Mr. Tuomas. Maybe it is the $7 million which I should have said, 
rather than the $706,000. That is the fellowships for student training 
in general, is it not? 

Dr. Bucuer. The $700,000. 

Mr. Tuomas. The work that the universities are doing is covered 
by this $7 million? 

Dr. Bucuer. That is right. 
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RESEARCH CONDUCTED BY PRIVATE FINANCING 


Mr. Tuomas. What is private industry doing on its own, without 

help from the Atomic Energy Commission, ir this field? 

Dr. Bucuer. Private industry is not in the medical program. 

Mr. Tuomas. Well, private research institutions? There are 
ereat many of them throughout the country. 

Dr. Bucuer. Many of them are engaged in research, employing 
isotopes and, of course, isotopes are employed very broadly in research 
in universities 

Mr. Tuomas. Are there any other than those which are given som 
type of subsidy by the Atomic Energy Commission? 

Dr. Bucner. Yes, sit 

THOMA Will you pame som e of them, please, sir? 

Dr. Buauer. | think every university in the country at the present 
time of any magnitude is engaged in chemical or biological research 

nploying isotopes, but which is not supported under this program 
it is an extremely broad technological use , whie h is one of the reasons 
in, our owl approach to our research prob lems we no longer conside1 
the mere use of an isotope as reason for supporting a program i 
particular university. 

Mr. Tuomas. The program has been going on for some 3 or 4 years 
has it not? 

Dr. Bucuer. Yes, sir, more than that. 

Mr. THomas. Do vou feel like it is worth what it has cost in 
terms of the results that have been obtained, which you can put 
your finger on? 

Dr. BuGuer. Could I give you an example or two? 

Mr. THomas. I would like more than that, if you have them. 

Dr. Bucuer. The sort of thing that grows out of this is that we hav: 
engaged with the Department of Agriculture in the manufacture of 
fertilizer in the use of ‘phosphorous 32.” That went out to experi 
ment stations all over the country and we are informed that in Nortl 
Carolina alone in this vear the farmers will save actually beyond 
$1 million by employing the application of that fertilizdr, which has 
grown out of that field 

Mr. Puttiurps. Mr. Thomas, | do not want to interrupt you, but 
Dr. Bugher is new, while we were here working on the hearings last 
year. 1 will say that the chairman at that time suggested, and | 
supported it, that you get yourself a new example and not to use that 
fertilizer example every year. 

Mir. THoomas. Mr. ¢ enien un, I remember that about October ol 
last year | went to the Argonne Laboratory in Chicago and I saw 
some beans that had been planted there 72 hours before that and the) 
were knee high. It was a wonderful demonstration, but I cannot 
imagine anything any more expensive. It had some isotopes in it 
but 1 do not know what is going to come from it. 

Mr. Puiturres. Do not misunderstand me. We are very much 
interested. 

Mr. Tuomas. The experiment was made with clear water with a 
few rocks in it. The food was fed to the plants in liquid form and had 
some isotopes in it. 

Mr. Puiturps. We are interested in fertilizer, but we would like to 
know if that is the only result obtained. 
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Mr. Tuomas. Those beans are another one 

Mr. Puiturps. Well, a fertilizer and beans 

Dr. Bucurer. Many of these things have various approaches. For 
xample, at one of the universities we started out on a program of 
measuring the uptake of fission products by contact with the leaves of 
the plants and found out that some urea compounds may be absorbed 
that way and have gone into the spray application of such material for 

nmediate fertilization. 

Mr. THomas. Could not this program be cut 50 percent over the 
next 3 years and you would not even notice it so far as results are 
concerned and you could carry on just the same? 

Dr. Bucuer. No, sir. If any large cuts were to be imposed, we 
would simply have to cut back very sharply on essential research 
which leads to safeguarding the health and life of people 

Mr. THomas. Just what do you mean by that? 

Mr. Puruuies. Would it not be picked up by industry? The fer 

lizer industry? 

Dr. Bucuer. I am not talking about fertilizer. This matte 
fertilizer is a relatively small item in the program. 


RELATIONSHIP OF PROGRAM TO HEALTH AND SAFETY 


Mr. THomas. What are some of your larger items? Put 
finger on them. ‘That is rather broad language when you say 
ely.”’ Spell it out to me. 

De Br GHER The biology and medicine provram 


tivel 
yl 


program. ‘This Division is responsible for the det 
degree of hazard which may arise in any aspect of t 
nd the tolerances which Ley be allowed. Those 

ike very fundamentally not only to the design of play 
operation of plants. That is one of the prime activities. 

Mr. Tuomas. I know in one of these experiments we put 
these shoes and specially treated clothing and got on that G 

achine and if you have above a “20,” they will “delouse”’ you, s 
speak, and | think every time I come out, I have the highest co 
| think I had 16 one time. 

Dr. Bucuer. That is only one of the many aspects of this problem 
nd I must go off the record here. 

Discussion off the record.) 

Mr. THomas. How many deaths have you had in the last few 
in the plants as a result of contamination? 

Dr. Bucuer. If it were not for this program of determination of 
hazards and the means of controlling it, the deaths in the progran 
vould be in the hundreds and thousands instead of being zero as has 
been the case. 

Mr. Tuomas. What did you discover this year that you did not 
know last year that you were roing to prevent this death of hundreds 
and thousands of your emplovees in these contaminated factories? 
What did you discover this vear that you did not know last year in 
that regard? 

Dr. Bucuer. One of the things which I mentioned a moment ago 
and this must be off the record. 

(Discussion off the record.) 
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Mr. Tuomas. You have had a lot of experience in your hospital in 
Japan with this problem, have you not? You have thousands of 
patients there, have you not? 

Dr. Bucurer. That has given us a great deal of value from the 
standpoint of the human genetic results—lI mean the effect on children 
of the next generation as the result of radiation exposure due to a 
bomb. It will be several years before even those data are as firm as 
they must be. 

During the past year, however, we do say that we have, statistically, 
signific an findings with respect to the human genetic effect. That is 
in the Japanese area. At the same time during the year we have 
been able to work out more precisely the genetic effect of radiation, 
including both gamma and neutron radiation, on many different forms 
of life from the standpoint of assessing the effects quantitatively. 


BACKGROUND OF DR. JOHN C. BUGHER 


Mr. Puitures. Dr. Bugher, this is your first appearance I think, 
officially, before this committee? 

Dr. Bucuer. Yes, sir. 

Mr. Puriurps. Will vou tell us something of your background, very 
briefly? 

Dr. Bucuer. Actually, my background is that of a professor of 
pathology at the University of Michigan and that was followed by 13 
years with the Rockefeller Foundation, and my work there was con- 
cerned with problems of public health and infectious diseases. The 
last 24 years has been with the Atomic Energy Commission in this 
program. 

Mr. Puiuurps. | did not realize you had been with the Commission 
that long. What was your educational background? 

Dr. Buauer. I have degrees both in medicine and science. 

Mr. Tuomas. Everything in the book. 

Dr. Buarer. Almost. My medical training and M. D. were at the 
University of Mic higan; my masters in science was also at the Uni- 
ve rsity of Mic higan. 

Mr. Puiuurps. Where did you receive your doctorate? 

Dr. Bucuer. That was an honorary degree as a doctor of science 
from Taylor University in Indiana. 


CANCER RESEARCH 


Mr. Jonas. I would like to ask the doctor if he has had in his 
cancer research any contract with or do you maintain any boca 
with the National Institute of Cancer Research? 

Dr. Buauer. Yes, sir, Wwe maintain a very close contact and also 
with the other gr mor working in the cancer field. 

Mr. Jonas. The reason I asked that—and you have answered the 
question—we are going to be asked tomorrow to appropriate $17 
million for the Cancer Institute and here .we are bei ‘ing asked to 
appropriate $3 million for the program of the Atomic Energy Com 
mission in cancer research. It seems to me—and I <n this state- 
ment again, despite the fact it demonstrates I have a one-track mind, 
but I want to get this on the record—that we should make a serious 
effort to consolidate all of these programs in the hands of one group, 
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instead of dividing our efforts between many different agencies of the 
Government, so that we can kee p up with how much money we are 
appropriating for the different agencies. 

Mr. Puiuuips. As a practical question, based on the question of 

\fr. Jonas, why should not the $3 million come out of the $17 million 

and be allotted to vou to carry on research in cancer with the atomic 
lements? Why should not we take this out and let you get $3 million 
from the $17 million given the HEW Department? 

Mr. Corron. Let me interpolate there, and make one other sug- 
yestion. When we have this spread through various bureaus, and it 
comes up about five times a year on the floor of the House, they get 
ip and talk about cancer and heart disease, and every time it comes 

1 think I have the disease and it would be a whole lot better if 
we had it come up only once. 

Mr. Jonas. It is hard to resist a plea on the floor of the House 
that you need to encourage research in cancer and it will be easy for 
me to vote to appropriate one lump sum for the whole program, but 
I have difficulty justifying giving you people $3 million and the 
Institute $17 million. 

Dr. Buauer. May I speak to the cancer question, which is the 
larger one there. As I pointed out yesterday, we have a well-defined 
area Of special interest and responsibility in the cancer field. We 
also have the availability of unique equipment and machines which 
do not exist anywhere else. 

Mr. Toomas. How is that, Doctor? What equipment do you have? 

Mr. Dean. We have the Oak Ridge “pile.” 

Mr. Tuomas. What equipment do you have that the Cancer 
Institute does not have? 

Dr. Buauer. We have the piles or reactors. 

Mr. TrHomas. I am not talking about reactor. You are talking 
about manufacturing facilities now. 

What do you have in the way of medical facilities dealing with 
cancer that the Cancer Institute does not have? 

Dr. Buauer. That is what I am speaking about. The reactors are 
one and we have the availability of special facilities. 

Mr. Puiturs. That would not justify this expenditure of $3 million. 

Mr. THomas. Do vou have any new machine which is used in the 
treatment of cancer that the Cancer Institute does not have, or do 
vou have this new heart machine that the Institute developed some 
5 or 6 years ago? I understand there are less than 50 of them in the 
world. Do you have one of them? 

Dr. Bucuer. I am not aware of the one that you have in mind. 
We are not engaged in that line of activity. 1 do not know of any 
special equipment such as you mention. 

Mr. Puiuurps. Just the possession of the reactors would not justify 
giving you this $3 million. What do you do in cancer, which is what 
is before this committee, to the extent of $3 million, that is not 

duplication, or should not, somehow, be coordinated with the $17 
million which is given to another agency? 

Dr. Buauer. The work covered by this budget is not being con- 
ducted by the Cancer Institute. We have not only the reactors, 
which I mentioned, but we have the isotope-production facilities, for 
example, at Oak Ridge but we also have the plants for the develop- 
ment of new sources and high-intensity radiation sources. 
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Mr. THomas. This $3 million goes to your production facilities to 
make isotopes to be used in their basic research on cancer, is that 
correct ? 

Dr. Bucuer. This refers to the fundamental research on the ways 
of using such material 

Mr. Tuomas. What do you do in that regard that the Cance: 
Institute does not do with isotopes? 

Mr. Puinuies. Perhaps, we should take $3 million off the other 
appropriation. Perhaps, that is your argument, Doctor? 

Dr. Bucuer. I am not arguing either way. 

Mr. Tuomas. Just what do you do with isotopes that the Cancer 
> Tf you will look into it, I will bet you they 
do five times as much as you do 

Di. Bucuer. I hope they do. 

Mr. Tuomas. They have been in the field longer and that is then 


specialty and that is what they are set ip to do. 


Institute does not do? 


Can you put anything on the record that you do im regard to thi 
treatment of cancer in the way of scientific investigations and research 


that the Cancer Institute does not do with isotopes, or do you do 


anvthing in the heart-disease field which the Heart Foundation does 
not do with isotopes? 

Dr. Bucuer. We are not engaged with the treatment of heart 
disease in this progran 

Mir. Puitiies. They do not contend they do anything in the heart 
disease field. They are asking for $3 muiilion for cancer. You do 
not say to this committee that you do anything in the heart field, 
do vou? 

Dr. Buauer. No, sir 

Mr. Puinipps. Do you supply isotopes to any of the heart insti 
tutions? 

Dr. Buacurer. No, sir, we do not supply them; they purchase thos: 
from the [sotope Division 

Mr. Potties. That seems to be to me a very fine distinction 

In the field of cancer research you actually have not justified 
before this committee the expenditure of $3 million. 

Mr. Boyer. May I inject a thought here? I view this a littl 
differently than Dr. Bugher does, but he made reference to reactors 
and the importance of the reactor. They actually place people in 
the reactors and expose them to radiation from the reactor, and 
you cannot do that without the proper equipment. He explained 
the fact that they were injecting boron solution into the patient and 
that is transferred to tumors in the brain and then they expose them 
to radiation directly in the reactor. Dr. Bugher points that out as 
being one of the outstanding developments and further work has 
been done on that in the past vear. 

r. Tuomas. Did you do that, or did some hospital do it? 
Boyer. Brookhaven did it. I think the only patients you 
at Brookhaven are those who are almost beyond hope. 

Mr. Jonas. Does the Cancer Institute operate a hospital or clinic? 

Dr. Bucuer. They operate a clinic. 

Mr. Jonas. Why could you not furnish them that equipment 
just as you said your other division sold materials to them? Why 
should the Atomic Energy Commission be engaged in medical research 
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in cancer at all when we have a Cancer Institute to which we are 
supplying money to do that very same thing? 

Dr. Bucaer. This problem is not one which can be resolved to a 
simple situation. We are dealing with an extremely complex disease, 
which has many different forms, and which is one of the outstanding 
causes of death at the present time. 

We deal at the Atomic Energy cancer installations particularly 
with isotopes of very short life which cannot be made available from 
Oak Ridge or the Brookhaven reactor to various cancer centers which 
are remote from these sites. 

Mr. Dean. | think this is an important point. In other words, 
we have located the cancer hospital at Oak Ridge simply because 
of its proximity to the reactor there. Out of that reactor will come 

radioactive isotopes with very short half-lives and if you ship them 
ioe 2 or 3 days, the activity would be gone. Some of these isotopes 
would not be available in a place like Seattle for instance or even 
places further east. The same thing is true at Brookhaven. The 
hospital was located at Brookhaven because of its proximity to the 
srookhaven ‘‘pile.”” That is not the sort of experimental work that 
could be done in cancer at places not adjacent to the pile. There 
are some radioctive isotopes with longer half-lives that can be shipped 
but of those which have the short half-life, they would not be available 
for many areas. Therefore, we have located the hospitals and 
maintained the research work right adjacent to the pile areas. 

Mr. ANprEws. Who operates that hospital at Oak Ridge? 

Mr. Dean. It is done by the Oak Ridge Institute. 

Mr. AnprEws. Does the University of Tennessee Medical College 
have any connection with it? 

Dr. Bucuer. No; but the connection between Southern Univer- 
sities and the research hospital is very intimate. It is operated under 
their supervision. 

Mr. ANDrREws. How many cancer patients do you have down 
there? 

Dr. Buauer. The active beds are, roughly, 16 or 18 at the present 
time. 

Mr. Anprews. Are all of them occupied by cancer patients? 

Dr. Buaurr. These are research patients; ves, sir. 

(Discussion off the record.) 

Mr. Corron. Have you covered most of the matters which vou 
wish to cover, Dr. Bugher? 

Dr. Bucuer. I wish to speak very briefly of what our outstanding 
needs in the 1954 program are. 

Before we get off the cancer subject, I would like to also make clear 
that the Chicago Argonne hospital draws on not only the reactor at the 
Argonne site, but upon the high-energy accelerators which the physics 
people have and thus there can be introduced into the cancer field 
facilities which exist nowhere else. 

Mr. Dean. The same thing is true at San Francisco. 

Dr. Bucuer. Yes; at San Francisco we have a 70-million-volt 
electron accelerator being used in the experimental treatment of 
particular types of cancer. It is the only thing of its kind in existence 
at the present time for that purpose. 


82490—53—pt. 1-——-31 
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HEALTH AND SAFETY IN AEC PLANTS 


Now, in regard to some of the outstanding needs of our 1954 pro- 
gram: Especially urgent is the research on the new materials coming 
into the expansion program now. We know the toxicities of some are 
high, but we do not know what the limitations are. 

We also have an increasing need for further work on the physiology 
of ratioactive particles which are inhaled. 

We also must accelerate and give much more emphasis to the re- 
search which will yield information on the manner and the degree 
in which the environment of man may limit the use of atomic energy 

(Discussion off the record.) 

Mr. Corron. Have you not been doing that very thing for the last 
4 or 5 years in order to safeguard the people who work for the com- 
mission? 

Dr. Bucurer. We now have to put even greater stress on this 
problem; as the magnitude of the operations expands, we must know 
more precisely what the limitations eventually are going to be. 

Mr. Corron. So, you are introducing new elements into that 
problem? 

Dr. Bucuer. Yes, sir; new considerations. 

We will continue the studies of the Savannah River and Columbia 
River areas and we also must continue the study of the fundamental 
mechanism by which radiation may affect living cells. That goes 
back to the cancer field and it ties in with all that we do. It is 
extremely fundamental to our whole program. 

Mr. Corton. Is it not a fact that as the Atomic Energy Commis- 


sion has matured and perfected its operations that the dangers attend- 
ant on it are less, rather than greater? 

Mr. Dean. May | go off the record a moment? 

(Discussion off the record.) 

Mr. Corron. Is it al? right to summarize what you are saying in 


this fashion? The dangers to the people working in your processing 


may have lessened with the perfection of your methods, but the 
problems with which you have to deal in your experimental explosions 
have to be defined? 

Mr. Dran. That is true. I would like to make one qualification 
on that. So far as the people working in our plants are concerned, 
the health physics problem increases each year only to the extent 
that we introduce entirely new materials into the program which 
have never been used before. 

Dr. Bucuer. That is one of the first points which we have to make 
These problems have been made more urgent by reason of the time 
scale of our acceleration program. We have brought forward into 
the immediate future problems which formerly were thought to reside 
quite a few years hence. We have to face them now, rather than 
later. 

TECHNICAL SERVICES TO OTHER AGENCIES 


Included in this budget, of course, will be the technical services to 
the other agencies, such as the Civil Defense Administration, and it 
presumes a continued close cooperation with the National Institutes 
of Health, the United States Public Health Service and so on; those 
agencies with which we do keep in close contact. 
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Mr. Corron. Are you receiving any contributions or paymeots 
from other governmental agencies for work you do for them? 

Dr. Buauer. I cannot recall anything we get from other agencies for 
services in this area. We have had in the past year for civil-defense 
purposes a transfer of funds from the Federal Civil Defense Agency to 
us to conduct for them a particular shelter test in this series which has 
been under way. 

Mr. Corron. Are those funds used to reimburse your regular 
employees? 

Dr. BuaHer. We simply set up a separate contract with the con- 
struction firm at the test site to do this work for them. We super- 
vised it. : 

Mr. Corron. Does that conclude your statement, Dr. Bugher? 

Dr. Bucuer. Yes, sir. 

Mr. Corron. Thank you very much, Doctor. 


COMMUNITY OPERATIONS 


Mr. Boyrr. Mr. Cotton, we have a few miscellaneous items here 
For example, the community program has been discussed. You will 
notice our revised budget here reduces the amount of money required 
for community operations to $1,705,000. 

Mr. Corron. What page is that? 

Mr. Boyer. Page 44. Last year the amount approved and appro- 
priated for community operations was $2,124,000. This year it is 
down now to $1,705,000. 


COMMUNITY PLANT AND EQUIPMENT ITEMS 


In community plant and equipment items, the budget submitted in 
January requested $8,669,000 and the revised budget requests 
$5,633,000. 

Mr. Corron. You have left page 44, have you not? 

Mr. Boyer. Yes, sir. I am on page 119. 

Mr. Corron. Before you leave page 44. The first increase in the 
revised budget is at Los Alamos in the amount of $144,600. 

Mr. Boyer. That is correct, sir. 

Mr. Corron. Briefly, what is that? 

Mr. Boyer. That represents an actual decrease since 1953, sir. 
You will notice that the amount over in the other column there was 
$6,051,000 for the operation of Los Alamos in 1953. 

Mr. Corton. That is true, but there is an increase over the request 
in the Truman budget? 

Mr. Boyer. Yes, sir. 

Mr. Corron. What is the reason for that increase? 

Mr. D1 Luzio. Mr. Chairman, that increase is brought about as a 
result of. bad estimates in some of the items in the original budget. 
It is an adjustment figure to account for some additional maintenance 
that had been left out previously. 

Mr. Corron. Have you in mind the nature of the expenditures on 
which the inaccurate guess was made? 

Mr. D1 Luzio. The increase is due primarily to bad estimates in 
the original 1954 budget submission. The specific item which has 
increased the greatest amount in gross cost is the utility operation 
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which went up $251,300. The actual facts of the case are that on the 
basis of revised utility consumption factors both the gross cost and 
revenue figures were recomputed with the gross cost going up $251,300 
and the revenue figure increased by $446,200 to a new net of $194,900. 
There were many other categories of cost which were adjusted to 
produce the gross cost increase offset by adjusting revenue increases 
to a new total community operating cost. 

Mr. Corron. Before we leave page 44, have we covered the only 
changes in what you are requesting from us in the revised budget on 
that page? 

Mr. Boyer. I believe so. 

On page 119 there is a reduction in the amount requested, in con- 
trast with that appropriated last year, of approximately $3 million. 
The reduction from the amount requested in the appropriation 
submitted in January is also $3,036,000. 

Mr. Corron. Those reductions, in general, applied to what sort of 
operations? 

Mr. Boyrrr. They were applied at Richland and other areas. If 
you will notice on page 121, there is a reduction at Richland in the 
street improvements, extensions, and additions of $280,000, and 
at Oak Ridge, there is a decrease in road improvements. There is 
also an elimination of the financing for housing at Oak Ridge. There 
is also a reduction in the elementary school at Oak Ridge. At Los 
Alamos there is a reduction there in the housing program of $1,300,000 
and a reduction on page 126 of $75,000 in the primary school there. 

Mr. Tuomas. What is the total cost now in 1954 above the gross 
revenue? Is it in the neighborhood of $10% million for all the 
communities? 

Mr. Boyrr. No, sir. 

Mr. THomas. What is it? 

oe Boyer. The column which you see on page 44 shows the gross 
cost to be $24,260,000 and there was a gross revenue of $22,555,000, 
for a Sohal net cost of $1,705,000. 

Mr. Tuomas. Under your construction program, what is i} Does 
it not total about $10% million net cost to the taxpayers to oper- 
ate your communities? What you just gave us is exe Cae of 
construction? 

Mr. Boyer. That is correct. 

We are requesting for 1954, $5,633,000 for plant and equipment 
items under the communities item. 

Mr. Corron. That is for construction? 

Mr. Boyer. Yes, sir. 

Mr. Tuomas. That is about $7 million then? 

Mr. Boyer. Yes, sir. 

Mr. Anprews. Is the Savannah project shown in this budget 
anywhere? 

Mr. Boyer. We have no community at Savannah River. 

Mr. Anprews. What about those dormitories and trailers? 

Mr. Boyer. That was temporary housing. 

Mr. McCarruy. That was temporary housing for construction 
workers. 
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PROGRAM DIRECTION AND ADMINISTRATION 


Mr. Boyer. The next item is “Program direction and administra- 
tion,” page 52. 

We are requesting $37,446,000 for this program. This represents 
an increase over 1953 of approximately $2,700,000, and represents a 
decrease under the appropriation request submitted in January of 
$3,232,000. The reason for the increase over the past—— 

Mr. Corron. Pardon me for interrupting you, but it is now 12:10 
We will recess for lunch now and resume at 1:15. 

Mr. PHILLIPS. We will resume our consideration of the budget re- 
quest for the Atomic Energy Commission for fiscal year 1954 

Mr. Boyer. I had just pointed out that the request of $37,446,000 
for program direction and administration represents an increase of 
about $2,700,000 over the 1953 appropriation, and was brought about 
DY the need for additional personnel to staff, essentially, our new loca- 
tion at Portsmouth, to add people in the weapons field, and to add 
people ir the raw materials field. 

The reduction under the January request is brought about by th 
fact that we have essentially bad a freeze on our employjent, and 
have pot been able to build up our strength at the end of the year as 
ve had planned Lo. 

TRAVEL 


The increase in travel over last yeal of $260,000 is brought about by 
the increased personnel covered In personal services. 


INCREASE IN OTHER OBJECTS 


The increase in all other objects of $345,000 is also in proportion to 
the number of increase in employees. 

I might comment that based upon the way we carry on our opera- 
tions by calling upon Washington to establish the programs and deter- 
mine the scope of our operations and establish policies, and then depend 
upon the field units to carry out the execution of the programs, such as 
negotiation of contracts, selection of contractors, and ps amount of 
auditing and policing we believe it is desirable to do, it seems to me 
this is a very modest proportion of the program’s expe ndicuis s going 
into the payment for personal services. 

Mr. Purtures. Have you ever figured out what percentage it is 

Mr. Borer. Yes. Taking only the operating expense, this repre- 
sents 4 percent of the total operating expense paid for personal services. 

Mr. Puitities. To make a percentage like that, you would exclude 
construction? 

Mr. Boyer. We did. If you add construction that is essentially 
double and you get down to about 2 percent 


») 


TRAVEL 


Mr. Putiires. What was your limit on travel for last year? 

Mr. Boyer. The amount that we had for travel in 1953 was 
$1,840,000. 

Mr. Puitires. I do not understand the figures. What are you 
asking for this year? 

Mr. Boyer. $2,100,000. 
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Mr. Puiuures. I am looking at a total of $3,183,000 for 1953, which 
would be total travel? 

Mr. Borer. That is right. 

Mr. Puttuipes. And $2,100,000 would be administrative travel? 

Mr. Boyer. That is correct. 


SECURITY INVESTIGATIONS 


We have the item of “Security investigations.”’ For fiscal year 1954, 
the request that we are presenting you today contains $13,112,000 for 
the cost of security investigations. This represents a slight reduction 
under the amount approved last year, roughly $110,000, and repre- 
sents a reduction of $3 million from the amount requested in January. 
The decrease from the January request of $3,170,000 is explained on 
page 55, and is made up of a decrease in the number of investigations. 
We expect them to drop from 101,000 to 65,000 but, at the same time 
there was an increase in the cost of investigations, which made the net 
reduction $3,170,000. 

Mr. Patuurps. I still say the committee would raise the point as to 
why vou have to spend that much; why can you not make more use of 
investigations previously made? 

Mr. Boyer. Mr. Phillips, if I may comment on that, the act, as 
you know, says that we must not disclose, nor our contractors must 
not disclose, restricted data to people who have not had a full back- 
ground investigation by either the Federal Bureau of Investigation or 
civil service. 

Mr. Puiuuips. It seems to me it works the other way. You are 
getting information from other people for your use. 

Mr. Boyer. I am not sure I understand that. 

Mr. Puiturps. Some of these people have been investigated by 
other agencies. 

Mr. Boyer. That is true, but the act is specifie—— 

Mr. Puiturps. Is Mr. Zuckert here? He testified yesterday it was 
a matter of legislative enactment. 

Mr. Zuckert. Yes, sir. 

Mr. Puitirs. Why should we not change the law? 

Mr. Zucxerr. We have had proposals for modification of this. 

Mr. Puituies. But you people have the cart before the horse. 
These things do not become restricted data until you get hold of them. 
After that the only place we can read it is in the United States News 
and World Report. 

Mr. Jonas. Or Life magazine. 

Mr. Puriutes. I think you are asking for plenty on that item. 

Mr. Boyer. On inventory items 1 would like Mr. McCarthy to 
comment. 

STORES INVENTORY 


Mr. McCarrnuy. The first item we have is the stores inventory, 
page 57. The increase in 1954 in stores inventory amounts to 
$2,482,000. Our overall inventory at the end of 1952 was $63,410,000. 
At the end of this current fiscal year we expect it will be $63,100,000. 
And in 1954 we are projecting an increase of $2,482,000 based upon 
some of the new plants coming into being. 

Mr. Puiturps. Where are you reading from? 
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Mr. McCarruy. I am going back to the old book in terms of the 
level of inventory. We just projected the change here in inventory 
level. 

SPECIAL REACTOR MATERIALS 


The next item is inventory for special reactor materials. That is 
on page 58. Here we are projecting an increase in 1954 of $1,950,000. 

These special reactor materials are some five items: beryllium, 
zirconium, hafnium, heavy water, and graphite. The 2 largest 
items are shown on page 54. 

Mr. Patiiirs. What is hafnium? 

Mr. McCarrny. I think I will call on Dr. Hafstad to answer that. 

Dr. Harstap. Hafnium is one of the rare chemical elements that 
happens to be present as an impurity in zirconium, and we have had 
to remove it to make the zirconium useful in reactors. 

Mr. Puixturps. Then the hafnium project is not a project in itself, 
but a project to purify zirconium? 

Dr. Harstap. Hafnium is removed because it has the properties of 
absorbing neutrons. We are now beginning to inventory and use 
hafnium as a structural material for control rods. 

Mr. Pariiurrs. How hard is it compared to zirconium? 

Dr. Harsrap. About the same for physical properties. 

Mr. McCarruy. The inventory of beryllium will remain the same 
in 1954 as at the end of 1953. The plant now operating to produce 
beryllium will be put on a reduced operating basis to provide current 
usage only. 

The inventory of zirconium will increase by $1,950,000. This is 
the estimate for the Bureau of Mines and another contractor which is 
coming into being, the Carborundum Metals, Inc. 


SPECIAL MATERIALS INVENTORY 


The next item is the special materials inventory. 

Mr. McCarrnuy. Here we are projecting an increase of $132,000. 
There has been a reduction of $3,000,000 in that program, related to 
radium, which it was initially planned to procure in large quantities, 
and which will not now be procured. Included are items of gold, 
silver, platinum, and other materials. There is a slight change of 
$132,000 in that inventory program. 

Mr. Puiuiurps. How much gold inventory? 

Mr. McCarrny. It will be worth $214,000 at the end of 1954. 
These materials are used in the research programs. 


WORKING CAPITAL 


On working capital, page 61 of the revised estimates, there is no 
change from 1953 to 1954. 

Mr. Puriiurps. Why could there not be a little change downward? 

Mr. McCarruy. The working capital is made up of $46 million 
in collateral funds all tied up under contractual obligations. This, | 
think, is one you mentioned yesterday as to the possibility of return 
of the General Electric and duPont collateral funds. 

Mr. Puiturps. What did you say I did? 

Mr. McCarrnuy. I thought you made mention of the possibility 
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Mr. Puruurps. I thought I made it firmer than that. 
Mr. McCarrny. This is tied up in contractual obligations and 

will require some agreements on the part of the contractors, also. 

Mr. Puitures. Mr. Dean is to take care of that. 

















UNLIQUIDATED OBLIGATIONS 


Mr. McCarruy. On page 63 we come to the changes in unliqui- 
dated obligations. It is estimated in 1954 our outstanding commit- 
ments will grow by some $47 million. 

Mr. Puriurpes. Were these all created through contract authoriza- 
tions? 

Mr. McCarrny. No, sir. 

Mr. Puruties. How have vou any unliquidated obligations, then? 
This money you do have? 

Mr. McCarruy. This money we do have except for the 1954 
change, which is an increase and would require additional obligation 
authority. These are under our prime contracts which cover the 
contractor commitments at the end of the vear. These are the addi- 
tions to operating costs which result in an operating appropriation 
request of $930 million. 

Mr. Puriures. And it is against that that you intend to offset the 
unused money from other items? 

Mr. McCarruy. That has been taken into account. If you will 
go back to the first page of operating expenses summary, the total 
obligations to be incurred in 1954 amount to $980,852,000, against 
which we have applied $50,852,000. 

Mr. Puiuurps. That is the $50 million? 

Mr. McCarruy. Yes, sir. That, I think, covers the operating 
appropriation. 























LANGUAGE CHANGES 








Mr. Puitiies. How about changes in appropriation language in the 
bill. 

Mr. McCarruy. There are some proposed changes of language in 
the bill. 


The first one is in the operating expenses appropriation, page 11. 











LIMITATION ON AMOUNT FOR NEWSPAPERS AND PERIODICALS 





The first amendment is an increase in limitation for newspapers and 
periodicals. Last year " was $4,000, and we are requesting an incresae 
to $6,000 for fises al V * 1954. 

Mr. Puruuies. Why? 

Mr. McCarruy. Because of new offices coming in—Portsmouth, 
for instance—newspapers and periodicals to be procured for them will 
require about $200. Also, $1,800 is requested to get some transeripts 
of radio and television broadcast material for security and other 
operational purposes. 

Mr. Puituips. That is a lot of money for that. You send them a 
3-cent stamp and ask them to please send you a transcript. 

Mr. McCarruy. I have forgotten what those costs are. 

Mr. Puiuurps. As a matter of fact, I think you probably frank our 
envelopes. 
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Mr. McCarruy. I have forgetten what the costs of those are. | 
think we do have to pay for them, and they are on a subscription 
basis, as I remember. 

Mr. Borger. We find it necessary from time to time to get copies 
of the original transcripts hes security purposes and things of that type 

Mr. Puiuurps. All right. This is a $2,000 increase? 

Mr. McCartny. Yes. 

Mr. Puruuips. If you think you want that $1,800, you had better 
put in the record just exactly why you want that money. I think 
| have an idea what you are shooting at. 

Mr. McCarrny. Yes, si 

(The information follows:) 


With the continuing expansion of television, as well as the continued impact 
of radio on our national life, the review of these sources of information to the 
reneral public for suspected security leaks and for other operational purposes is 
of increasing importance. An increase of $1,800 in the limitation on newspapers 
and periodicals will be required for radio and television reports during the fiscal 

ear 1954. It is proposed to obtain this service by entering into a contract with 
tadio Reports, Inc., of New York City for selected but representative statements 
on atomic-energy subjects by news broadcasters, commentators, and other radio 
and television speakers. 


TRAVEL LIMITATION 












Mr. McCarrnuy. The next item in the language changes is to elimi- 
nate the limitation on travel as there is an item in the general provi- 
sions of this appropriation act which says the travel cannot exceed 
the estimate in the budget. The Bureau of the Budget has elimi- 
nated the limitation here. 





LIMITATION 





ON AMOUNT FOR PERSONNEL SERVICES 





Mr. Pariurpes. You want to change the dollar limitation on pro- 
cram administration personnel? 

Mr. McCarruy. That is right. There is a new amount on pro- 
gram administration personnel of $29,453,000. 











LANGUAGE TO PERMIT HIRE OF 





PASSENGER 





VEHICLES 





There is also a proposed amendment which would permit the hire 
of passenger vehicles, to give the Commission specific authority to 
hire passenger vehicles. This was first contained in the Supplemental 
Appropriation Act of 1953. It has not been included in any of the 
previous regular bills. 

Mr. Putuirs. Do you mean to say without specific authorization 
in our bill you could not go out and hire an automobile? 

Mr. McCarruy. That is correct, sir. We had that in the 1953 
supplemental, and we are asking it be continued in the regular bill. 

Mr. Puiiures. What are you going to do if we give you that 
authority? You will go out and buy buses that should be bought by 
a private contractor? 

Mr. McCarrny. No, sir. There is a limitation in the plant-equip- 
ment side on the number of passenger vehicles we can buy; so we are 
limited. This would provide solely the basis for hire. 
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LIMITATION ON PURCHASE OF NEW AUTOMOBILES 


Mr. Paitires. How many automobiles do you think you will buy 
for next year? 
Mr. McCarrnuy. Our request for 1954 is for 426 replacements and 
100 new. 
REAPPROPRIATION OF PRIOR-YEAR BALANCE 


Then there is a last item under the ‘“Operating expenses” appropria- 
tion which provides for reappropriation of the prior-year balance. 


PURCHASE OF NEW AUTOMOBILES 


Mr. Puitures. We put in the first half of our bill a provision that 
there should be no new cars bought until General Services and the 
Bureau of the Budget has time to see that all available cars bough! for 
agencies which are going out of existence, or for agencies that are not 
making fullest possible use of them, are put into use by such agencies 
as yours and others where the fullest use would be made of them. We 
look with a very dim eye on some of the automobiles now being used 
by some of the agencies downtown. In the past some of the executives 
have driven to the office in the morning and driven home at night, and 
the rest of the time the car sits on Connecticut Avenue between H 
and I. 

Mr. Dean. You do not refer to us. 

Mr. Puiuures. No. My thought is we would give you some of 
them. 

Mr. Dean. If you could put in a provision that we go to that pool 
first, before we obtained them elsewhere. 

Mr. Puruurps. I will ask the clerk to make a note of that. 

Mr. McCarruy. There are one or two proposed changes in the 
plant and equipment appropriation language. 

The first item is the amendment to the limitation on purchase of 
motor vehicles, which we have just discussed, which provides author- 
ity for the purchase of 526 passenger vehicles, of which 426 would 
be for replacement only. 

We are also asking in this appropriation language for authority to 
hire passenger vehicles, making it available in both appropriations, 
one pertaining to construction and the other to operations. 


REAPPROPRIATION OF UNEXPENDED FUNDS 


There is an amendment in connection with reappropriation of 
unexpended balances which appears in this appropriation. The pre- 
vious wording is adjusted to take care of the problem created last 
year when two appropriations were established for the first time. 

Mr. Puruuips. | think at this pomt in the record you had better 
put what that amount is in money. 

Mr. McCarrny. It is $50,852,000 for the operating expenses appro- 
priation, and for the plant and equipment appropriation it is 
$533 ,636,000. 

Mr. Putiuips. That, you state, is the total amount being referred 
to in this proviso? 

Mr. McCarruy. This proviso would bring forward, in addition 
to that money, also the obligated but unexpended balances. 
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Mr. Putturrs. Have you estimated those? 

Mr. McCarrnuy. I have not estimated those at the moment: no sir. 
Mr. Putiures. It would not take much effort? 

Mr. McCarruy. No, sir. 

Mr. Puruurps. Put it in the record. 

The information follows:) 


Operating ex- Plant and 
penses equipment 


ited unexpended balances to be carried forward | 

: June 30, 1953 | | 

Obligated news ...| $3,021, 831,428 | $614,360,214 | $2, 407, 471, 214 
obligated _ - 2 are 584, 488, 000 | 50, 852, 000 533, 636, 000 


|— — i. femal 
3, 606, 319, 428 665, 212, 214 | 2, 941, 107, 


REMOVAL OF LIMITATION ON NEW CONSTRUCTION COSTING IN EXCES:! 
OF $100,000 


Mr. McCarruy. There is also a new proviso being proposed as 

indicated on page 77. This proviso would be a proposed amendment 
to the construction rider under our present appropriation which pro- 
hibits the start of any construction project which is not in the budget. 
This proviso would read: 
Provided further, That the foregoing proviso shall not apply to any project for the 
alteration, extension or improvement of technical or production facilities unless 
such project includes the construction of a new building estimated to cost in excess 
of $100,000. 

The proposal takes into consideration the type of operation such as 
an improvement on the Hanford piles. 

Mr. Tuomas. That is to take care of those contingency funds, is it 
not? 

Mr. McCarruy. It would not repeal that language. It would limit 
the application to where we had a new facility or building that would 
cost in excess of $100,000. 

Mr. Yates. How do you arrive at this $100,000 figure? 

Mr. McCartny. We tried to take the lowest figure in the case of a 
new facility or building. 

Mr. Paruurpes. I thought you were trying to amend what we call 
the Thomas amendment. 

Mr. Tuomas. That is the limitation. 

Mr. Paris. That is right. Have you concluded, Mr. McCarthy? 

Mr. McCartuy. That is the end of the presentation. 

(Discussion off the record.) 

Mr. Puiturres. There is a little argument on whether you should 
testify on the fact you have taken money out of the 1954 appropria- 
tion apparently to meet the requirements of the Thomas amendment, 
and therefore you will not have money enough to complete some of 
these projects, as I understand the situation. Do you understand 
what I am talking about? 

Mr. Boyer. Do you refer to the contingency amount? 

Mr. Paruuirs. Yes. 

Mr. Boyer. The request was made in the chairman’s opening 
statement and in the letter of transmittal. 
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Mr. Dean. You refer to the figure of $140 million I believe, which 
was in for contingencies in 1954 under the expansion program of last 
year? 

Mr. Puiuurps. If it is already in the record it is not necessary to 
repeat it here. 

Mr. Corron. I had some notes during the past 2 days, but almost 
everything has been covered. 


ORGANIZATION AND MANAGEMENT STUDIES 


There is one point, however, that I would like to raise which is men- 
tioned in a report by an investigator on the committee staff last vea 
and that is the matter of organization and management personnel and 
organization and management studies. 

An analysis of the budget presented for 1954 before the revision 
indicates 137 personnel, estimated, at a cost of $727,000: 

Washingtun headquarters 14! San Francisco 
Grand Junction 5| Santa Fe 

New York operation ‘ 14| Los Alamos 
Hanford : 9 | Idaho operations 
Oak Ridge 14 | Chicago operations 
Savannah River_. ; 10 | 

In the report of the investigator I find this statement: 

At each of the operations offices visited it was noted that the personnel divisi: 
has organization and management groups. The job descriptions of the person 
of these groups indicate that organization and management studies are being 
made. While there is a definite need for continuing organization and manage- 
ment studies at all levels of the Commission by a group acting independently of 
the group being studied, each officer failed to produce a study worthy of the nam 


It was generally stated the study was contemplated but none had been made 


It seems to me from that report and from that list that there is 
some topheavy personnel there of which little or no use is being made. 
Would you care to comment on that? 

Mr. Smiru. Yes. Could we prepare and submit later data as to 
just what this is? Looking at this list that you have, it shows Wash- 
ington headquarters, Organization and Management Branch. That 
Branch does include people, part of whom were engaged in organiza- 
tion and management studies; not all of that group, however. Five 
or six people maintained a manpower inventory, which has been 
discontinued. 

At the Grand Junction office; I think in this number you have there 
is no one who had had responsibility for studies. 

In the New York office, 14, I think, is the total Organization Divi- 
sion personnel. 

As to whether studies have been made, they have been. There has 
been some comment about the quality of them, but we can provide 
them or show them to you. One resulted in the complete reorganiza- 
tion.of the Raw Materials Division a short while ago. There is 
another that has just been completed that is resulting in a complete 
overhaul of the system of communications. 

There have likewise been some made by the operations group. 
The Oak Ridge group makes an annual study of operations. They 
completed one which has resulted in a decrease in the number of people 
in the AEC request this year. 
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We can provide any detail you need. The trouble with this is that 
| am afraid whoever provided the information for the investigator did 
not understand what was wanted, and in many cases the number refers 
to people in the total Organization and Personnel Division. 

\[r. Corron. For instance, I realize you are going to file that and 
vou have definite data; but, subject to correction, what would be your 
reaction now, for instance, at Oak Ridge, where it says 14 persons at 
a cost of $68,230, under the title “Organization and Methods Branch’? 
What would those 14 people be doing? 

\ir. Smirx. Those people, first of all, would include the people who 
handle the issuance system, the preparation of the material for the 
internal issuance, and the maintenance of managers’ bulletins and ail 
that; secondly, the people who are responsible for the control and the 
preparation of the Program 8,000 budget are undoubtedly included 
in that group. A few of those people, either on part-time or full-time 
basis 

Mr. Corron. What do you mean by Program 8,000 budget? 

Mr. Smrrx. Program direction and administration. <A few of those 
people, either on a full-time or part-time basis, would be engaged in 
management studies, and I think of two at Oak Ridge in the last year, 
the one is in the Mound Laboratory and the other on the annual re- 
port which they prepare for the management there, which consists of 
preparation on an annual basis or changes which should be made in 
the costs. 

Mr. Corron. You will supply that information, then? 

Mr. Smrru. I will be very happy to do that. 

The information follows:) 


STATEMENT CONCERNING STAFF ENGAGED IN ORGANIZATION AND METHODS 
SERVICES 


Responsibility for organization and methods services (management engineering 
organization studies) has been assigned to the organization and personnel 
through the Commission as one of the functional areas in which they 
engage. Several other functions account for the major part of the organizati 
and personnel activity. A complete listing of the functions generally performed 
by organization and personnel offices is as follows: 

Government personnel function.—This involves the activities of staff member 
and clerical assistants concerned with the recruitment, examining, selectio 
placement, employee relations, training, and other work normally found 
Government personnel administration. 

Contractor personnel function.—This involves the activities of staff members 
and clerical assistants concerned with contractor labar relations, contractors 
wages and salary reimbursement, benefit programs, manpower, and draft defer- 
ment. It also involves negotiation with AEC contractors on labor relations and 
personnel provisions in contracts. 

Organization and methods service function —This involves the activities « 
staff members and clerical assistants concerned with the study and evaluati 
of new or improved organization, procedures, and methods for the managemet 
and control of operations; the conduct of programs aimed at improved work pla: 

work scheduling, work measurement, work simplification, etc 

Administrative function.—This involves the activities of staff members ar 
lerical assistants concerned with such matters as preparation and control 
forms; preparation of budget justification and submissions; maintenance of 
and records and preparation of strength and activity reports. 

Miscellaneous functions Depending upon the individual offic orgal 
structure, this involves activities of staff members and clerical assistants cor 

th community affairs, housing allotments, and safety and fire prot 
Because of the variations in the organization structure among ope 
lices, these activities are, in most cases, performed on an integrated ba 
t segregated by organization component 
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The attached tabulation shows the man-years and cost of staff members and 
clerical assistants on the organization and methods service function by operations 
offices and Washington headquarters compared to the total number of employees 
in organization and personnel activity. This does not include employees engaged 
in developing organization and procedures for the functional area in which the 
work nor for which their offices are primarily responsible. (For example, 
development of mail and records procedures by employees of mail, file, ar 
records offices are not class as organization and methods services.) 

Typical illustrations of the type and quality of work performed by the organiza- 
wre cat methods staff members can be found in the following reports of past 
studies. 


STUDY OF THE ORGANIZATION OF THE DIVISION OF RAW MATERIALS 


This study examined the program responsibilities of the Division of Raw 
wlaterials, reviewed its then current activities, organization and procedures, 
and the problems encountered in carrying out its responsibilities. Among th 
major problems resolved was the organizational direction of the extensive domesti 
procurement operations in the Colorado Plateau area. 

\s a result of the study an operations office was established at Grand Juncti 
Colo., with authority commensurate with the responsibilities of the area’s opera- 
tions. The Division’s branches in Washington also were reorganized to increas 
the effectiveness of administration. 


STUDY OF SERVICE FUNCTIONS AT IDAHO OPERATIONS OFFICE 


This study was made to determine the most effective manner of providing 


certain common services for the several organizational units operating at the 
national reactor testing station managed by the Idaho operations office. 

The report of the study concluded that a central facilities operation to furnisl 
such commonly required services was the best means to maximize effective and 
economical use of crafts, professional services and equipment. It resulted in 
contractor operation of these services and a reduction of direct AEC employm« 


STUDY OF THE ORGANIZATION OF DAYTON AREA 


The purpose of this study was to determine whether the Dayton area organiza- 
tion was properly designed and staffed for adequate, efficient, and econon 
contract administration in accordance with Commission policy. The study 
involved a review of AEC responsibilities under the Atomic Energy Act and under 
the AEC contract with Monsanto Chemical Co. 

The study pointed to certain economies in manpower which resulted in the AEC 
staff at Dayton being reduced by approximately one-half. 


STUDY OF ISSUANCE SYSTEM 


This study reviewed the existing issuance system and established problem 
areas, analyzed these problems and the AEC’s needs, and examined alternative 
systems. An interim report recommended a course of action designed to improve 
management communication. Based upon the study development of an issuance 
system which will collect into a single definitive ALC manual all policies, stand- 
ards, and prescribed procedures having mandatory application in the AEC, is 
currently being accomplished. 


STUDY OF PROBLEM OF COORDINATION OF ALL AEC EMERGENCY, DISASTER, AND 
MOBILIZATION PLANS 


As a result of this study, it was recommended, in order to increase efficiency, 
eliminate duplication and fully utilize staff division know-how, that a central 
control point be established responsible for the coordination and analysis of 
EDM plans in AEC. 
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Compartso1 of staff activity--Organization and methods servic 


organization and personne | functions as of Apr. 30 


tal 


Professional 


Clerical 


Francisco 


Professional 


Clerical 
Santa Fe 


Professional 
Clerical 


Savannah River 


Professional 
Clerical 


Schenectady 


Professional 
Clerical 


Washington headquarters 


Professional 
Clerical 








494 
CONSTRUCTION AT PorTsmMouTH, OHIO 


Mr. Yates. I noticed in the paper that the Secretary of Defense 
had stated that the Portsmouth plant would be cut back. Has the 
Commission been advised of that cutback? 

Mr. Dean. I think he is misquoted in that newspaper story, but 
we have had no official advice of a desire by Mr. Wilson to cutback. 

Mr. Yates. Have you talked to him? 

Mr. Dean. Not on this particular issue; no. That is a speculative 
story as far as we can find out. 

Mr. Yares. That is surprise to me, because almost everybody 
seemed to conclude that it was actually going to take place. 

Mr. Dean. Except for ourselves. 

Mr. Yates. Except for you? 

Mr. Dean. Yes. 

Mr. Jonas. Mr. Cole stated yesterday it was contrary to that; did 
he not? 

Mr. Duan. I think he did. 

Mr. Yates. But Mr. Wilson did not deny it subsequently; did he? 

Mr. Dean. I do not know whether he has or not. 

Mr. Yarrs. I have seen nothing in the papers to indicate that 
Mr. Wilson has announced he was misquoted on his first story. Have 
you? 

Mr. Dean. I have seen no quote from Mr. Wilson in the newspaper. 

Mr. Zucker. I think there was a quotation from Mr. Kyes or at 
least from his office which indicated that this was speculative. | 
believe that is a fact, Mr. Yates. 


LIMITATION ON CANCELLATION COSTS 


Mr. Yates. In the event Portsmouth were cut back now, what 
would your cancellation costs be? 

Mr. Dean. It would probably be of the order of $200 million. 

Mr. Yares. How do you prepare those cancellation costs? You 
have the power contract, for one thing? 

Mr. Dean. Yes, of course. 

Mr. Boyrer. There is $57 million. 

Mr. Yarus. You have a power contract that goes, as I remember, 
until August. 

Mr. Boyer. Until August 1. 

Mr. Yates. So that there would be no cancellation cost attributable 
to the power contract; would there? 

Mr. Dean. Ob, Yes. The private utilities financed the building 
there of 2 powerplants and there was that amount of $57 million 
appropriated last year for that very purpose. The Ohio portion of 
that $57 million, I think, comes to approximately $40 million. 

Mr. Yarrs. I was under the impression that the $57 million was to 
be directed to the cancellation charges for Paducah and Oak Ridge. 

Mr. Dean. All three. There was no limitation on it. 

Mr. Yares. What will the $200 million cancellation costs consist of? 

Mr. Coox. The cancellation cost will involve the cost of material! 
and labor expended to date plus the cost of cancellation of commit- 
ments made to date 

Mr. Yares. What portion will the $200 million be of the total cost? 


) 
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Mr. Dean. $200 million out of $1.2jbillion or one-sixth. 
Mir. Yatres. As the total cost? 
\ir. Dean. Yes—one-sixth. 


CIVILIAN EMPLOYMENT 


Mr. Corron. If the gentleman will vield, may I ask, Mr. Chairman, 
that there be inserted in the record right after my questions that | 
asked Mr. Smith, when he prepares that information, that he give us 
a breakdown of the personnel exclusive of construction. I want your 
regular operating personnel by functions. 

Mr. Smirn. Yes, sir. 

Mr. Corron. And divided by installations 

Mr. Smirxa. You would like a functional breakdown by installations? 

\ir. Pariiies. How many installations are there—about 18? 

Mr. Boyer. In the field we have 10 operations offices and about 
20 suboffices under those. 

Mr. Paruures. About 30. Do you want it broken down by the 
whole 30? 

Mr. Smirx. Probably the operations office will serve your purpose. 

Mr. Patties. How many divisions of personnel do you want? You 
said to break the personnel down by functions. You want to know 
how many people are stenographers and how many are whatever vou 
have, broken down by each of those 30 offices? 

Mr. Smrru. I would think the operations offices probably would 
cive What he wants. 

Mr. Puriures. In operations, you have only 10? 

Mr. Smirx. There are 10 operations offices 

Mr. Puitures. Then you are going to leave the 20 suboffices out 

Mr. Dean. No. We include those in the total figure. We will 
‘ive you the figure for the Oak Ridge operations office which will 

clude Portsmouth, Paducah, and Dayton under Oak Ridge as well 
as Oak Ridge itself, and in the case of the Santa Fe operation, it will 
include Los Alamos and Sandia 

Mr. Patuures. Do you have that broken down in your records now? 

Mr. Smirx. Yes, sir. 

Mr. Puriurpes. Then you had better break it down in our record 

Mr. Smita. Some will have only l or 2 people; in West Virginia, 
we would have only 1 man; Cleveland, Ohio, has 13. 

Mr. Corron. If you already have that, then it won’t be difficult 
to give it to us. 

Mr. Smita. We can give it to you any way you want 

Mr. Dean. Suppose we provide the complete breakdown. 

Mr. Corron. Fine 

Mr. Tuomas. It will show the clear picture if you break it down 
by operations, showing how many new facilities there are since you 
were here last vear. How many were there—2 or 3? 

Mr. Dean. Only two—Portsmouth and Spoon River 

Mr. Puitures. Would this breakdown requested by Mr. Cotton 
disclose that? 

Mr. Smirx. Oh, yes. 

Mr. Tuomas. If you do it by facilities, it will only be a little 
addition. 

(The information follows: 


32490—53—pt. 1 
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Apr. 30, 1953, PERMANENT CIVILIAN EMPLOYMENT DISTRIBUTED BY FUNCTION 


Functions 


Contract « 


Export 


Operations O fhic 


security 


Finance 


cludes property 


‘Top mana ement 
Legal (excludes patent 
Budgets 





497 


New York operations office 


Total, all functions 


Security 

Finance 

Construction and engineering 

Administrative services (exclusive 
property management 

Production 

Property management 

Information (public and technical 

Organization and personnel 

lop management 

Legal (exclusive of patent 

Biology and medicine 

Budget 

Researcl 

Industrial hygiene and safety 

Contract coordination 

Patents 


Hanford Ope ratior 


Total, all functions 


Security 

Finance 

Construction and engineering 
Administrative services (excluding property management 
Production 

Property management 
Information (public and technical 
Organization and personne] 
Community affairs 

Top management 

Legal (excludes patents 

Budgets 

Industrial hygiene and safety 
Contract coordination 
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Oak Ridge Operations Office 


Locations 


Operations 
sperat l 


office 


Ports 
Dayton, Paducah, Port 


moutt 
Ohio Ky , 
— . Ohio 


ati 
anagement 
rodauctior 
perty Managemer 
iformation (public a 
inizat 1 


New facility. 
Savannah River operations office 


Location 


Savannah Wilming- 


River, S. ( ton. Del Dana, Ind 


management 
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Santa Fe operations office 


Location 


struction 


Administrative services 
exclude property 
management 

Weapons 

Property Management 

Information (public and 
technical 

Organization and person- 
nel 

Community affairs 

lop management 

Legal (excludes patent 

Biology and medicine 

Budgets 

Industrial hygiene and 
safety 

Patents 


113 positions are located at Albuquerque, N. Mex. 
2 New facility. 


Chicago operations office 


Operations am i Lockland, | Pittst 
ollice total | V Ohio 


Potal, all functions 


security 

Finance 

Construction and engineering 

Administrative services (excludes property 
management 

Property management 

Information 

Organization and personnel 

Reactor 

lop management 

Legal (excludes patents 

Budgets 

Research 

Contract coordination 
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Schenectady operations office 


Location: 
|Schenectady, 
se 


all functions 


trative service cludes property Management) 
erty Management 
Organization and personnel 
Reactor 
Top manag 
Legal (excl 
Budgets 


San Francisco ope rations office 


| Location: San 
Francisco, 
Calif. 


tal, all functions 


truction and engi I 
inistrative ser‘ excludes property 
ty management 


ition and personnel 


management 


Idaho operations 


Location 
Idaho Falls, 
Idaho 


operty management 


public 


and perso 
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Washington headquarters and extensions 


Location 


Extensions 


on, D.C 


Oak Ridge, 
Tenn. 
York, 
Dis. 3 
Lake 
City, Utah 
Denver, 
Colo. 
Plant City, 
Fla 
Africa 


New 


Washing 


Salt 
Canada 
South 


Total, all functions 
rit 
nce 


truction and engineering 


inistrative services (excluding 
perty management 

materials 
iuction 
pons 

rty management 

tion (public and technical) 
lization and personnel 
ctor 

munity affeirs 

management 

1 (excludes patents) 

and medicine 

iget 

“arch 
justrial hygiene and safety 
tents 


xport control 


Ineludes field personnel at Butte, Mont.; Richfield, Utah; and Phoenix, Ariz 
Includes field personnel at Hot Springs, 8. Dak.; Douglas, Wyo.; and Albuquerque, Mex 


CONSTRUCTION AT PORTSMOUTH 


Mr. Yates. Getting back to Portsmouth again, won’t your can- 
cellation costs increase in the event there is a cancellation within the 
next couple of months? You are going ahead with the building right 
now? 

Mr. Dean. It increases each day. 

Mr. Yares. Do you not think it would be prudent to check with 
Mr. Wilson’s office to see whether they intend to cut back? 

Mr. Dean. It seems to me it should be reversed. If there is any 
intention to cut back, the Atomic Energy Commission should be 
notified. Our responsibility, when we come forward and justify a 
program before Congress, is that we go on with that program. If 
there is something in the military requirement which slackens off, 
then we have to go through a re-examination of our facilities to find 
out what to cut back in order to match the military requirement. It 
might not be Portsmouth; it might be some other place. So it is not 
just a question of the Department of Defense telling us to stop a 
facility. It is not run that way. That would be the wrong way to 
run the job. That is something which would have to be taken up 
with the National Security Council, and certainly their decision would 
be based on the requirements as laid down by the Joint Chiefs. 

Mr. Yares. The question in my mind is, in view of Mr. Wilson’s 
statement 

Mr. Dean. Which apparently he did not make. 
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Mr. Yares. We do not know that. All we know is that the state- 
ment appeared in the papers and, as far as you know, there has been 
no revocation of that statement. 

Mr. Dran. We have nothing from the Department of Defens: 
which would indicate to us he intended we would cut back any 
facility. Until we do get it, it seems to me we should proceed on the 
assumption it is not to be cut back 

Mr. Jonas. Every time you see something in the paper indicating 
what somebody has said, you do not call up the Defense Department 
to verify it: do vou? 

Mr. Dean. That is not what vou do. 

Mr. Yares. I would think it would be wise to call up the Defens 
Department, though, if the Secretary of Defense was supposed 
have said that, rather than some underling. 

Mr. Tuomas. It is stated in the paper that the Joint Chiefs of 
Staff are to be sworn in at some time in the indefinite future. I would 
also get their ideas on the subject. 

Mr. Yares. | would think when Mr. Wilson opens his mouth to 
make a statement that as Secretary of Defense he is in a responsible 
enough position to be listened to. 

Mr. Puitires. What made you say that apparently Mr. Wilson 
had not made that statement? 

Mr. Dean. I saw another statement the next day in which, if | 
recall—it is just recollection; I do not pay much attention to this 
newspaper speculation—I think Mr. Keyes was called and I think 
Mr. Cole made the statement that he had inquired of Mr. Keyes and 
there was no such thought. It was Senator Bricker who called. 

Mr. Yarres. How much of the $1,096,000,000 you are requesting is 
allocated for the Portsmouth operation? 

Mr. Dean. None of it except a small amount for training of people 
who would operate the Portsmouth site. 

Mr. Yares. Where do you get the funds for the Portsmouth con- 
struction? 

Mr. Dean. They were appropriated last year. 

Mr. Yarss. In last year’s appropriation? 

Mr. Dean. In last year’s appropriation. 

Mr. Yates. Were all the funds for the Portsmouth construction 
appropriated last year? 

Mr. Dean. They were. 

Mr. Yates. E xcept for the cancellation costs of the power con- 
tract; you were not given that last year? 

Mr. Dean. We were given contract authority enough to take us up 

» August 1, 1953, but not enough to take us beyond August 1. 

Mr. Yares. Will there have to be an appropriation for the period 
beyond August 1? 

Mr. Dean. There will have to be what we have suggested in the 
way of language. 

Mr. Puruuies. Mr. Yates, apparently that figure is $1,096,000,000 
in new money plus a carryover of approximately $533 million. 

Mr. McCarrny. Yes; plus $50 million on the operating side. 

Mr. Jonas. Where do you get that $2.4 billion you expect to spend? 

Mr. McCarruy. The new request plus our current-year appropria- 
tion. 
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Mr. Yates. I may be a little naive, but I think it would be well for 
this subcommittee to find out just what the Department of Defense 
proposes to do about Portsmouth. We are faced with rather sub- 
stantial cancellation costs here in the event the Commission goes ahead 
and a cutback does take place. 


LIABILITY FOR CONTRACT-TERMINATION COSTS 


I noticed on page 19 of the justifications the statement that the 
Commission has a contract for the procurement of domestic vanadium, 
and the statement is made: 

If we should be required to take the total vanadium production, our liabilit) 

timated at a total of $9,151,000. 

Will you amplify that? 

Mr. Boyer. In the purchase of uranium there is vanadium occur 
ring in certain of the ores, and we have in our contracts and in the 
price we have posted stated we will buy the vanadium in certain ratios. 
Mr. Johnson can give you those ratios. 

Mr. Yarns. The ratios are 10 to 1 in the contract? 

Mr. Boyer. Right. When there is a demand for vanadium, as there 
has been in the past, it has not been necessary for us to purchase this 
\ anadium, However, if there should be a decrease in the demand for 
vanadium, then we have an obligation to purchase vanadium in this 
ratio that it occurs in the uranium ore. If we do not do that, some of 
these ores would be unprofitable for the people to mine and produce. 

Mr. Yates. Then you do have a potential cancellation cost of $9 
million? 

Mr. Boyer. It is a potential purchase cost, not a cancellation cost, 
because we get the vanadium and put it in stockpile. 

Mr. Yates. Does the Atomic Energy Commission have any other 
possible cancellation costs under contracts which it has other than 
the costs which may occur under those power contracts? 

Mr. Dean. Not unless it cuts back a facility. 

Mr. Yatrrs. Cuts back the construction of a facility? 

Mr. McCarruy. There is one other small one that might occur. 
The only one I recall is in connection with the Tennessee natural-gas 
line. Under our contract with the East Tennessee Natural-Gas Co. 
there is a cancellation clause. As I recall, it is amortized over a 20- 
year period as long as we continue to take gas. If we terminate our 
gas contract there, we are subject to cancellation. As I recall, it is 
60 percent of the unamortized cost. The potential liability is about 
$3 million at the present time. 

Mr. Yarrs. And that is the only other contract? 

Mr. McCarrny. There is one other one; that is the zirconium 
contract, I mentioned, with Carborundum in which the contractor is 
to construct a plant for the commercial production of zirconium. The 
provision there is that he will build the facilities, and we have a con- 
tract to take 5 years’ production. If in the meantime we cancel, 
we would also be subject to a cancellation liability there. 

Mr. Dzan. In order to fill you out, I think I ought to mention two 
others that were mentioned yesterday. Those would be the can- 
cellation costs which will be entailed as a result of the re-secoping of 
the CVR—that is, the large aircraft-carrier reactor—and the re-scoping 
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which is required under this presentation in the revised budget in th: 
aircraft nuclear-propulsion program. 

Mr. Yates. As I remember, your initial testimony you were going 
to continue your work on the powerplant that was scheduled for the 
CVR, so that that won’t be a complete loss. 

Mr. Dean. That is quite true, but there will be approximately 
$3 million in the cost of the CVR re-scoping which, of course, will 
result in a loss. 

Mr. Yarrs. Is that applicable to your budget or to the Department 
of Defense budget? 


PARTICIPATION BY PRIVATE INDUSTRY 


Mr. Dan. It is applicable to our budget. 

Mr. Yarrs. Last year when you testified you stated private indus- 
try was being invited to take over more and more of the Atomix 
Energy functions. What is happening to that program? 

Mr. Dean. So far as taking over any of our existing facilities is 
concerned, nothing has happened. 

Mr. Yarrs. I mean to enter the atomic energy field. 

Mr. Dean. Entering into the atomic energy field, notably in the 
power reactor field, there has been a very active program during the 
course of the past year. We have had several industrial groups 
studying with our people at our laboratories. They have put up 
some money, and we have devoted some of our people to that—to 
joint studies like the reactor design. But there is nothing in this 
program for construction of a prototype on the power reactor. 


COST OF ATOMIC ARTILLERY SHELL 


Mr. Yaress. I noticed an item in the paper a few days ago that every 
shot of an artillery shell on the desert would cost something like 
$7 million. Is that an accurate statement? 

(Discussion off the record.) 

Mr. Yates. Are you still of the same opinion you were last y 
that the use of atomic power by airplanes is more effective than the 
use by atomic artillery? 

Mr. Dean. I think it would be hard to answer that yes or no. 
You get much larger energy releases in bombs that can be dropped by 
air. 

Mr. Yates. That was your answer last year, and I wondered if 
there had been any changes. 

Mr. Dean. It still holds 

Mr. Zuckert. That does not mean, though, vou are passing 
judgment on the relative effectiveness from the military standpoint. 

Mr. Dean. No. That is right. 


PURPOSE OF NEVADA TESTS 


Mr. Yares. There was a series of atomic explosions held this 
spring. Many of the Congressmen are commenting that the reason 
for that was because we had an overabundant number of bombs and 
you wanted to get rid of some of them. 

Now, what is the value of those tests? 





Mr. Dean. Let me say what we do not do at Nevada before | 
say what we do do. We have never exploded anything at Nevada 
for psychological reasons—that is, to impress the Russians or any 
other country or the American people. We have never shot off 
nything in Nevada simply to show it would go off, because we know 
it will go off. We have no intention of wasting fissionable material. 

So, consequently, the whole program at Nevada is one to test out 
new ideas which are developed at Los Alamos and Sandia and then 
the feasibility of their being incorporated in the stockpile of weapons. 
lt is entirely a development program, and believe me, a good one. 

Mr. Yares. Then each of those tests has a separate goal? 

Mr. Dean. Each of the tests has a separate goal. No two are 
alike. There were two fairly similar, but each one has been different. 
(nd this last series has been a very interesting and a very promising 
se ries. 


(Discussion off the record.) 
DISPOSAL OF RADIOACTIVE WASTE MATERIAL 


Mr. Yarss. What about the disposal problem in connection with 
the manufacture of fissionable material? I was told at Hanford last 
vear it was a real problem. I was told the time would come when 
you would have so much of that material that you would not know 
quite where to dispose of it. Is that still a problem with you? 

Mr. Dran. It is still a problem, because the fission products that 
you get when you are making plutonium have to be stored in large 
underground tanks so that contamination does not get out im the 
streams or in any way to pollute the ground. It is a growing problem 
but also one into which we are putting a good deal of research and 
development money to find a way to compress this so that we do not 
have as much liquid and we can get it into solid form. 


CANCELLATION CLAUSES IN ELECTRIC POWER CONTRACTS 


Mr. Jonas. I have one question I want to ask Mr. Boyer—not on 
this subject of inquiry today but provoked by the line of questioning 
Mr. Yates was engaging in. 

I have recently heard with respect to these contracts with can- 
cellation clauses—the power contracts with TVA and the Ohio 
companies—that one of the features in the TVA contract that I had 
not heard about before was that TVA has an escape clause for itself 
in its contract. Is that true? 

Mr. Boyer. The contract provides that TVA has a 10-year con- 
tract. TVA cannot cancel the contract prior to the end of 10. years. 
We can cancel the contract by paying. 

Mr. Jonas. By giving 51 months’ notice? 

Mr. Boyer. That is correct. 

Mr. Jonas. I thought they could cancel in 1956. 

Mr. Boyrr. No; in 1966. 

Mr. Jonas. It is 10 years? 

Mr. Boyer. Thatis right. And the contract continues unless either 
party gives notifications five years prior, I think. 

Mr. Jonas. Does the other contract with private companies 
have a similar provision? 

Mr. Boyer. No. They have no escape clause in their contract. 
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CONTINGENT FUNDS 


Mr. Tuomas. Mr. Chairman, I would like to clear up one point 
before you close the meeting, and that deals with a letter, dated 
May 18, 1953, addressed to John Taber, chairman of the full com- 
mittee. After reading this language, I was just wondering by what 
stretch of the imagination the writer of this letter could dream up the 
verbiage he used. As well as I recall, in this supplemental bill of 
last vear, it was finally worked out. I think about 4 o’clock one 
Monday or Tuesday evening after an all-night session Saturday night, 
that you wanted for your construction program in round figures 
$3.2 billion. After several trips and in a conference starting Friday 
afternoon and ending at 7 o’clock the following Sunday morning, in 
which the Commission or some of its members were in the Capito! 
Building most of the time—so I am told—a figure was arrived at o! 
$2.9 billion, and certain limitations were put in the language of the 
bill which are not sought to be repealed. And it was generall) 
agreed among the conferees of the House and the Senate that the 
figure of $2.9 billion was arrived at on one condition and one condition 
alone, and that was that the language was to stay in there, that we 
considered the language far more important than we did the differences 
between the two bodies as far as dollars and cents were concerned. 
And if the word ‘“‘contigency’”’ ever was used in any conference, 
I do not recall it, and if any member of the subcommittee recalls it 
I will withdraw my objection. But I am positive it was not used by 
any Member on either side or of either body in any meeting. 

Now, reading the language here, this is a letter addressed to Mr. 
Taber, it says: 

In arriving at the revised estimate for plant and equipment the apprdopriatior 
contingeney fund in the amount of $140,500,000 which were included in the funds 
in the Appropriation Supplemental Act of 1953- 
that is an error; there was no such item included in it 
for the expansion of the Commission’s production facilities, have been used to 
reduce the 1954 appropriation request and are, therefore, no longer available for 
appropriation to construct projects under the expansion program. 


That is just about as nice a choice of words as I have ever heard of. 


These contingency amounts provide in large measure assurance to the Commis- 
sion that in starting any expansion program we could comply with the provision 
in the Supplemental Appropriation Act of 1953 which specified that no part of 
the appropriation would be available for the construction of any specific item or 
units thereof unless funds were available for their completion. 

What it amounts to under the language used here is that the word 
“contingency” simply amounts to saying that the $2.9 billion is now 
$140 million short and, as a result of that shortness, they want to 
repeal the limitation. I think it would have been far better just to 
have laid it on the line and so stated. 

Is that what it amounts to? 

Mr. Boyer. Would you like me to comment on that? 

Mr. THomas. Yes. 

Mr. Boyer. What we are saying in that letter, Mr. Thomas, is this, 
that in taking out the $140.5 million, we are eliminating contingency 
funds that were provided to take care of variations in estimates and 
production costs. 
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Mr. Tuomas. You did not tell Speaker Sam Rayburn and Senator 
\icFarland and 2 or 3 others that you needed $140 million of contin- 
eency funds in addition to the $2.9 billion. 

Mr. Boyer. The $140 million was in the $2.9 billion vou refer to. 

Mr. Tuomas. They did not tell me that when they called me the 
next morning at 8 o’clock and wanted to know if we could accept 
on this side of the House. 

Mr. Boyrr. The $140 million was in the $2.9 billion. 

Mr. Tuomas. That is right. And now you are short. What it 
amounts to is that vou are short the $140 million. You got an overrun. 
That is just what it amounts to. 

Mr. Boyer. No; that is not correct. What we are saying here is 
that we believe we can finish these projects with $140 million less than 
the $2.9 billion. But we want it clearly understood that the $140 
million represented a contingency fund and in using the lower figure 
we are taking a risk that unforeseeable items might arise which would 
require the full amount of money. 

Mr. Tuomas. If you can do it for $140 million cheaper than $2.9 
billion, why remove the limitation, then? 

Mr. Boyer. Because we are taking a risk. We are projecting the 
program over 4 years 

Mr. Tuomas. You are protecting against your own risk. We 
won’t allow you to take that risk. We will just leave the language in 
and let vou use that $140 million. 

Mr. Dean. If we were $1 off, under your theory, as I understand 
it, we could not start the whole thing. We have to have some con- 
tingeney in the expenditure of $3 billion. 

Mr. THomas. That does not follow at all. 

Mr. Dean. That is why we had to have a contingency. 

Mr. Puriuies. Would not your idea be that you could have a 
percentage leeway of some kind rather than cash? 

Mr. Dean. I think we would have to have a percentage of cash 
leeway in a program of construction of $3 billion worth of facilities. 

Mr. Puriuurpes. What is there in Mr. Thomas’ amendment, as we 
call it, which says you have to hit it on the nose of a dollar? I do 
not read that in here. You tell me what it is. 

Mr. Dean. My reading was you could not start this program unless 
you had the funds available with which to complete it. 

Mr. Tuomas. That is right. And, of course, the purpose of that 
limitation was a compromise of the first one which you kicked so 
loud and long about, namely, that you were going to have definite 
plans and specifications before you ever started work on a project. 

(Discussion off the record.) 

Mr. Dean. I think we have explained our concern about the 
elimination of the contingency and the misunderstanding that might 
come if the rider remains in and the contingency is taken out. That 
is all we are attempting to point out to Mr. Taber and Senator Bridges. 
| wrote the letters referred to. 

Mr. Tuomas. I have no further questions. 

Mr. Puruiies. We thank you, gentlemen. 
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CONCLUDING REMARKS BY MR. DEAN 


Mr. Dean. May I have one concluding werd? By way of apology 
for the rather ae fashion in which we have had to present 
this budget, it is in part due to the late revised estimate which has 
been just as much of an inconvenience to you as it has to us. 

Mr. Chairman, I am quite confident that when I read over th: 
record of this hearing it won’t give any feeling of our sense of the 
urgency which we feel about the year 1954 and the importance of 
our program; nor will it reflect adequately the accomplishments of 
1953. I wish that it might, because the things that have happened 
during the past year have been striking; they have been revolutionary, 
and it has been truely a year of accomplishment. 

We hope this committee, in considering this budget, will not cut 
us so that we cannot keep up at the rate we have been going in the 
paneer of fissionable materials and weapons and the mainten- 
ance of a healthy research and development program. 

[ say this with some feeling, because I have been going over the 
Russian program lately, and I cannot help but compare ours to 
theirs and to the way they are approaching it. They have the highest 
priority in it. I found out recently they have over 200,000 men 
working for the large uranium mining company in East Germany 
They have every priority throughout their projects; they have un- 
limited means and unlimited manpower. I think 1954 is going to 
be a very important vear in our program, and I tremble to think 
that we might slacken off. 

Mr. Puiuurrs. Thank you, Mr, Dean. 


Report on Atomic ENERGY ARGONNE PLANT AND CHICAGO OPERATIONS OFFIC! 
CuicaGo, Iuu., By Orro Kruecer, M. C. (Repusitican, Norta Dakota) 


This can be no more than a layman’s report or impression of a facility that 
involves such a high degree of skill, of professional and technical training that 
there are only a few score individuals qualified to administer such an undertaking 
I can tell only of the practical things that I saw and the impression I gathered oi 
the men who operate the laboratory. 

I gained the idea that the men engaged in this undertaking are devoted to a 
task, an undertaking that has had a tremendous effect on the world to date and 
holds fearful possibilities for the future. While the first efforts were warlike with 
destruction as the goal, research for more peaceful ends is important today. 

Administration facilities are housed in quonset type structures, designed as 
temporary buildings. Plans for permanent office space were included in the 
original design, but when the funds would not cover this expense, the mone) 
went into the actual research facilities rather than to administrative trimmings 
Efficiency apparently took first place over marble halls. This design and con- 
struction are of a practical nature throughout the whole plant. 

As an agency starting from scratch, engineering and architecture were a part of 
the laboratory work from the beginning. This involved problems that could be 
answered only by those who were actually to use the facility. 

Some idea of the problems involved is in the sewage treatment alone. To 
prevent the possibility of active materials escaping from the plant and contami- 
nating a countryside or a river, all sewage and waste must be collected and tested 
before it can be disposed of by conventional methods. 

The safety factor involved nearby residents, and all construction has been carried 
on with thisin mind. The laboratories had to develop safety devices for personne! 
and to see that they are regularly used, The biological division research paid off 
in the establishment of radioenergy factors that saved much in construction. 
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Che evidence of teamwork was impressive. Contacts with the personnel were 

ited of course, but the cooperation wes very apparent. The same spirit 

emed to extend through the various grades. My personal feeling is that we 
ve been fortunate in securing men of this caliber in the development of this 

d and we should make every effort to retain them. I feel that private industry 

ild be delighted to have the services of these men. 

The vast amount of plenning and the many hours of physical labor that were 

eeded before the theories could be tested were interesting. Ill be frank that the 
eral application of common sense in such a field altered my oy inion of scientists 

1 developed a respect for the staff at Argonne Laboratories. If they have 

complished as much in the field of research as they have in a practical way, that 

en I could understand, they have done a good job. 

Not being @ nuclear physicist or a scientist, it would be difficult for me to put a 

llar and cents value on what has been done. It is difficult to put thet velue on 

y research. My knowledge of the other atomic energy installetions is limited, 

t I gather that much of the rlenning for construction and production came from 
Argonne, You more experienced members of the committee are familiar with the 
extent of that development and you can put your own ticket on Argonne Labora- 

ry’s contribution in that respect. 

Of necessity, much of the work is of a secret nature. Some of the developments 
annot be told without threatening our national security From what was 
ivailable to me, I gained some idea of what has been done in this respect. 

Dr. W. H. Zinn, the laboratory director, and his assistant painted no bright 
picture of what might come in the matter of defense or of power development 
It has taken a lot of hard work and a lot of money to reach the point achieved 
today. Present achievements were the practical accomplishment of what was 
pure theory. It was stimulated by the war. The Argonne staff agreed that 
present progress could be speeded up but left the doubt that it was economically 
justifiable right now. They were eager to continue their work. 

In the field of power, there is still much to be accomplished. No private 
company or group is prepared today to proceed with the research for power 
production. But we have other uses for the coal and present power sources in 
more productive fields. It seems that further development is justified. 

Other nations know what we have accomplished. We know how far they 
have gone. It is not a matter of guesswork that the Soviets are engaged in 
production of materials for the atomic bomb. Our place in the development of 
atomic energy can well mean our place in the international scheme. It would 
seem wise to keep ahead of the parade—not necessarily on an emergency basir, 
but in a progressive fashion. 

Mr. Al Tammaro, manager of the Chicago operations office of the Atomic 
Energy Commission, and his assistant, Mr. Remy, were most helpful. Dr. W. 
H. Zinn, laboratory director, and his assistant, Dr. Norman Hilberry, provided 


me with quite an education in a short time. I was impressed by their devotion 
to the job they were doing. 





Monpay, May 25, 1953. 
VETERANS’ ADMINISTRATION 


WITNESSES 


H. V. STIRLING, DEPUTY?ADMINISTRATOR 
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SERVICE 
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F. H. DRYDEN, ASSISTANT ADMINISTRATOR FOR CONSTRUCTION, 
SUPPLY, AND REAL ESTATE 

W. HOWARD, ASSISTANT ADMINISTRATOR FOR CLAIMS 

J. G. CORBITT, DIRECTOR, FOREIGN RELATIONS SERVICE 

E. E. ODOM, SOLICITOR 

G. H. BIRDSALL, ASSISTANT ADMINISTRATOR FOR LEGISLATION 

A. 8S. MASON, ACTING ASSISTANT ADMINISTRATOR FOR SPECIAL 
SERVICES 

DR. G. M. LYON, ASSISTANT CHIEF MEDICAL DIRECTOR 

Cc. L. CURTISS, ASSISTANT ADMINISTRATOR FOR CONTACT AND 

ADMINISTRATIVE SERVICES 

F. W. KELSEY, ASSISTANT ADMINISTRATOR FOR FINANCE 

R. L. JARNAGIN, CHAIRMAN, BOARD OF VETERANS’ APPEALS 

C. G. BECK, ASSISTANT ADMINISTRATOR FOR INSURANCE 

S. H. COILE, ASSISTANT ADMINISTRATOR FOR VOCATIONAL RE- 

HABILITATION AND EDUCATION 

F. R. KERR, ASSISTANT ADMINISTRATOR FOR PERSONNEL 

E. O. GARDNER, GENERAL ASSISTANT FOR INSURANCE 


ADMINISTRATION, Mepicat, HospiraL AND DomIcILIARY SERVICES 


Analysis of expenditures 





l | 
1952 actual | 1953 estimate | 1954 estimate 


Proposed supplemental appropriation.................-......- ...| $18, 960, 000 | 
Unliquidated obligations, start of year. _-_.-_--- . . 7 oes a $2, 000, 000 
Unliquidated obligations, end of year - _- iis ‘ | 2, 000, N00 |. 


Expenditures are distributed as follows: | 
Out of current authorizations. _--- —s ‘ -----e---| 16, 960,000 
Out of prior authorizations = basbuseunkn 


| 
| ine 2, 000, 000 
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Amounts available for obligation 


priation or estimate 


erred to “Operating expenses, General § 


ration,”’ pursuant to 41 U, 8, C. 217 
\djusted appropriation or estimate 

r year balance reappropriated 
bursements from non-Federal source 
bursements from other accounts 


lotal available for obligation 
nce reappropriated for subsequent year 
bligated balance, estimated savings 


Obligations incurred 


rE.— Reimbursements from non-Federal sources above 
conditions to patients who are not entitled to hospitalizat 
hospitalization insurance contracts to the extent such contract 
bursements from non-Federal sources above also include $83,467 


perty (40 8. C. 481 (e 


Vict Adm 


1952 actual 


$905, 359, 770 


7, 758 


52, 012 


25, 000 


503, 682 


170, 964 
500, OOO 
99 


186 


ire for medical 
ion benefit 
s provi 


rom t 


260 
000 
, 643 
. 108 


oll 


Oll 


services 


Publie Law 45 


le (Publie Law 


he proceeds of 


furnish 


$921, 100, 000 


¥21, 100, 000 
, 900, 000 


806. 400 


806, 400 


806, 400 


ed under emer 
5) and proceeds 
2, 73d Cong 


sale of personal 


Obligations by activities 


Deser 


Dire 


iptior 


t Obligations 


Medical hospital, and domiciliary services 
(a) Neuropsyc? iatric hospitals 


} luberculcsis hospit 


te; 1954 estims 


000 
500 


c) General medical hospitals 
(d) Non-Veteran ministr 
e) He 
f State home: 

Outpatient 5 
(kh) Medical administration 
i) Other service 
Nonmedical administration 

(a) Veterans and dependents’ claims 

(h) Insurance 
c) Vocational ret 
(d) Loan gttaranty 
é) Readjustment allow 
l administration and contac 
iirection 


mes 


vice 


bilitation and ¢ 
nce 

f) Gener 
cutive 


Total direct obligations 


and don 


iciliary 


General medical hospital 


Obligations incurred 


32490—53—pt. 1——-33 


tion hospit 


‘rom Other 


278 


009, 903 


OOo 


1) 
4) 
HW) 
000 
100 
100 


O00 


iw 
O00 

14, 000 
0, OOK 
O53. 000 


00. 000 


2 Ri 


806, 400 
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Obligations by objects 


Object classification 1952 actual | 1953 estimate | 1954 estimat: 


Summ y of Personal Services 


Total number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 


Average salaries and grades 
General schedule grad 
Average salary $3, 657 
Average grade 4.1 
Crafts, protective, and custodial grades 
Average salary YON 
A vel grade *PC-3.8 
Ungraded positions: Average salary $5, 687 


Personal service obligations 
Permanent positions 118, 611 
Part-time and temporary positions 3, 310, 213 
Regular pay in excess of 52-week bas« 401, 563 
Payment above basic rates , 395, 680 


Total personal service obligations 226, 076 648, O87, 
Direct Obligations 


Personal services 076 645, 947, 822 
Travel 
Employee , 588, 605 3, 660, 700 
Beneficiary 5, 413, 395 559 
Transportation of things 
Shipment of bodies 85, O56 , 143 
Other 3, 123 5, 131, 679 
Communication servi : 344 3, 794, 413 
Rents and utility service 10, 508, 983 9, 925, 546 
Printing and reproductior , , B83 971, 377 
Other contractual services 
Medical and dental fees 45, 613, 715 29, 734, 569 
Other ‘ 47, 094, 306 334, 843 
Supplies and materials 
Provisions 48, 766, 962 52, 202, 000 
Other 9, 707 53, 054, 649 
09 Equipment 453, 727 ; 737 
10 Lands and structures , 174 394, 983 
11 Grants, subsidies, and contributions }, 338, 366 , 388, 250 
13 Refunds, awards, and indemnities 38, 423 , 000 
15 Taxes and assessments . , 494 519, 033 


Subtotal 339 873, 914, 303 
Deduct charges for quarters, subsistence, and laundry : 513 13, 904, 400 | 


Total direct obligations 54, 826 860, 008, 903 


Obligations Payable Out of Reimbursements From Other 
iccounts 


Personal services 2 000 2, 140, 000 
Supplies and materials 
Provisions : 4, 000 194, 000 
Other 251, 000 260, 000 
Equipment 31, 682 29, 108 


Total obligations payable out of reimbursements from | 
other accounts 2, 593, 682 2, 623, 108 


Obligations incurred , 448, 508 862, 633, 011 
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Analysis of expenditures 


1952 actual 


ated obligations, start of 7, 910, 891 


the vear 7, 448, 508 


gations incurred during 


luct 
Reimbursable obligations 
Adjustment in obligations of prior years 
Unliquidated obligations, end of year 
i 


Obligated balance carried to certified claims accour 945 


6, 818, 682 , 750, 751 
&, 450, 189 6, 500, 000 
93, 909, 146 3 O50 406 
186 000, 000 


rotal expenditures 38, 332. 000 
penditures are distributed as follows 
Out of current authorizations 

Out of prior authoriz 


800, 909, 497 
84, 326, 399 


COMPENSATION AND PENSIONS 


Analysis of expenditures 


1953 estimate | 1954 estimat 


Proposed supplemental] appropriation : $1, 423, 500 


Expenditures out of current authorizations.........- : 1, 423, 500 


Amounts available for obligation 


1952 actual 1953 estimat 1954 estimate 


$2, 172, 230, 000 | $2, 204, 351, 000 $2, 546, 291, 


Appropriation or estimate 7: 
10, 441, 440 2, 402, 652 


Prior year balance available 


Total available for obligation 4 b 2, 182, 671, 440 , 753, 65 2, 546, 291, 
Balance available in subsequent year ‘ ‘ " — 2, 402, 652 


2, 180, 268, 788 », 753, 65 , 546, 291 


Obligations incurred 
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Obligations by activities 


1952 actual nate | 1954 estin 


1. Compensation 

a) 3} h-American War veterans : 5965, 585 08 $aN9. ( 

h) Spanish-American War dependents 17 , 507, 6 1. 5AS. ¢ 
World War terans 22, 246, 236, i 228 461 

d) World War I dependents . ‘ . 785 } 49, 601 

e) World War IT veterans £ 32, 879, 5s f 1, 033, 507 
World War IT dependents. - - 746, 05 , OFS 288, 017, ¢ 
Peacetime-service veterans sielehdaeadianens 37, 571, 41,§ . 42, 650, 7 

h) Peacetime-service dependents ; a 7, 005, 235 , 031 
Public Law 28 veterans 7 
Public Law 28 dependents 


»w-fever experiments 
can War dependents 
n war veterans 
lian war dependents 
] War veterans 
War dependents 
ish-American War veterans J K 
panish-American War dependents 593. 9 
World War I veterans 242. 600, 955 
World War I dependents 30, 187, 
World War IT veterans 26, 842, 5 
1) World War IT dependents 94, 
m) Peacetime-service veterans " 155, 
Peacetime-service dependents is 


(o) Public Law 28 vetera 66, 


(p) Public Law 28 dependents airinsaihiaie “ i. 
Other 
1) Emergency officers’ disability retirement (World 
War I 
A dinst service and det dents’ pax 


Subsistence allowance lisabled veteran trair 


Obl 


Obligations by objects 


Pensions, § ‘'s, and insurance claims: 

195% ‘ $2, 180, 268, 788 
2, 206, 753, 652 
2, 546, 291, 000 


2 $3, 000, 00K 
2 180, 268, 788 752 65 2, 546, 291. 00K 


2, 180, 823, 250 684, 138 2, 549, 291, 00K 


2, 930, 486 3, 000, 000 3, 500, OOF 


77, 892, 764 , 684, 13 2, 545, 791, ( 


2, 201, 341, 000 2, 542, 791, Om 


, od, 138 3, 000, 00K 


READJUSTMENT BENEFITS 
Analysis of expenditures 
1952 actual 1953 estimate | 1954 estimate 


Proposed mental appropriation $206, 058, 000 


Expenditures out of current authorizations 5 206, 058, 000 
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Amounts available for obligation 


Description 1952 actual 1953 estimate 


ropriation or estimate $1,009,640,000 | $558, 907, 20K 


r year balance available 5 556, 837. 090 162, 642, 868 


Total available for obligation 1, 566, 477. 090 721, 550, 068 
ince available in subsequent year - 162, 642, 868 


Obligations incurred 1, 403, 834, 222 


Obligations by activities 


ucation and training 
Su tence 
Puition 
Supplies and equipment 37, 1 5 0), 000 
Education and training allowance 
550, 2d sess., 82d Cong d 57 700, 000 
guaranty 
Interest gratuities : 
Guaranty losses 1.1 208, 814 
Loans and property acquired 14 », 474 14, 404, 100 
ustment allowances 
Unemployment allowa l 90, 000 
Self-employment allowance 11, 3 9, 294 


Obligatior 


Obligations by objects 


t classification 


Grants, subsidic ind contributions 


Pensions, annuities, and insurance claim 


Obligations incurred 


inalysis of expenditures 


1952 actual 1953 estimate 


Unliquidated obligations, start of year $4, 267, 504 $4, 012, 062 9 000 
Obligations incurred during the year 1, 403, 834, 222 721, 550, 068 4, 962, 000 


1, 408, 101, 816 725, 562, 130 } 000 
Deduct unliquidated obligations, end of year. - . 4,012, 062 2. 000, 000 3 000 


Total expenditures 1, 404, O89, 754 723, 562, 130 000 
Expenditures are distributed as follows 


Out of current authorizations 
Out of prior authorizations 


{ 556, 907, 200 
\ 166, 654, 930 


}1,404,080,754 
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Mintrary AND Nava INSURANCE 


Amounts available for obligation 


1952 actual | 1953 estimate | 1954 estimat¢ 


A ppropriation f 
Current de i $6, 000, 000 $6, 854, 000 $1, 496, 
Permane! lef t 161, 162 81, 703 75, 

Prior year bala vai ] l 7, 597 2, 070, 503 3, 589, 


7, 248, 75s 9, 006, 206 5, 160, 
—2, 070, 503 —3, 589, 691 


5, 178, 256 5, 416, 515 5, 160, 6¢ 


Obligations by activities 


1952 actual | 1953 estimate | 1954 estim 


1 Monthly paymen ben¢ . 
(a) Disa ty rd $4, 433, 95: $4, 311, 450 $4, 195, 875 
(6) Death aware 5, 73 14, 065 11, 81 
2. One sum benefit paymer 37, 4! 35, 000 30, 001 


rransfers to U. 8. Government life insurance fund 691, 119 1, 056, 000 | 923, 006 
Obligations irred ‘ 5, 178, 256 5, 416, 515 5, 160, 691 


Obligations by objects 
lassification 1952 actual | 1953 estimate | 1954 estimate 


Grants, subsidies and contributions (payment to U. § 
Governme! insurance fund $691,119 $1, 056, 000 $923, 000 
12 Pensions, annuities, al insurance claims 4, 487, 137 4, 360, 515 4, 237, 691 


Obligations ineurre« - ‘ 5, 178, 256 5, 416, 515 5, 160, 691 


Analysis of expenditures 


1952 actual | 1953 estimate 1954 estimate 


iol tart of year $57, 788 $6, 595 |. - 
uring the year__- : f , 256 | 5, 416, 515 $5, 160, 691 
6, O44 5, 423, 110 | 5, 160, 691 
Deduct unliquidated obligations, end of year... .....--. , 505 | 


Total expenditures “a ; a aaa 5, 229, 449 5, 423, 110 | 5, 160, 691 


Expenditures are distributed as follows: 
Annual definite appropriations 
Out of current authorizations - = § . 3, 271, 012 1, 496, 000 
Out of prior authorizations ad 2 —a : 2, 070, 503 3, 589, 691 
Permanent indefinite appropriations 
Out of current authorizations ase ne 75, 000 75, 000 
Out of prior authorizations fa oa , 6, 595 
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HospITAL AND DomiciniArRy FAciILirigs 


Amounts available for obligation 


ital bed-produei 
ions At exist 
ehabilitation 


Obligations incurred 


Obligations by objects 


Object classification 1952 acti 953 >| 1954 estimate 


VETERANS’ ADMINISTRATION 


tal number of permanent positions 
Full-time equivalent of all other positions 
Average number of all employees 


Average salaries and grades 
General schedule grades 
A verage salary 
Average grade 
Ungraded positions: Average salary 


Personal services 
Permanent positions , $2, 692, 055 
Part-time and temporary positions ] . 4 500. 000 
Regular pay in excess of 52-week bas« ¢ 10. 445 
Payment above basic rates } 13, 12, 800 


Total personal services { 7 7, 215, 300 
l'ravel ; 189, 000 
Transportation of things 280, 000 
Communication services 21, 000 
Rents and utility services l 5 33, 000 
Other contractual services l ) 5, 013, 000 
Supplies id materials 5 5, 586, 000 
Equipment 7, 4, RE 22, 808, 602 
Lands and structures 5A, 997, 016 
laxes and assessments 73 90, 000 


Obligations incurred 547, , 96, 232, 918 
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Obligations by objects—Continued 






Object classification 1951 actual 





ALLOCATION TO CORPS OF ENGINEERS, DEPARTMENT OF TIF 
ARMY 









rotal number of permanent positions 285 
Average number of all employees 





Average salary and grade 


(ae 





neral schedule grades 


Average salary $4, 5 









Average grade GS-6.8 
Crafts, protective, and custodial grades 

A verage salar $2, 782 

Average grad ; CPC-2.3 
Ungraded positions: Average salary $4, 270 














} nent positions $1, 206, 571 
Regular pay in excess of 52-week base 4, 634 
Payment above basic rates 5, 588 







otal personal services 1, 216, 793 























sportatior of things 1, YRS 
04 Communication services 15, 245 
05 Rents and utility services 15, 868 
06 Printing and reproduction 810 
07 Other contractual services 254, 673 
OS Supplies and materials 38, 695 
09 Equipment 2, 840 
10 Lands and structures 2, 750, 584 
13° Refur awards, and indemnities | 2, 024 
1 7 


SUMMARY 






lotal number of permanent positions 810 
Full-time equivalent of all other positions 365 
Average number of all employees 1,115 










01 





Personal services 
Permanent positions 
Part-time and temporary positions 
Regular pay in excess of 52-week base y 
Payment above basic rates avins ne 19, 569 


















15 Taxes and assessments 










, 502 


Obligations incurred 42, 869, 133 





Analysis of expenditures 


1952 actual 











Unliquidated obligations, start of year $182, 537, 494 
Obligations incurred during the year ‘ 42, 869, 133 









25, 406, 





627 

Deduct: 
Reimbursable obligations 75, 000 
Unliquidated obligations, end of year 102, 325, 204 

Obligations transferred to ‘‘Hospital and domiciliary facilities 

(liquidation of contract authorization), Veterans Ad- 

ministration” 27, 505, 080 









Total expenditures 95, 501, 253 


Expenditures are distributed as follows: 
Out of current authorizations 
Out of prior authorizations 





, 501, 253 








Total personal services | 5, 713, 495 | 
02 Travel } 82, 824 | 
03 Transportation of things 95, 220 
04 Communications services 22, 207 
05 Rents and utility services 26, 974 | 
06 Printing and reproduction 810 
07 Other contractual services 1, 920, 882 
08 Supplies and materials 1, 896, 304 
09 Equipment 7, 648, 299 
10 Lands and structures 25, 430, 592 
13 Refunds, awards, and indemnities 2,024 


$102, 


1952 estimate 


2m) 





$783, 627 
O10 
3, 963 


790, 600 
26, 000 

3, 000 

30, 000 
30, 000 

1, 500 
500, 000 
70, 000 

5, 000 

5, 904, 840 
1, 000 
700 


, 640 


796 
900 
1, 598 


$3, 602, 990 


4, 500, 000 | 


13, 947 

16, 963 

8, 133, 900 
224, 000 
296, 000 
52, 000 
65, 000 





1, 500 | 


743, 000 
, 912, 000 
3, 863, 051 
75, 290, 750 

1,000 
90, 700 





119, 672, 901 


1953 estimate 





204 
119, 672, 901 





221, 998, 195 


121, 359, 898 


59, 000, 000 





1953 estimat 












$2, 999, 254 
4, 500, 001 
11, 624 


14, 422 





1 





100 
5, 038, OOF 


588, 500 
ROR, 8O2 
55, 426, 666 








90, 500 


97, 005, 568 


1954 estimate 


$121, 359, 898 
97, 005, 568 















218, 365, 466 
138, 475, 734 


21, 185, 664 








41, 638, 297 


5, 000, 000 
36, 638, 297 


58, 704, 068 


5, 000, 000 
42, 704, 068 
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HospitaAL AND DomicrinIary FAcILITIES 


(Liquidation of contract authorization) 


Amounts available for liquidation of contract authorization 


Pactual | 1953 estimate | 1954 « 


ropriation or estimate $927. AOS. ORO $59, 000, 000 
I 


plied to contract authorization 27, 505, O80 19, 000, 000 


Obligations incurred 


Analysis of expenditures 


)bligations transferred from ‘‘Hospital and domiciliary facilities, 

Veterans’ Administration” (total expenditures out of appropria- 

tions to liquidate prior year contract authorization) : 
1952 : $27. 505. O80 
1953 59, 000, 000 
1954 PEP i 21, 185, 664 


Masor ALTERATIONS, IMPROVEMENTS, AND REPAIRS 
Amounts available for obligation 


1952 actual | 1953 estimate 


Appropriation or estimate $8, 750, 000 7, 344, 000 
wr year balance available 230, 700 


Total available for obligation . -: ; 8, 750, 000 74. 700 

ilance available in subsequent year- -. 1, 230, 700 | 1, 044, 000 
| 

Obligations incurred - 7, 519, 300 7, 530, 700 


Obligations by activities 


Hospital and domiciliary facilities, non-bed-producing projects: 
1953 ; = a $7, 519, 300 
1954 , 530, 700 


Obligations by objects 


Object classification 1952 actual | 1953 estimate 


)tal number of permanent positions 
ull-time equivalent of all other positions 
erage number of all employees 


verage salaries and grades 
General schedule grades: 
A verage salary 
Average grade 
Ungraded positions: Average salary 


Personal services 
Permanent positions i ; 920 
Part-time and temporary positions } 200 | 
Regular pay in excess of 52-week base 2 20) 
Payment above basic rates | 5, O80 3, 024 
Total personal services } | : 400 4 Ran 
Travel } | 3, 000 17, 000 
rransportation of things | 000 000 
Communication services 000 000 
Rents and utilities services 000 000 
Other contractual services | 75, 000 5 000 
Supplies and materials 000 000 
Equipment 2.814, 360 678 
Lands and structures 2, 230, 000 000 
Taxes and assessments 10, 540 





2 


Obligations incurred 7, 519, 300 





Analysis of expenditures 


1952 


519, 300 


7, 519, 300 
Deduct unliquidated obligatior md of year 5, 644, 300 


Total expenditures 1, 875, 000 
Expenditures are distrit 


Out of current author ( : , 875, 000 
Out of prior authorizat 


NATIONAL SERVICE Lire INSURANCE 


Amounts available for obligation 


1953 estimate 


Appropriation or estimate: 


Current definite $233, 570, 000 $54, 072, 000 | 


Permanent indefinite 788, 137 644, 563 
Prior year balance availabl 522, 800 30, 451, 317 


Total available for obligation 34, 880, 937 85, 167, 880 
Balance available in subsequent year , 451, 317 


Obligations incurred --..-.--- 429, 620 85, 167, 880 


Obligations by activities 


1952 1953 estimate 


1. Transfers to “‘Nati service life insurance fund’’ 
(a) For death and di ility claims traceable to 
hazards of military service 
(1) Death clain $ , $23, 52 $17, 694, 973 
(2) Disability clain 5 b 4, 266, 680 
(6) For gratuitous insurance 254, 21, 353, 109 
(c) For waiver of recovery of erroneous payments or 
overpayments 7. 83, 888 
(d) For deaths while under waiver provisions of Public 
Law 23, 82d Cong : , 315 40, 903, 200 


Total transfers ; 5 84, 301, 850 


2. Direct payments 
(a) For insurance and disability income issued to per 
sons partiall lisabled from a service-incurre 
disabilit: 
1) Deat laims 245, 651 286, 607 
t 


2) Disability claims 59, 442 62, 892 


(0) For claims where a cations were rejected for med- 
ical reasons a Jaimant died in line of duty 91, 960 91, 509 
( For claims whe insured died after date of applica 
tion but before effective date 203, 713 201, 835 
(d) For claims « irance discontinued becaus 
sured was discharged to accept comm 
absent without leave, or was court-ma 200, 428 187 
(e) Adjustment to finance service obligations --- 175, 560 


ission, 
rti 


Total direct payments een . 976, 754 866, 030 


Obligations incurred ......---- og ‘ 204,429,620 | 8&5, 167, 880 


2, OOK 


1954 estin 





521 
Obligations by objects 


Object classification 


1 Grants, subsidies, and contributions (pa nts to national 
service life insurance fund) 
Pensions, annuities, and insurance claims 


Obligations incurred 


Analysis of expenditures 
1952 act 


juidated obligations, start of year 
gations incurred during the year 


educt unliquidated obligations, end of year 


Total expenditures — 


Expenditures are distributed as follows: 
Annual definite 
Out of current authorizations 
Out of prior authorizations 
Permanent indefinite 
Out of current authorizations... 
Out of prior authorizations 


SERVICEMEN’S INDEMNITIES 


Analysis of expenditures 


1952 actual 


Proposed supplemental] appropriation _-.- 


Expenditures out of current authorizations_- 


Amounts available for obligation 


1952 actual 


Appropriation or estimate $7, 300, 000 


Prior year balance available 


7, 300, 000 


Total available for obligation 
—643, 432 


Balance available in subsequent year 


Obligations incurred. . 6, 656, 568 


Obligations by activities 


Monthly payments to beneficiaries (death awards) : 
| re or ; ous 
ee ros tenine 
il rele ae 


Obligations by objects 


12 Pensions, annuities, and insurance claims: 
1952. << 
1953 _- 
1964. ..-. 


x01, 850 
866, OS) 


167 


f 54,072,819 | 45, 836, 000 
\ 30, 451, 317 


f 643, 744 
\ 25, 674 


1953 estimate | 1954 estimate 


$2, 500, 000 


2, 500, 000 


j 
1953 estimate | 1954 estimate 


$8, 595,000 | $14, 604, 000 


643, 432 71, 004 
9, 238, 432 14, 675, 004 
71, 004 


9, 167, 428 14, 675, 004 


$6, 656, 568 
9, 167, 428 
14, 675, 004 





noe 
OO) hat he 


Analysis of expenditures 


| 


j j 
| 

1952 actual | 1953 estimate | 1954 estim 

| 


ad obligations, start of year 
curred during the year | $6, 656, 568 | 9, 16 


$72, 121 $90, 000 
7,428 14, 675, 004 


6,656,568 | 9, 239, 549 | 14, 765, 004 
zations, end of year a 72, 121 | 90, 000 150, 000 
6, 584, 447 | 9, 149, 549 14, 615, 004 


listributed as fo | 
uthorizations 6, 584, 447 8, 433, 996 14, 454, 000 
715, 553 161, 004 


thorizations 


VETERANS MISCELLANEOUS BENEFITS 


Analysis of expenditures 


1952 actual 1953 estimate 


$1, 361, 000 


1, 361, 000 


Amounts available for obligation 


1952 actual | 1953 estimate | 1954 estimate 
$21, 060, 370 $17, 206, 000 $35, 743, 000 
24, 846, 003 10, 104, 448 


Total available for obligation 45, 906, : 27, 310, 448 35, 743, 000 


ce available in subsequent year —10, 104, 448 
Obligations incurred iamiaaned a ats aa 35, 801, 925 27,310, 448 35, 743, 000 


Obligations by activities 


Description 1952 actual | 1953 estimate | 1954 estimate 


$13, 164, 198 $13, 714, 900 $14, 595, 500 
tation for disabled veterans 
36, 277 12, 102, 268 12, 887, 008 
ind equipment . 2, 382, 904 1, 493, 280 1, 515, 480 
its for disabled veterans. --. 981, 454 6, 745, 012 


ligations incurred 35, 801, 925 27, 310, 448 35, 743, 000 


Obligations by objects 


Object classification 1952 actual | 1953 estimate | 1954 estimate 


11 Grants, subsidies, and contributions $981, 454 $6, 745, 012 
12 Pensions, annuities, and insurance claims 36, 783, 379 $27, 310, 448 28, 997, 988 


35, 801, 925 27, 310, 448 35, 743, 000 
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Ont 
Analysis of expenditures 


1952 actual] 
Unliquidated obligations, start of year $18, 991, 021 
Obligations incurred during the year 35, 801, 925 


54, 792. 046 
Deduct unliquidated obligations, end of yea 1] 184 


Total expenditures 43, 5 
£xpenditures are distributed as follows 


Out of current authorizations 43. 511 
Out of prior authorizations 7 


1953 estin 


$11, 281, 184 
27, 310, 448 
38, 591, 632 
+, 500, 000 


45, 091, 632 


.. 706, 000 
tR5, 632 


GRANTS TO THE REPUBLIC OF THE PHILIPPINES 


Amounts available for obligation 


1952 actual 


Appropriation or estimate $1, 100, 000 
Prior year balance available 3 9, 400, 000 


l'otal available for obligation 10, 500, 000 
Balance available in subsequent year 9, 200, 000 
Unobligated balance, estimated savings 177 


Obligations incurred . - 1, 290, 823 


Obligations by activities 


Description 


Construction and equipping of hospitals $200, OO 
Medical care and treatment of veterans 4 


Obligations incurred 


Obligations by objects 
11 Grants, subsidies, and contributions: 
1952 
1953 
1954- 


Analysis of expenditures 


1953 estimate 
$1, 861, 500 
9, 200, 000 


11, 061, 500 


$9, 200, 000 
1, 861, 500 


11, 061, 506 





Unliquidated obligations, start of year $106, 517 
Obligations incurred during the year d 1, 299, 823 
Adjustments in obligations of prior years 109, 918 


, 516, 258 


Deduct: 
Unliquidated obligations, end of year : p 205, 643 
Obligated balance carried to certified claims accounts 1, 559 


Total expenditures 
Expenditures are distributed as follows: 


Out of current authorizations : 419. OE 
Out of prior authorizations - - 


$205, 643 
11, 061, 500 


11, 267, 143 


9, 500, 000 


, 299, 823 
, 061, 500 
, 285, OOO 





524 


Mr. Puitures. The committee will come to order. 

We have with us today representatives of the Veterans’ Administra- 
tion who are here to testify on the revised budget for fiscal year 1954. 

I have an idea that both sides of the table will work under some 
handicap because the subcommittee has only had the budget figures 
over the weekend and you also, Mr. Stirling, have had the same 
problem in your agency. 

We have with us Mr. H. V. Stirling, the Deputy Administrator; 
Mr. Sam Moore, our old friend and the budget officer; Mr. John D. 
Baker; Mr. Wells, Admiral Boone; Mr. Bigelow; Mr. Farris; Mr. 
Rosen, Mr. Dryden, Mr. Howard, Mr. Mason, Mr. Corbitt, Mr. 
Odom, and Mr. Lyon. 

I should explain, for both Mr. Stirling and myself, that the reason 
this list is somewhat shorter than we usually expect to see when the 
Veterans’ Administration comes to testify, is because Mr. Stirling 
suggested, and I concurred fully with him, that we might save a lot 
of these people the tedious task of sitting around here for 2 full days, 
and that we would confine the hearing today to the hospitalization 
program and the affiliated programs, and tomorrow to the hearing 
on all other functions of the Veterans’ Administration. I think we 
can hold to this schedule if the committee will bear with me patiently. 
I think if you will let me conclude my questioning, and make notes of 
what I have not covered, 1 think we will get a record which will be 
constructive. 

Mr. Stirling, I think perhaps you should make a statement as to 
why you appear here today instead of General Gray, who is the 
Administrator of the Veterans’ Administration, and who has been 
with us any times before. 

Mr. Srrrurne. Mr. Chairman and gentlemen of the committee, 
at the outeet I wish to read a statement from our Administrator: 

I am asking Mr. Stirling to act for me in the hearings of your committee and 
I am doing it because of direct order of my physicians to take sick leave and do 
it at once. I received those orders some time ago and anticipated that I would 
be able to be present at these hearings, but, by reason of postponement, and by 
further reason of the limit of time under the doctor’s orders having expired, I 
find myself unable to be present and discuss financial requirements of the Veter- 
ans’ Administration’s operation incident to service to veterans in accordance 
with the laws of the Congress. 

I can assure you I regret exceedingly my absence from these hearings but I 
felt it more than justifiable that you should be apprised of why I am not here 
in person. Mr. Stirling will act for me. 

Cart R. Gray, Jr 


Administrator of Veterans’ Affairs. 
Mr. Puriuips. May I interrupt there to say we hope you will take 
back to General Gray the concern of this subcommittee over his health 
and our personal hopes that he may be recovered and that it may 
not be as serious as he thinks.‘ 
Mr. Stiruina. I shall be glad to do so. 
(Discussion off the record.) 


GENERAL STATEMENT’ 


Mr. Srirumc. My statement is as follows: 
Gentlemen, at the direction of General Gray I am appearing before 
you to present our budget requirements for operation of the Veterans’ 
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\dministration during the 1954 fiscal year. Narrative justifications 
or each of the various appropriations administered by the Veterans’ 
\dministration, supporting the estimates which appear in the printed 
Budget of the United States, have been furnished to the committee. 
| shall confine my remarks in this statement to the changes effected 
in such estimates by the revised allowances furnished us by the Bureau 
of the Budget on May 20, showing in broad outline what we may be 
ible to ace omplish within the funds proposed, 

Congress appropriates billions of dollars each year for direct and 
ndirect payments to veterans, the number of whom are increasing 
continuously. Therefore, it is important that adequate funds for an 
effective administration of these benefits be made available. The 
revised estimate for administrative funds should be the minimum 
consistent with the expected workloads in the various programs. 

The Veterans’ Administration operated as of March 31, 1953, 5 
district offices, 70 regional offices, 159 hospitals, 17 domiciliary facilities, 
and 312 VA offices. Of the 159 installations with hospital facilities, 
104 were G. M. and S. hospitals, 35 were NP hospitals and 20 were 
TB hospitals. There should be no increase in the number of stations 
operated in the remainder of fiscal year 1953 or fiscal year 1954 except 
for the activation of 13 new hospital facilities. 

The total number of persons on a full-time equivalent basis employed 
by the Veterans’ Administration as of March 31, 1953, was 164,978, 
of which 162,879 were paid from appropriated funds and 2,099 from 
the canteen service revolving fund. Out of the 162,879 employees 
paid from appropriated funds, 162,385 were paid from the ‘‘Adminis- 
tration, medical, hospital, and domiciliary services” appropriation 
and 494 from the “Hospital and domiciliary fac ‘ilities’ ’ appropriation. 
With respect to the employees paid from the ‘Administration, 
medical, hospital, and domiciliary services’ appropriation, may I 
invite your attention to the table entitled “Comparison of average 
employment from fiscal years 1949 through 1954, estimated” which 
appears as page 4 in the book of charts. (The figures for 1954 do not 
reflect the revised allowance by the Bureau of the Budget.) You 
will note that the total average employment originally requested for 
the budget year is about 20,500 less than the average employed during 
the fiscal year 1949. (‘The revised estimate will provide approximately 
29,000 less than during 1949.) During this period substantial in- 
creases in the number of medical facilities operated were experienced. 
Up to this time the increased personnel needs for medical purposes 
have been more than offset by personnel reductions in other programs. 
A point has now been reached where personnel economies in the 
various other programs cannot be made in a sufficient amount necessary 
for staffing new medical facilities. 

It is believed that the current employment level is the lowest this 
agency may expect to accomplish. Although we shall continue to 
make every effort to reduce administrative expenditures whenever 
such action may be taken without adversely affecting the quality of 
service to veterans, additional personnel required for staffing new 
hospital facilities must be previded for the most, nart through increased 
appropriations, 
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Revisep BupGet Estimates 


The following table presents the revised estimates for 1954 fiscal 
vear as compared to the amounts appropriated for the current yea 


Comparative summary of appropriations and appropriation estimates (exrcludi) 
trust accounts) 


Appropriation | Increase 
estimate, fiscal | decrease 
year 1954 1954 over 1953 


Appropriated, 
fiscal year 1953 


Administration, medical, hospital and domiciliary serv- 

ice $865, 882, 260 $851, 350, 000 —$14, 532, 26, 
Compensation and pensions --. ---- 2, , 924, 000 2, 500, 000, 000 +-58, 076, 00: 
Readjustment benefits 333, 907, 200 788, 987, 000 +155, 079. 80) 
Veterans miscellaneous benefits , 567, 000 35, 743, 000 | +17, 176, 000 
Military and naval insurance , 854, 000 1, 496, 000 —5, 358, 00K 


National service life insurance - - - - 54, 072, 000 75, 000, 000 +-20, 928, (0K 


Servicemen’s indemnity . , 595, 000 18, 000, 000 +7, 405, 00K 
Grants to Republic of Philippines - - - 2, 861, 500 | 3, 285, 000 +493 500) 
Hospital and domiciliary facilities , 791, 000 21, 185, 664 —87, 605, 336 
Major alterations, improvements, and repairs , 750, 000 0 8, 750, OO 
Autos and other conveyances for disabled veterans 5, 000, 000 0 —5, 000, 00K 


Total. ; . 157, 203,960 | 4, 295, 046, 664 +137, 842, 704 


The net increase in the total appropriation estimates for fiscal year 
1954 over the amounts appropriated for fiscal year 1953 is entirely 
attributable to increased requirements for benefit payments. 

Mr. Puiuuips. Is that identical with the table which appears on 
page 1 of the tables which accompanied it? 

Mr. Baker. No, sir; it is not. This is a comparison of 1954 revi- 
sions with the actual 1953. Page 1 is a comparison of the 1954 
revised with the original 1954. You will notice the table at the bot- 
tom of page 3 of the statement Mr. Stirling is reading which makes 
the comparison. 

Mr. Puiurps. I wanted to make sure that this table was getting in, 
and it will be in the record in connection with this statement? 

Mr. Baker. That is right. 

Mr. Patuuips. This is the revised budget? 

Mr. Sriruina. Yes, sir. 

Mr. Puruuips. The Veterans’ Administration has $137,842,704 less 
for fiscal year 1953? 

Mr. SrrrumG. That is correct. 

Mr. Puiturps. And that is in spite of the fact that while there may 
be some question as to the exact amount, there will be some money 
left over out of the 1953 budget, is that correct? 

Mr. SriruinG. That is correct. 

Mr. Anprews. May I ask a question right there? 

Mr. Puiuups. Yes. 

Mr. Anprews. Does this amount of $4,157,203,960 shown as the 
actual appropriation for fiscal year 195 3, include supplementals? 

Mr. Stiriing. That is correct, 

Mr. Anprews. That is the total aaiaaaal 

Mr. Sriruine. That is correct, sir. 

Mr. Puiturpes. Thank you, Mr. Andrews; that is a good question 

Mr. Sriruinc. The revised allowances for 1954 fiscal year represent 
a reduction of $279,168,000 from the amount included in the budget 
of the United States. The tabulation below compares the original 





1954 requests with the revised amounts and shows the decreases or 
increases by appropriation title. 

Mr. Pumps. This is the one which appears on page 1 of the 
accompanying tables and it shows a reduction of $279 million against 
the original figures of what we call for convenience, the Truman budget. 
That is, the budget submitted by Mr. Truman, whose items in all 
departments and agencies have, generally speaking, been reduced by 
the new Budget Bureau, making a reduction of $279,168,000. 

Mr. Stiruina. Yes, sir. 


Comparative summary of appropriation estimates, fiscal year 1954 


, 


Appropriation 


tration, medical, hospital and dot 
Programs 1000-7000 $207, 600, 000 $193. 750, 000 $13 000 
Programs 8000-9000 713. 500. 000 57, 600, 000 55. 900. 000 


lotal administration, medical, hospital and domiciliary 921, 100, 000 51, 350, 000 750, 000 


( npensation and pensions ‘ 2. 546, 291.000 (2.5 000. 000 07 000 
i ijustment benefits S84, 962, 000 7 987, 000 5 975, 000 
Military and naval insurance 1, 496, 000 496, 000 0 
Hospital and domiciliary facilities 92, 368, 000 0) » 268 OOO 
liquidation of contract authority 2 5, 664 21, 185, 664 0 
alterations, improvements, and repair 7, 344, 000 0 7 Om 
nal Service Life insurance 5 836, 000 75 000 +94 4. COOK 
icemen’s indemnities l 104, 000 000 +3 306. 000 
rans’ miscellonec us be nefi ts 5, 7 000 35, 743, 000 ( 

to Republi ines ; 5 000 , 985 000 


ital 74, 2 ib 95 }, 664 


This concludes my general statement with reference to the total 
appropriation requirements of the Veterans’ Administration. | 
have a detailed additional statement relative to requirements under 
the appropriation “ Administration, medical, hospital, and domiciliary 
Services” and brief tables on each of the other appropriation items 
which may be inserted in the record if the committee so desires 
The Chief Medical Director and the various Assistant Administrators 
of the Veterans’ Administration who are here with me will explain 
further the program and appropriation requirements for those services 
under their jurisdiction and will be glad to furnish any additional 
information you may request. 


ADMINISTRATION, MepicaL, HosprraAL AND DoMmIcILIARY SERVICES 


This appropriation covers all expenses of administration, including 
salaries and operating expenses of the central office in Washington and 
in all field offices and installations operated by the Veterans’ Adminis- 
tration; the cost of travel and examination of beneficiaries; minor 
repairs and alterations to property occupied by the Veterans’ Ad- 
ministration; repairs and maintenance of equipment; payments to 
contract hospitals for the care of Veterans’ Administration patients; 
payments for various contractual services including counseling 
services and payments to schools for book handling and reporting 
allowances fees provided by Public Law 550; grants to States for 
the supervision of veterans’ education and training and for the care of 

82490—53—pt. 1—-—34 
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eligible veterans in State soldiers homes. Also covered by this 
appropriation is the cost of all administrative activities in connection 
with the various types of veterans’ benefits such as compensation and 
pensions; education and training; loans, insurance, and automobiles, 
and housing for certain disabled veterans for which the Veterans’ 
Administration is responsible. 

The revised appropriation requested under this title for the fiscal 
year 1954 of $851,350,000 is a decrease of $14,532,260 over the amount 
appropriated for the current year and $46,098,508 less than actual 
obligations for the fiscal year 1952. In evaluating requirements 
for the budget year as compared with previous periods, the following 
facts should be considered: (1) that administrative programs have 
been reduced each year and that reductions below the amounts 
requested in these programs for fiscal year 1954 cannot be accom- 
plished if they are to continue to render adequate service to veterans, 
and (2) that medical and hospital requirements are continuing to 
increase each year due primarily to the activation of new facilities 
and that this increased need can no longer be offset by decreases in 
other activities. 

The estimates under this appropriation title have been prepared to 
show separately the requirements for the general administrative pro- 
grams (programs 1000 through 7000) and the requirements for the 
entire cost of medical, hospital, and domiciliary care. 

The estimated requirements for general administration programs 
during the fiscal year 1954 of $193,750,000 is a decrease of $752,793 
from available funds for the current year and a reduction of $29,922 822 
from actual obligations in the fiscal year 1952. There are programs 
in this group, such as administrative services, finance, contact, voca- 
tional rehabilitation and education and loan guaranty, whose workload 
has been increased by the provisions of Public Law 550. It is evident 
that with the exceptions of requirements of Public Law 550 the general 
administrative needs of the Veterans’ Administration will be less in 
the fiscal year 1954. 

Mr. Puiturpes. May I interrupt you there, Mr. Stirling? Will you 
expand that a little bit to say why you think that Public Law 550 is 
going to increase the administrative needs in 1954? 

Mr. Stirtine. Mr. Chairman, and members of the subcommittee, 
whenever a veteran goes in training under Public Law 550, it involves 
our administrative services and also our finance activity. 

Mr. Puruips. Does that not include his educational training? 

Mr. Srirumne. That is correct, sir. 

Mr, Puinurrs, And benefits of that kind? 

Mr. Srrruinc. That is correct. 

Mr. Puiuures. Now, is it not a fact at the moment you are in the 
1954 budget contemplating making another check of all the schools to 
which the veterans might want to go as students? 

Mr. Srreauine. | think our Assistant Administrator, Mr. Coile, is 
contemplating a check of certain institutions but I am not sure at this 
moment, Mr. Chairman, whether he is contemplating a check of all 
schools. 

Mr. Putuuies. He will be here tomorrow? 

Mr. Stiruine. Yes, sir. 
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Mr. Puruuies. We will reserve the question for him, but I come 
cross a notation here that the Veterans’ Administration is making a 
second check of the schools that had already been checked at some 
expense recently by the Veterans’ Administration. 


COMPARISON OF AVERAGE EMPLOYMENT, 1949-54 


Mr. Srrrurna. I wish to direct your attention to the table which 
appears as page 4 of the book of charts and shows the employment 
record by program of the Veterans’ Administration since the fiscal 
year 1949. You will note that during this period almost every pro- 
cram in the general administrative group has experienced a drastic 
decrease in the number of its employees and that the average employ- 
ment of approximately 39,910 available within the revised estimates 
for these programs in fiscal year 1954 is a decrease of over 50 per cent 
from the average of 80,071 used in the fiscal year 1949. 

Mr. Puiuurps. I would like to interrupt you to say that the sheet 
in my book starts with 1952 for page 4. 

Mr. Baker. Mr. Chairman, we were talking about the original 
book of charts there. 

Mr. Puivurps. All right. I was wondering if it was too large to 
put in the record. I think we certainly should put page 4 of the 
digest of tables in the record at this point. 

(The information follows: ) 
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centage distribution of employment between general administration, direct benefit, 
and medical-care programs 


| | Fiseal ye: 
Fiscal Fiscal Fiscal Fiscal | Fiscal 
year year year year year 
1949 1950 1951 1952 | 1953 Original 
budget 


) general administration 
gram 
7000 direct benefit pro- 


Medical-care programs 


Grand total 


Mr. Puitures. Mr. Moore, am I right that the 1952 appropriation, 
and I also ask this of Mr. Stirling, was considered a rather liberal 
appropriation by the Congress for the purposes for which it was 
allocated and that you turned back in the year $12% million? 

Mr. Moore. That is correct, sir. 

\Ir. Poiturps. While it would be interesting to go back of 1952, and 
| would be very glad to have it in the hearings; I think since it is recog- 
nized that the appropriation for 1952 was a good base from which to 
start because of the attitude within the Veterans’ Administration itself 
that it was a liberal budget and that because $12% million was turned 
back from that budget 

Moore. The $12% million was not turned back; it was reappro- 
priated. 

Mr. Puinurps. It was not given back, but by agreement with this 
subcommittee it was reappropriated for use in fiscal 1953, and in addi- 
tion to that, Mr. Moore, there was an unobligated balance of $2,222,- 
186, which means that there was left over that year approximately 
$15 million. 

Mr. Moorr. That is a correct statement. 

Mr. Strruine. The estimated appropriation requirements for medi- 
cal, hospital, and domiciliary care programs of $657,600,000 is a 
decrease of $13,779,467 from the amount appropriated for the current 
vear. This decrease is attributable principally to reduced allowances 
for contract beds in non-VA hospitals, reduced allowances based on 
decreasing food costs and decreased allowances in the outpatient 
program ‘with respect to funds allowed for hometown dental care. 
The amount requested in fiscal year 1954 for medical and dental fees 
is $22,575,000 less than actual obligations for this purpose in fiscal 
vear 1952 

Included in the amount requested for the medical-care program is 
$488,526,300 for personal service costs of which $481,296,000 is needed 
in hospitals, homes, outpatient clinics and other field installations. 
These funds will provide a total average employment in the medical- 
care program of 123,393, which is an increase of 1,383 over the average 
expected for the current fiscal year. Employment in the inpatient 
care program is expected to increase by an average of 2,030 man- 
years. An increase of approximately 3,600 in average daily patient 
load is expected to be experienced in the fiscal year 1954 due primarily 
to the activation of new hospitals. The requested increase in average 
employment is entirely confined to the hospital programs and is 
directly related to increases in facilities and workload. 
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The original budget request for the medical program included an 
amount of $571,206,500 for inpatient care in Veterans’ Administration 
facilities. In compliance with a request from the Bureau of the 
Budget that all program requirements for the fiscal year 1954 
carefully reviewed, a hospital-by-hospital survey was conducted by a 


staff of the most competent and experienced medical and lay personne! 
in the Veterans’ Administration. This review took into consideration 
for each facility (1) the number of constructed beds, (2) the average 
number of beds to be operated, (3) the average patient load that would 
be accommodated, and (4) the average employment required for 
efficient operation. The current average salaries and average cost 
per patient-day for other items were applied to these basic factors to 
determine the total dollar amount required to operate each facility 
The results of this hospital-by-hospital review has been prepared in a 
table which the Administrator personally has requested be made a 
part of this statement. 

In all programs every effort has been made to relate the personnel 
requirements to the estimated workload and to utilize as effectively as 
possible the manpower required to handle workloads. In an effort 
to secure better utilization of funds and personnel at regional offices 
the Administrator recently delegated more authority to the managers 
of these stations. The program restrictions on funds allotted to these 
stations have been removed, thus promoting administrative flexibility 
and permitting each manager to use the personnel and funds available 
to his station in accordance with the particular need in that area. 

We have prepared for the information of the committee revised 
tables showing for each program in the “Administration, Medical, 


Hospital, and Domiciliary Services” appropriation and for each of the 
other appropriations, the comparison of the revised allowances with 
the estimates included in the printed budget. 


SURVEY OF HOSPITALS TO BE OPERATED IN FISCAL YEAR 1954 


Mr. Puituips. Now, you spoke of a hospital report made by the 
VA which the Administrator asked to be included. That is this 
[indicating], I take it? 

Mr. Strriinc. That is right. 

Mr. Puiuurps. I think this should go in the record at this point 

(The matter above referred to is as follows:) 


Comparison of allowances with desired operating level in-patient care—V A facilities 
fiscal year 1954 





VA estimate of 
amount required | Revised allow- 
for operating ance 
level ! 


Type of facility Difference 


NP hospitals $171, 175, 123 $155, 128, 600 —$16, 046, 52 
TB hospitals 51, 301, 633 46, 250, 800 | —5, 050, 8 
GM & 8 hospitals 346, 023, 559 | 322, 593, 600 | —23, 429, 959 


Total 568, 500, 315 523, 973, 000 | —44, 527, 315 
Domiciliaries 20, 668, 040 19, 998, 200 — 669, S4 
J | 


Total hospitals and domiciliaries 7 589, 168, 355 | 543, 971, 200 —45, 197, 155 


1 Individual station listing attached, 
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Estimated level of operation for fiscal year 


DOMICILIARIES 


a 2 
Pines, Fla 
xi, Miss 793 
ham, Tex 293 
np White, Oreg 000 
ton, Iowa 1. 500 
yton, Ohio 138 
t Springs, 548 
<ecoughtan, V 1, 621 
Angeles, Calif 70 
utinsburg, W. Va 
fountain Home, Tenn 
nple, Tex 
homasville, Ga 
Vadsworth, Kans 
Whipple, Ariz 
Wood, Wis 


otal 


SIS HOSPI 


Batavia, N, Y 257 
ecksville, Ohio 324 

Butler, Pa 000 
Castle Point, N. Y 605 
Excelsior Springs, Mo 251 
Fort Bayard, N. Mex 222 
Indianapolis, Ind 

8. Kerrville, Tex 
Livermore, Calif 
Madison, Wis 
Memphis, Tenn 
Oteen, N.C 
Outwood, Ky 

t. Rutland Heights, Mass 
San Fernando, Calif 


mount, N. ¥ 


l fueson, Ariz 

18. Walla Walla, Wash 
Waukesha, Wis 
Whipple, Ariz 
Springfield, Mo 


Total, old 


iltimore, Md 


lotal, old and new 154 


ROPSYCHIATRIC HOSPITALS 


OLD 


American Lake, Wash 850 
Augusta, Ga j , 66 540) 
Bedford, Mass ; 97 765 
Canandaigua, N. Y ‘ 7 ‘ 600 
Chillicothe, Ohio i 2. 100 
Coacesville, Pa : . Of 850 
Danville, Ill 7 : ( , 640 
Downey, Il ‘ f 150 
Fort Custer, Mich 5 5 ON5 
Fort Lyon, Colo 781 7.3 760 
Fort Meade, 8. Dak : 93 670 
Gulfport, Miss . g 075 
Knoxville, lowa Q 5 , 510 
Lebanon, Pa ° , 065 : 940 
Lexington, Ky > 5% f 1, 100 
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Estimated level of operation for fiscal year 1954, by station—Continued 


NEUROPSYCHIATRIC HOSPITALS—Continued 


. Average Average | ‘ 

Con- | ae > of) A vera 
structed number Percent of daily employ 
: ; operating | utilization patient ; 

beds ment 


beds load 


OLD—continued 


, 009 , 980 
M ari , 650 , 645 
Mi Se, ; , 700 , 600 
Murfreesboro, Ten ,085 |. , 060 
Northampton, Mass , 105 ; 075 
North Little Rock, Ark 2, 2. 062 2,000 
Northy ; y Island, N. Y 2, 2, 502 ¢ 2,375 
| Ite , 403 , 320 
, 830 775 
Roanoke, Va > 2, 000 5 _ R50 
Roseburg, Oreg 577 669 595 
St. Cloud, Minn : 379 7.$ , 350 
. Sheridan. Wyo 707 640 
Togus, Maine 5 869 5S 740 
romah, Wis 4 , 176 5. , 120 
lopeka, Kans ; , 250 ‘ , O15 
Tuscaloosa, Ala 968 ( 900 
ruskegee, Ala S ° ( 2 040 
Waco, Tex 


Total, old 


Los Angeles, Calif 
Brockton, Mass 

Salt Lake City, Utah 
Salisbury, N. ¢ 
Pittsburgh, Pa 


Total, new 


Total, 


8. HOSPIT: 


ville, K 

querque, N. Mex f 500 
Alexandria, L 2 91; 503 
Amarillo, Tex lf 156 
Aspinwall, P. 640 
Bath, N. Y 380 
Bay Pines, F] 52! 525 
Biloxi, Miss 200 
Boise, Idaho 250 
Bronx, N. Y : $90) 
Chamblee, Ga 
Cheyenne, Wy« 151 
Cleveland, Ohio ; 785 
Columbia, 8. C 603 
Coral Gables, Fla 450 
Dallas, Tex 300 
Dayton, Ohic a 989 
Dearborn, Mich : 837 | 
Des Moines, lowa < 371 
Dublin, Ga 403 
Dwight, I 208 
Fargo, N. Dak 146 
Fayetteville, Ark 5 254 
Fayetteville, N. C 360 
Fort Harrison, Ind ‘é 
Fort Harrison, Mont 187 
Fort Howard, Md 451 
Fort Logan, Cok 
Fort Thomas, K 295 
Hines, T] & , 700 
Hot Springs, 8. Dak 254 
Houston, Tex ss , 060 
Huntington, W. Va 180 

son, Miss ; 500 

ughtan, Va 436 

City, Fla-. : 378 





Estimated level of operation for fiscal year 1954, by station—Continued 


G. M. AND 8. HOSPITALS—Continued 


Con- A verage 
structed number Percent of 
beds operating utilization 
beds 


OLD—continued 


Lineoln, Nebr 

38. Long Beach, Calif 
Los Angeles, Calif 
Marion, Il 
Martinsburg, W. Va 
McKinney, Tex 
Mempnis, Tenn 
Minneapolis, Minn 
Montgomery, Ala 
Mountain Home, Tenn 
Muskogee, Okla 
Nashville, Tenn 
New Orleans, La 
Newington, Conn 
Oakland, Calif 
Oaklahoma City, Okla 
Atlanta, Ga 
Portland, Oreg 
Reno, Nev 
Richmond, Va 
Salt Lake City, Utah 
San Francisco, Calif 
San Juan, P. R 
remple, Tex 
Vancouver, Wash 
Wadsworth, Kans 
Washington, D. C 
White River Junction, Vt 
Wichita, Kans 
Wood, Wis 
Grand Junction, Colo 
Providence, R. I 
Buffalo, N. Y 
Brooklyn, N. Y 
Fort Wayne, Ind 
Fresno, Calif 
Iron Mountain, Mich 
Manchester, N. H 
Sioux Falls, 8. Dak 
Wilmington, Del 
Albany, N. Y 
Altoona, Pa 
Beckley, W. Va 
Big Springs, Tex 
Clarksburg, W. Va 
Erie, Pa 
Grand Island, Nebr 
Little Rock, Ark 
Marlin, Tex 
Minot, N. Dak 
Omaha, Nebr 
Poplar Bluff, Mo 
Saginaw, Mich 
Seattle, Wash 
Shreveport, La 
Spokane, Wash 
Wilkes-Barre, Pa 
Bonham, Tex 
Denver, Colo 
Miles City, Mont 
Phoenix, Ariz 
Framingham, Mass 
West Roxbury, Mass 
Jefferson Barracks, Mo 


Total, old 
NEW 


Indianapolis, Ind 
Iowa City, Iowa 
Louisville, Ky 
Boston, Mass 

East Orange, N. J 
Kansas City, Kans 
New Orleans, La 
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Estimated level of operation for fiscal year 1954, by station—Continued 


G. M. AND 8. HOSPITALS—Continued 


Average Average 

number Percent of daily 

operating | utilization patient 
beds load 


Avera 
employ 


ment 


420 

250 

200 

O45 

125 

50 

340 

50 

100 

260 

60 

20 

‘incinnati, Ohio 96 33. i 10 
Total, new 2, 176 3, 535 7 5, 103 


Total, old and ne §2, 5i¢ $4. : 44, 269 


Mr. Puixurps. I think this committee will not want to go too 
deeply into this at the moment, particularly as the legislative com- 
mittee is apparently engaged in a review of the entire bed situation. 
I have before me a copy of House Committee Print No. 53 of the 
83d Congress, Ist session, dated May 19, 1953, only 6 days ago. The 
title is “Operation of Veterans’ Administration Hospital and Medical 
Program,”’ and it is almost in its entirety a reprint of the replies to 


questionnaires sent out by that committee, without conclusions being 
drawn therefrom. It indicates areas in which further inquiry should 
take place. I will read briefly the foreword only to this extent: 


Much information has been brought to the attention of the subcommittee by 
the questionnaire. The amounts paid to consultants and attending physicians 
is surprising in some cases. As will be noted, there is great variance in the food 
cost of operation; also there is great variance in the length of stay in hospitals of 
a veteran, both non-service-connected and service-connected. ‘The question of 
whether or not a non-service-connected patient had hospitalization entitlement 
under a private plan produced many answers. There are discrepancies which 
warrant careful investigation and study. Members are urged to consult the text 
of the individual questionnaire in cases where questions arise as to the operations 
of an individual hospital 


OATH BY VETERANS PERTAINING TO ABILITY TO PAY FOR 
HOSPITALIZATION 


That is part of a very broad foreword, and I have learned the 
subcommittee chairman, Mr. Kearney, of New York, intends to 
continue the analysis of these questionnaires. For that reason, | 
will make only one further comment. That is, in looking over the 
questionnaires one by one, I observe a unanimous ‘‘yes’’ answer to 
statement which will interest this subcommittee and which long has 
been a subject of discussion, which is entitled ‘Ability to Pay.” 
The first question is: ‘‘Is the veteran’s attention called to the penalty 
for signing a false statement that he is unable to pay for hospitaliza- 
tion?’ and in all cases the answer has been “yes,” although this 
subcommittee has adequate evidence, including letters from registrars 
themselves that not only is this question not asked but that certainly 
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n some hospitals, up to April 1 of this year, the registrars were pro- 
hibited from asking that question, 

Now, when I made the statement in the Congressional Record and 

: the floor of the House that I had heard from a very limited number, 

nd was only calling the attention of the VA to it, I received a letter 
om General Gray, which I have not brought with me but which 
said that if this were so, it would be directly opposite to the instrue- 
tions from the Administrator’s office and suggested that Congress 
might like to make an investigation of it. My reply to that, through 
ou, Mr. Stirling, is that Congress does not particularly want to make 
n investigation of it, nor does this subcommittee, unless it is forced 
ipon us. We think that is an administrative matter in the Veterans’ 
\dministration, which can be settled very easily by action on the 
part of the Administrator or the Acting Administrator. If it is not 
known that this statement is there, or if it is being ignored, or if it is 
not known that it is a statement that the veteran is unable to pay for 
the hospitalization for which he is asking, and if it is known that it is 
the intent of the Administrator of the VA that this shall be brought 
to the veteran’s attention, it is my personal opinion that most of the 
difficulty will cease. 

Mr. Strruinc. Would it be proper at this time for me to ask Mr. 
Odom to explain to the committee what the principal legal argu- 
ments are in this type of case? 

Mr. Puiturps. You mean in the entire area of veterans’ ability to 
pay or merely why in some hospitals at least, you have not been 
calling the veteran’s attention to the fact that he is signing an affi- 
davit that he could not pay? 

Mr. Stiruina. | was thinking of the former part of your statement. 

Mr. Puiuures. Perhaps it would, because Congress must lay down 
the policy which will affect the amount of money Congress through 
this Appropriations Subcommittee, must appropriate. 

Mr. Odom, do you want to make a statement on this matter of 
the ability to pay? 

Am I right in concluding, Mr. Stirling, that there is no argument 
between us that this is primarily an administrative problem? That 
is the first part of my question about calling the attention of the 
veteran to that. 

Mr. Sriruine. That is correct. 

Mr. Puiturps. And the fact that he is signing a statement that he 
is unable to pay? 

Mr. Srrruine. That is correct. 

Mr. Puitiuiprs. Now, Mr. Odom, what is your statement on the 
general subject of asking a veteran whether or not he is able to pay 
for the hospital services he wants? 

This is Mr. E. E. Odom, Solicitor of the Veterans’ Administration, 

Mr. Opom. Mr. Chairman and gentlemen of the committee, it has 
been the policy of the Veterans’ Administration for some time to call 
that to the attention of any applicant for hospital or domiciliary care 
who is not entitled as a matter of legal right to such care by virtue of 
the first part of section 6 of Public Law No. 2, as amended. That is 
section 706 of title 38 of the United States Code. 

Generally speaking, the classes of applicants we have reference to 
here now are those who are classified as veterans of any war and who 
apply for hospital or domiciliary care on the basis that they are unable 
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to supply themselves with such necessary care. In the statute itself, 
the last sentence of the proviso is to the effect—suppose I read it: 


The statement under oath of the applicant on such form as may be prescribed 
by the Administrator of Veterans’ Affairs— 


and I want to underscore what follows— 
shall be accepted as sufficient evidence of inability to defray the necessary expenses 


Mr. Puriuires. The committee and the Congress are fully aware of 
that restriction imposed upon you. Whether you have interpreted it 
too literally or not is a question, and we will decide it in your favor 
But suppose that restriction upon you were removed? The n what 
would be the situation regarding looking back of the veteran’s simple 
statement that he is not able to pay, leaving it entirely to his own 
judgment, even though he might have, as in some 239 cases investi- 
gated for this committee, an average income of $5,900 a year and real 
estate in a few cases up to as high as hundreds of thousands of dollars 
and he still signs an affidavit to the effect that he is not able to pay fo: 
hospitalization? What relief would that give you, or what effect 
would it have upon vou? 

Mr. Opvom. If that sentence were removed from the act as it now 
reads, the Veterans’ Administration would be in the position that 
it was under section 202/10 of the World War II Veterans Act prior 
to the enactment of Public Law No. 2 at the 73d Congress which 
repealed that act. The Veterans’ Administration would have to 
adopt regulations of its own for defining what rules of evidence would 
be followed to determine whether a person is or is not able to defray 
the expense of his needed hospital or domiciliary care. It would 
have to adjudicate every case in which it felt that the applicant did 
not present satisfactory evidence of his inability to pay. In other 
words, it pinggpe require that he submit a statement of his assets, of 
his earnings, of his encumbrances, his liabilities, and things of that 
nature in ie that they might determine his entitlement under the 
policies of Congress. The diffic ulty, Mr. Chairman and gentlemen 
of the committee, as Admiral Boone could explain to you much better 
than I can, is that when a person goes into a hospital he does not 
know how long he is going to be there. He may be there for a week; 
he may be in there for 2 days or less time; or he may be there for the 
rest of his hfe. And at the present time, notwithstanding the fact 
that for some time the policy of the Administration has been to call 
to the attention of every applicant that there might be possible penal 
provisions applicable to him, nevertheless the most of them sign that, 
perhaps as a matter of opinion rather than as a statement of fact. 

Mr. Puruuips. I think that last statement is the whole story in a 
nutshell. After the administrative ruling you have already suggested, 
do you think you would then have to go into the complete financial 
statement and background of every individual patient to the extent 
you seem to fear? Perhaps it was that fear on the part of Congress 
which suggested the inclusion of this sentence. In other words, in 
the case of a man having an income of $1,000, $2,000, or $3,000—and 
I could give vou in test cases the number in those categories—it might 
be understood ipso facto that it would be difficult for “him to pay ‘for 
expensive hospitalization, but a man who is earning $12,000 a year, 
with no heavy family expenses imposed upon him, who receives a 
month’s hospitalization at Mount Alto Hospital here in Washington 
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certainly should not give the Administrator much difficulty in deter- 
mining whether he is entitled to free services from the ts axpayers of the 
United States. 

Mr. Opom. I think that is true. I think the cases would fall into 
three categories—those where it is rather obvious that the man cannot 
afford to pay, those where it is just as obvious that he can afford, and 
then, third, those cases in the twilight zone, so to speak. Those would 
require pretty careful examination and rating. 

\fr. Puitiires. Before you continue your statement, which I want 
to hear, the suggestion has been made before this committee that the 

eteran should be offered the opportunity of paying part of the cost 
f he wishes to go to a veterans’ hospital. And we are talking in all 
cases only of non-service-connected cases? 

Mr. Opom. Correct. 

Mir. Puiuurpes. Shall he pay whatever might be the amount deter- 
mined he should pay, or might he be able to say, “I can pay so much 
money and no more,” and therefore protect himself against the very 
case Which you mention where he might find himself in the hospital 
for unexpectedly long treatment? I think the question before this 
committee is, If this situation is corrected to that extent, how much 
moneysaving could there be? Would we protect ourselves against 
the alternative of having to acquire more and more hospitals or having 
to build hospitals or having to lease beds? I do not think vou think, 
\ir. Odom, that Congress ever contemplated, back in Mr. Coolidge’s 
administration, that, from then on, when it said that the non-service- 
connected veteran could get care in a veterans’ hospital if there was a 
bed available, it intended us to build hospitals for non-service- 
connected veterans or se lease beds for non-service-connected veterans 
Do you agree with me? 

Mr. Opom. There was never any authority to lease beds on contract 
for non-service-connected cases except for female veterans and for 
all veterans in the Territories. 

I do not think T can agree with you on the other. Up until 1943, 
[ think your statement was adequately correct. In other words, up 
to that year, so far as I can recall, the estimates for additional hospital 
beds were directed more at the contemplated needs for service- 
connected cases than for non-service-connected cases. I should amend 
that, too, to say that prior to 1933 they estimated for the category of 
non-service-connected cases, which were specified in section 202/10, 
which included chronic diseases such as tuberculosis, NP, and certain 
other specified diseases, as to which they were given practically the 
same right to hospital care as those having service-connected 
disabilities. 

Mr. Puiturps. I should interrupt you to say that in all of this dis- 
cussion in this subcommittee we have never included NP and TB 
cases. We are referring to GM and §S cases. 

Mr. Opom. Then that section proceeded to permit any veteran of 
any war to receive necessary hospital care if a bed were available, and 
it then provided on the basis of priority that the Administrator could 
determine the applicant’s ability to pay, and those who were unable 
to pay were given the highest priority in that category. When we had 
that act to administer, we did in certain instances investigate to see 
whether a man had told the truth or had committed a fraud or made 
a willful misrepresentation in connection with presenting his state- 
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ment of his assets and his ability to pay. And we, under the law as 
it then existed, forfeited benefits in some cases because they did com- 
mit such fraud. We also prosecuted successfully—or the Department 
of Justice did—some cases in which the applicants presented false 
and fraudulent statements in order to get hospital care. 

I mentioned the year 1943. Inthe year 1943, at the time law No. 106 
was enacted, I think on March 17, 1943, which gave the veterans of 
World War II the same benefits as veterans of prior wars, General 
Hines, then Administrator of Veterans’ Affairs, called the attention of 
Congress at that time and the legislative committees of both Houses 
of Congress to the fact that if that were done, by 1970, looking ahead 
as well as we could at that time, they would need at least 300,000 beds 
to take care of non-service-connected cases. 

Mr. Puuurpes. Looking ahead to figure of the potential need under 
the liberalization of the regulations, of 300,000 beds, we should put in 
record that at the present time we have about 115,000 beds. 

Mr. Opnom. I think the present program contemplates 131,000. 

Mr. Puruures. 131,000 have been authorized, but there are in use 
or possible use, activated or which could be activated, about 115,000 

Admiral Boone. 129,000. 

Mr. Puruuies. That includes the ones under construction now? 

Admiral Boonr. Yes, sir. 


DIFFICULTY OF PROVING FRAUD WITH RELATION TO ABILITY TO PAY 


Mr. Opom. I want now to advert to the question of possible penal 
provisions, 


The Veterans’ Administration, ever since 1934, when this sentence 
which I read was inserted into the statute—and I believe that was in 
section 29 of Public Law 141 of March 1934, passed over the Presi- 
dent’s veto—it has been the position of my predecessors in office and 
my position that that sentence precludes the Veterans’ Admunistra- 
tion forfeiting a man’s rights under our statute and probably, although 
it is not our business to construe criminal statutes generally, but rather 
that falls within the jurisdiction of the Department of Justice and the 
courts, we feel that it is very doubtful that one could be successfully 
prosecuted for signing one of those statements. You would have to 
be able to prove it was not a matter of opinion; you would have to be 
able to prove he knew he was committing fraud and he did it inten- 
tionally, and no one ever has been prosecuted under this act. I will 
not say they will not be. 

Mr. Tuomas. In other words, what you are saying in so many 
words is that you have clearly to prove beyond a reasonable doubt 
the intent to defraud. In other words, you have to make allowances 
for his inaccuracy, his underestimation, and so forth, of his potential 
wealth. And it is a difficult case to make stand up. 

Mr. Ovo. This language says, “shall be accepted by the Admin- 
istrator of Veterans’ Affairs.” Whether that would have any outside 
influence on the prosecution I am frankly unable to say. I think 
Congressman Thomas summed it up clearly and succinctly. 

Mr. Paiuurps. I think Mr. Thomas is correct. I think the Mem- 
bers of Congress should understand the situation and what this 
Congress is facing in the future need of beds unless something is 
done to clarify it. 
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Now there seems to be pretty much of a unanimity of opinion 
in both the Committee on Appropriations and the Committee on 
Veterans’ Affairs, which is the legislative committee, that something 
should be done about it. Mr. Teague has already introduced one 
bill, and I understand Mrs. Rogers is preparing a bill. 

Mr. Opom. It so happens that Mr. Teague asked me for my official 
opinion on two questions. One was on the question of this language 
which I read, and I gave him my professional opinion on that. He 
also asked my opinion on his bill. I gave him my opinion on that 
but told him it was not official. I have a copy of that letter which, 
f you desire to have it, you may. 

Mr. Puiuurps. I think the committee would be very much inter- 
ested in it. I question the propriety of putting mto our record a 
letter addressed to the other committee, but I think we would be 
interested in hearing your opinion on that. 

Mr. Opom. I would just as soon address it to this committee. 

Mr. Puiuures. We will ask you, then, your opinion on H. R. 4601 
and any other bills with which we may not be familiar, but with 
which you may be familiar, attempting to change or modify that pro- 
vision which restricts you from looking back of the veteran’s appli- 
cation. 

The matter referred to may be found on page 701, et seq.) 


REFUSAL OF INSURANCE COMPANIES TO REIMBURSE THE VETERANS’ 
ADMINISTRATION FOR HOSPITAL COSTS FOR INSURED VETERANS 


Mr. Puriuies. Now, let me ask you if there are any possibilities 
which a veteran receives service without cost in a veterans’ hospital 
and may either himself be reimbursed through msurance and the 
Veterans’ Administration not get that money, or where he has a 
blanket policy of some kind that might provide reimbursement to 
his employer or anyone else, but still the Veterans’ Administration 
does not get the money? 

Mr. Ovom. On the second part of that question, I personally do 
not recall any type of policy which would pay the employer. There 
are many policies which would pay the insured a hospital rate of pay, 
which is something like unemployment compensation. We do not 
attempt to take any of that away from him; we never attempt to 
take 1 penny away from the veteran. But if the veteran has a 
policy of insurance which provides the insured will be paid for the 
cost of his hospital care, or if it be a workmen’s compensation case 
where the insurance fund is liable for the cost of hospital care, or if it 
be a tort liability as in an injury case, we do require that the veteran 
assign his rights under such policies to us, and we do collect. Par- 
ticularly, we have great success in collecting under the workmen’s 
compensation cases. We collect in some of the tort cases, but gen- 
erally tort cases are settled outside of court for an agreed amount, 
which pretty well excludes us, because, if we took any of it, we would 
be taking away from the veteran himself. 

In insurance cases, the companies are coming more and more to 
write policies which provide only for reimbursing the actual dollars 
that the insured pays out, and the Teague bill would have a specific 
effect upon that, because we could bill the veteran and collect from 
him in such cases and he could collect from the insurer. 
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Mr. Puiturps. I am told that the private insurance companies today 
are increasingly writing into their policies a stipulation that they do 
not cover medical care or expense in a Federal hospital or a State 
hospital. 

Mr. Opom. Practically all of the group-insurance or prepaid- 
hospital-care policies exclude not only certain specific types of illnesses 
but they also exclude all care in a Federal, State, or county hospital. 

Mr. Puiuuips. Is that a matter which could in any way be corrected 
or modified by Federal law? 

Mr. Opom. No, sir. 

Mr. Putuuips. Is it a matter which could be corrected or modified 
by State law? 

Mr. Onom. That question was raised, and I gave my professional 
opinion that I doubted the insurance commissioners or State legisla- 
tures could do anything about that. However, it is a debatable 
question. 

Mr. Putiurps. Do you concur with the apparent fear of some of the 
insurance companies that if they were to eliminate the stipulation from 
their policies the cost of the premiums would rise materially? 

Mr. Ovo. I think any greater coverage would have an effect on the 
premiums, Congressman, but whether that would be offset by some- 
thing else I am not in a position to say. 

Mr. Paturrs. My question had in mind the rather small number of 
veterans who might be in a postion to be reimbursed under such private 
policies as compared to the large number of people who are receiving 
hospitalization in private hospitals under this kind of policy. Do 
you believe, if these veterans were added to it, it could possibly increase 
materially the cost of the premium? 

Mr. Ovom. That would depend on factors of which I have no per- 
sonal knowledge. 

Mr. Kruncer. Mr. Chairman, [ have had some experience on policies 
and clauses in policies. I think if you will reverse your question 
you might ask, Is the veteran who carries a policy with that kind of 
clause in it benefited by a lower premium? 

Mr. Putuurpes. I do not know whether Mr. Odom can answer that, 
but vou understand the question. 

Mr. Ovo. I understand the question; yes, sir. I do not know 
Some group hospital policies urge that they do give a lower premium 
because of that. I do not know what the facts are. 

Mr. Kruncer. I have been insurance commissioner only recently 
in my State, and such clauses were not in effect. 

I think the State would first have to pass a law authorizing the 
insurance commissioner to exclude those clauses and give authority 
to issue that kind of policy. 

Mr. Ovom. That is right. 

Mr. Paturrs. I have. only one more question, which I will address 
to Mr. Stirling, Mr. Odom, or Dr. Boone. 


STATEMENT OF A VETERAN OF HIS ABILITY TO PAY FOR HOSPITALIZATION 


If the so-called Teague bill, H. R. 4601, were to pass which elimin- 
ates that last sentence of Public Law 141, would any one or all of 
you care to estimate the probable saving in the cost of hospitalization 
as applied to the non-service-connected veteran? 
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\ir. Opom. That would depend so much upon the regulations which 
the Administrator would issue that I think anything I would say 
vould be nothing more than just a guess. But it would unquestion- 
ibly result, I would say—and I am only expressing a personal opinion— 
t undoubtedly would result in reducing the number of applications for 
on-service-connected. But also the bill would probably result’ in 
nereasing the number of chronic cases of TB and certain other named 

eases which now are not very high on the priority list but, under 
this bill, I think, would be up about third in priority. How much we 
vould collect to offset that would depend, | suppose, upon how our 
jospital rate compares w ith other hospital charges. 

Of course, the reason why we accept the applicant under this oath 
system for hospital care when he has prepaid hospital care is the fact 
that no insurance policy which I have ever seen or of which I have any 
snowledge covers the complete hospital and medical care which are 
ifforded in Veterans’ Administration hospitals. So we cannot refuse 
im. For example, we had a man who was ap acknowledged million- 
aire Who applied for hospitalization. We brought to his attention 
or our people did—the possibility that maybe he ought not to sign 
thisoath. He said “I can sign the oath. 1 cannot get the care I need 
any place except in one of cur Veterans’ Administration hospitals.” 
He said ‘‘No matter how much I pay, | cannot get it anywhere else. 

Mr. Purturps. You raise a legal point, | think, for the lawyer mem- 
bers of this committee to consider. If a man comes to the hospital and 
says “I am unable te pay for hospitalization,” and, yet, he carries a 
policy of insurance giving him hospitalization in a private hospital 

Mr. Opom. It does not give him the same as he gets in our hospital ; 
t does not give him a great many things which he gets free in our 
hospital. 

Mr. Puturs. In other words, the veterans hospital gives him 
without charge more services, more benefits, than his policy would 
wrovide for him in any other hospital? 

Mr. Ovom. That is invariably correct. 

Mr. Puiuurres. But not more than he might be able to pay for u 
another hospital if he could get it? 

Mr. Opom. That is true. 

There is one other legal point I did not mention; that is that no 
veteran has to sign this oath if he does not want to. Under the law 
today, he can say ‘Here is a statement of my income, my assets, my 
liabilities. You tell me whether I am entitled to hospital care.’’ 
And some of them are doing that right now. 

Mr. Puiuurpes. I would be interested to know where the authoriza- 
tion for that is in the law. 

Mr. Opom. It is implicit. 

Mr. Puriires. Does it not say he has to sign an oath? 

Mr. Opom. No, sir; it does not. It does not say he has to sign an 
oath; it says he must be unable to pay. Then it says if he signs the 
oath, that shall be accepted by the Administrator as sufficient evidence 
of his inability to pay. But that does not preclude him from sub- 
mitting his own evidence and requiring us to decide, 

Mr. Jonas. But that does not take away the restriction upon the 
Administration by that clause? 

Mr. Ovom. I beg to differ, because if he signs the oath 

Mr. Jonas. I say if he does not sign the oath. 
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Mr. Ovom. If he does not sign the oath, then we have to decide. 

Mr. AnprReEws. You could in that case make an investigation. 

Mr. Opom. Oh, ves; if we did not believe him. 

Mr. Anprews. Do you undertake to make an investigation if he 
does not sign it? 

Mr. Ovom. If we investigated, we would just be spending appro- 
priated funds, and we do not have any surplus, and we would be 
spending money to do a vain thing. 

Mr. Anprews. What I mean is this: He goes to a hospital and signs 
the oath stating he is unable to pay for hospitalization. Now, you 
could go back of that oath? 

Mr. Opom. We could but what use would it be? 

Mr. Anprews. I mean under the law you could do it. 

Mr. Opvom. Well, there is nothing to preclude us from doing it, 
but it would not have any effect. We would still have to accept his 
oath. 

Mr. Anprews. But he could not go to a hospital and say “T am 
financially unable to pay for treatment”’ without signing an oath? 

Mr. Opom. I did not intend to say that. What I intended to say 
and tried to say is he can say, “I do not want to sign any oath, but | 
am applying for hospital care. Here is a statement of all of my assets 
income, and liabilities. You decide whether I am entitled to hospital 
care.” 

Mr. Puaruures. Mr. Stirling, would you like to make an estimate on 
how much we would save by permitting you to look back of the 
veterans’ affidavits in these cases? 

Mr. Stiruine. I would not want to hazard a guess on that at this 
time, Mr. Chairman, because this bill is now pending before the 
Veterans’ Administration for a report. I have asked our Assistant 
Administrator for Legislation about it, and he advises me the report 
is now being coordinated in our different units of the Veterans’ Ad- 
ministration, and that an estimate will be made just as soon as we all 
understand just exactly what the law means, but I think it is safe for 
me to say, from my own observation and connection with this problem 
in the Veterans’ Administration over a period of years, that there is 
likely to be a reduction in the number of applicants for hospital care, 
that many veterans who might feel conscientious about their ability 
to pay will stop themselves from applying, and I think that there 
should be a reduction in the number of veterans desiring hospital care, 
especially in the general medical and surgical field, but I believe, as | 
think Mr. Odom does, too, that no reduction in the TB cases and the 
NP eases will be shown at all. 

Now, Admiral Boone, I know you would like to say something on 
the subject. 

Mr. Puiturps. Admiral Boone, what is your estimate? 

Admiral Boone. I cannot make an estimate, but I would like, Mr. 
Chairman, later to make a few observations. 

I should like to insert in the record, if I may, a letter which | 
prepared on March 27, 1953. 

Mr. Putiurps. I am under the impression that that was put in at 
the time of the supplemental hearing, but it may go in again because 
it refers to the subject that we are now talking about. 

(The matter referred to follows: ) 
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VETERANS’ ADMINISTRATION, 
Washington 25, D. C., March 27, 1953 


[Personal and confidential] 


lo: Managers, all hospitals and regional offices area medical directors. 

[ am deeply concerned over the growing public criticism which is directed 
the medical-hospital program with reference to the admission of non-service- 
connected cases for hospital and medical care. 

There is widespread misunderstanding, or lack of information, as to the entitle- 
ment of a veteran to hospital care. To begin with, a veteran of a war (including a 
veteran of the Korean hostilities), a person who was discharged from the military 
or naval service for a disability incurred in line of duty, or one who is in receipt 
of compensation for a service-connected disability, has eligibility for such car 
and treatment if suffering from permanent disabilities, tuberculosis or neuro 
psvchiatric ailments and for diseases and injuries, subject to limitations prescribed 
by the Administrator and within the limits of existing Veterans’ Administratio1 
facilities. 

, addition to the foregoing, a veteran of any war who is in need of hospitalization 
and medical care, for other than disabilities mentioned above, but who is unable 
to provide same at his own expense, may be furnished hospitalization (or domi- 
ciliary care) if a bed is available in a Veterans’ Administration facility. It is 
with respect to this latter group that most misunderstanding exists 
Many such veterans believe that they are entitled to hospital care for 
rviee-connected conditions as a matter of legal — because of their 
eran status; and that the statutory oath required is not significant 


sé 


tute reads: 
‘* * * any veteran of any war who was discharged under other than dishonorable 
conditions, suffering from disability, disease or defect, who is in need of hospital- 
zation or domiciliary care and is unable to defray the necessary expenses ther 
of * * * shall be furnished necessary hospits alization of domiciliary care in any 
Veterans’ Administration facility, within the limitations existing in such facilities 
irrespective of whether the disability, disease or defect was due to service. The 
statement under oath of the applicant on such form as may be prescribed by the 
Administrator of Veterans Affairs shall be accepted as sufficient evidence of 
inability to defray necessary expenses.” Sec. 706, title 38, U. 8S. C 
Where the veteran (or his proper representative if veteran is incompetent 
this affidavit, there must be assurance also that he (or his representative 
read and understands the penalty clause for fraudulent signing With the 
execution of the affidavit the liability and responsibility rests upon the vetera 

The Deputy Administrator, in his all-station letter of August 5, 1952, announcing 
the revision of VA form 10—P-—10, called to your attention the essentiality of all 
personnel coming in contact with this form to thoroughly understand tl 
questions asked and be familiar with its use and purpose. I, therefore, request 
that you as manager assure yourself that the admission officer, registrar’s office 
contact officers, information or eligibility clerks, and all of your staff having to do 
with admission of patients perform their duties, in every aspect, informatively 
when patients enter a Veterans’ Administration hospital or make application for 
hospitalization at your station. This will require a continuous program of 
education of staff members including residents and internes in our affiliated 


hospitals. 

I also request that in your contacts with the general public, expecially veterans’ 
organizations and medical societies on the local and State level, you endeavor to 
explain the basis on which non-service-connected patients are accepted in ou 
hospitals. We, as officials of the United States Government, as well as all othe: 
citizens, have an obligation to both the veteran and the Federal Government to 
see that the privileges granted by the Congress to veterans are administered i! 
strict conformity to the expressed will of the Congress. 

This is a serious problem which requires very tactful handling in order that mn 
one gains the impression that the Veterans’ Administration is doing other than 
carrying out its mission in justly administering benefits to veterans in their and 
the public interests in accordance with the letter and intent of existing laws 
I believe that carefully transmitted information on this subject would materiall 
tend to eliminate charges of ‘‘chiseling’’ and admissions under suspected or 
alleged fraudulent circumstances. 

Mangers will report to the Administrator, through the Chief Medical Director 
any and all cases in which facts come to their attention which clearly indicate t! 


Te 
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statement as to inability to defray expenses of hospitalization is false. Prior | 

submission of such cases, managers should confer with or refer the matter to th 
chief attorney for his comment. However, no investigation is to be conduct: 

ip these cases by either the chief attorney or the manager. The complete report 
will then be forwarded by the manager and will include all facts which have con 

to his attention 

I request that you advise me as to what steps you have taken to be assure: 
that every measure is instituted and applied by you for the protection of thi 
Government and the legal entitlement of the patient in the hospitalization of 
non-service-c ynnected cases 

J. T. Boone, 
Vice Admiral (M. C.) U. S. Navy, Rtd., 
Chief Medical Director 

Admiral Boonr. Now, I would like to read a paragraph or two 
from that memorandum: 

Managers will report to the Administrator, through the Chief Medical Director 
any and all cases in which facts come to their attention which clearly indicate the 
statement as to inability to defray expenses of hospitalization is false. Prior to 
submission of such cases, managers should confer with or refer the matter to the 
chief attorney for his comment. However, no investigation is to be conducted 
in these cases by either the chief attorney or the mangaer. The complete report 
will then be forwarded by the manager and will include all facts which have con 
to his attention. 

I request that you advise me as to what steps you have taken to be assured 
that every measure is instituted and applied by you for the protection of the 
Government and the legal entitlement of the patient in the hospitalization of 
non-service-connected cases. 

I have received replied from 231 managers and we have had 4 cases 
submitted to us for an opinion. They have gone to the Administrator 
and the Solicitor. 

Mr. Puiturps. How long has it been since you have had them in 
your hands? 

Admiral Boons. These letters? 

Mr. Puituips. No, these four cases. 

Admiral Boonr. Just since my letter. The last letter came in, 
I think, in just the last few days. 

One case in point was that of a veteran who had been injured and 
is presently hospitalized at the Santa Fe hospital (a railroad hospital! 
for employees of the Gulf, Colorado, and Santa Fe Railway Co.). 

Prolonged hospitalization was indicated in this case. A 10—P-—10 
was filed for transfer to the Veterans’ Administration center, Temple, 
Tex. The administrator of the Santa Fe hospital, a non-Government 
oficial, stated in a letter to the registrar of the hospital at Veterans’ 
Administration center, at Temple, that railroad rules limit hospital- 
ization to 3 months. Hospitalization beyond that must be approved 
by the chief surgeon and the patients must pay not only the per diem 
rate, but also the cost of any special duty nurses, blood and other 
special items of cost. He further stated that patient is indigent and 
unable to pay at present time. 

That case has gone to the solicitor for determination. 

We have enjoined managers to keep us informed and to screen 
these cases very carefully. 

There is one of the letters I think you referred to, Mr. Chairman, 
in the Congressional Record from the registrar or manager of the 
San Fernando, Calif., bospital. He has written a very apologetic 
letter stating that as manager he did present a notice to his staff, 
but that he misinterpreted his instruction when he told them that 
they should sign the 10—-P-—10 irrespective. 
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\ir. Potiuips. Well, that is very interesting, because I received no 
such letter. The letter I have received came from an entirely dif- 

rent hospital, not even in California, so I will have to look into the 
situation at San Fernando also 

Admiral Boone. | think that this would be very interesting to the 
ommittee, not in any effort to defend the status quo, but it is an 

teresting observation which comes from a Department of Commerce 
eport: Study on income. In 1950 one-half of the World War II 
eteran male population, age 25 through 44, earned less than $3,124 
innually. Data werg not available for veterans over 44 years of 

However, for the male population as a whole, one-half the males 
from 45 through 54 years of age earned less than $3,191; one-half 
om 55 through 64 years of age earned less than $2,494, and one- 
half 65 vears of age and over earned less than $986. 

Another Department of Commerce study showed that im April, 

51, 76 percent of the World War II veteran population were mar- 
ied, and 54 percent had one or more children. 

From the foregoing data it is evident that a very large proportion 
f the population could qualify as medically indigent. 

Mr. Tuomas. Admiral, I do not quite get the purpose of the case 
ou detailed about the veteran working for the railroad. What 
nference are we to draw from that? Here is a veteran and he was 
njured, and is going to require several months beyond the 90-day 
period for hospitalization. Was he hurt while working for his em 
ployer, is that the point? 

\dmiral Boone. Yes, sir. 

Mr. Tuomas. In other words, he was burt while working on the job 
for his employer? 

\dmiral Boone. Yes, sir. 

Mr. Tuomas. And his injury was not service connected as far as 
the veteran laws are concerned? 

\dmiral Boone. Yes, sir. 

Mr. Tuomas. And this employer covered him with some type of 
insurance policy which had provided only 3 months’ overall hos 
pitalization, and beyond that he was out. The policy also failed to 
cover all of his hospital expenses. In other words, it did not cover 
the cost of X-rays, blood plasma, and so forth. Are those the facts? 

Mr. BiceLtow. That is correct. 

Admiral Boone. If I recall correctly that was not a railroad injury. 
It was an accident, but he was covered by the railroad’s group in- 
surance. 

Mr. Tuomas. He was not an employee of the railroad 

Admiral Boonr. He was, but he was covered by a group insurance 
policy not for a railroad accident, but for an accident otherwise. 

Mr. Puiuures. This is not even an accident which had anything 
to do with his employment? 

Mr. Tuomas. The doctor did not know those facts, that is the rea- 
son I asked about them. 

Admiral Boone. I will correct that. 

Mr. Tuomas. What is the purpose of citing that case? 

Admiral Boonr. We have asked, in connection with this letter 
that I wrote to the field, that they advise us if they felt that any man 
seeking admission could afford to pay for hospitalization. 
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Mr. Tuomas. The letter from the private hospital clearly stated 
that the man was indigent, and that he was going to require several 
more months of hospitalization, did it not? 

Admiral Boone. And our answer will go back to them that hy 
should be accepted if he is indigent and otherwise qualifies. 

Mr. Tuomas. What is unusual about his type of case? 

Admiral Boonr. There were four cases sent in to us and I used 
this one as a sample. 

Mr. Tuomas. You have hundreds of similar cases. 

In other words, here is a nonservice-connected case, and he is a 
veteran, and he is going to need hospitalization for a long period of 
time, perhaps much longer than covered by any group insurance 
policy that he may have. He may have received some hospitaliza- 
tion under that policy by virtue of having it. There is nothing 
unusual about the case. You have hundreds like it. 

Admiral Boonr. There were only four sent in to us as a result of 
that memorandum which I mentioned. 

Mr. Tuomas. Yes, as a result of that letter, but before sending the 
letter out you still had hundreds of similar cases. I do not see any- 
thing unusual about it. 

Admiral Boone. In fact, these are the only ones which were sent 

during the time I have been here. 

Mr. Puiturrs. In other words, the fact that only four cases were 
sent in is no indication at all of the probable number of such cases 

All of the investigations have indicated many more cases like that of 
non-service-connected veterans who were able to pay all or part of the 
cost. Under the law you are not permitted to take them. So, even 
under the present system there is a much longer list of people who are 
very well able to pay, which simply means to me that your managers 
are not reporting them, when you hear of only four cases. I think 
you had better write back and call their attention to the letter you 
sent out on March 27, or whatever the date was. 

Admiral Boonr. These are only cases where they have facts come 
to their knowledge more or less accidentally, or else from the veteran 
himself. 

Mr. Paruuirs. That would explain it. 

Admiral Boonr. Yes, sir. 

Mr. Puiures. I would like to ask the same question I asked before 
of Mr. Odom. Iam not sure he completed his statement, but I think 
he did. I would like to ask the same question of Mr. Stirling or Dr. 
Boone; do you hold that the intent of Congress was that we should 
continue to build additional hospitals for veterans with non-service- 
connected cases, or do you hold that we are required to go out and lease 
contract beds in other hospitals for non-service-connected cases? 

Admiral Boone. I believe Congress has stipulated that there would 
be 174 hospitals with a ceiling of 131,000 beds. I think that 131,000 
beds must involve care for eligible veterans. 

Mr. Puiuurres. They said service-connected cases 

Admiral Boonr. Yes, sir. 

Mr. Puiurpes. You say there are 131,000 beds which are either 
available or will be available when the hospitals now under construc- 
tion are finished? 

Admiral Boons. Yes, sir. 
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CONTRACT HOSPITALIZATION 


Mr. PHILLIPS. Now, prior to the completion of those hospitals and 
the activation of the beds, do you hold that the Veterans’ Adminis- 
tration is obligated to go out and contract, that is to lease contract 

ds in other hospitals for non-service-connected veterans? 

(dmiral Boone. I believe Mr. Odom said we did not contract for 
non-service-connected cases in non-Federal hospitals, except for female 
veterans, and I think he should have added Puerto Rico to Manila 
vhen he mentioned that, because there we contract for both the 
service-connected and the non-service-connected. 

Mr. Puitiies. How many leased or contract beds are you asking 
or in the revised budget, not including the TB and NP or Manila? 

Admiral Boonr. The total for contract hospitalization allowed is 
5.250. 

Mr. Putuurpes. That, according to your statement, Dr. Boone, does 
not include NP, TB, or Manila, and I think it does. 

Admiral Boone. It does include NP and TB and everything over- 

as except Manila. We do not hospitalize there now except through 
the Philippine Government. 

Mr. Patiures. Will somebody give me the figure I asked for, which 

the number of contract beds, not including TB, NP, or Manila? 
Can that be given for the record? 

Admiral Boonsr. Yes, sir; we will insert that in the record. 

The matter referred to is as follows:) 


VA patient load in non-V A hospitals Mar. 31, 1953 


Diagnosis 


G.M.and8 


rB and NP. 

Allowance for fiscal year 1954 is average daily patient load of 5,2 lo reduce the patient load in 
VA hospitals from 6,129 to an average of 5,250, it will be necessary to severely curtail admissions so 
t patient load will drop as patients are discharged. It is not, of se, possible to charge patient 
w to the termination of treatment, and consequently the process of attriti ill result in t in 
G. M. and 8. patient load shown in the table 


Mr. Puriurps. Can somebody give me a rough estimate now? 

Mr. BigeLow. About 1,058 G. M. and 3S. patients in non-VA 
hospitals inside the United States. 

Admiral Boone. That is all contract. 

Mr. Puiuuips. According to your statement all of those can be 
used only by service-connected veterans. 

Mr. BigeLow. In Federal facilities we can place non-service-con- 
nected cases, but not in non-Federal facilities, except in Puerto Rico. 

Admiral Boone. And female veterans. 

Mr. Biantow. Yes; and female veterans. 

Mr. Pururrs. Do you mean that all 1,058 are female veterans? 

Admiral Boonr. No; there is legal authority to contract for female 
veterans. 





550 


Mr. Puruuies. I will not include the TB or NP eases, the females o 
Puerto Rico. Now how much of a figure do you get? 

Mr. Bicetow. It is still 1,058, Mr. Chairman. 

Mr. Puiuuips. It is 1,058 beds for service-connected veterans? 

Mr. Bicetow. Exclusive of NP and TB patients, and so forth. 

Mr. Puiturps. That is, exclusive of the four groups I gave you 

Mr. Bicetow. Yes, sir. 


STATUS OF HOSPITAL CONSTRUCTION PROGRAM 


Mr. Corron. Mr. Chairman, there is one thing I cannot let pass 
at this time, as I do not understand it. You asked Mr. Odom 
question whether he thought it was the intent of Congress to go out 
and build hospitals for veterans having non-service-connected 
abilities. My recollection is that he started to reply by saving ‘not 
previous to 1943.”" After mentioning 1943 he got off on a discussion 
and it was never clear to me what he meant by a change which too! 
place in 1943. 

Mr. Opom. Between the Economy Act of 1933 and Public Law 16 
of 1943, hospital construction was based upon, as I recall it, the con 
templated needs for service-connected from World War I and _ prio: 
wars and non-service-connected cases for certain diseases. 

There was, as far as I know, no particular mention made of these 
for additional hospital space and facilities for strictly non-service- 
connected cases, but I recall that it was estimated that based upo. 
the figures for the 1933 decade that the need for World War I veterans 
and veterans of prior wars by 1950 would be about 149,000 beds, and 
in the hearings which preceded the enactment of Public Law 10 of 
the 78th Congress 

Mr. Corron. Which extended hospital care to World War I] 
veterans? 

Mr. Opom. Yes, which extended the right of hospital care for non- 
service-connected disabilities to them the same as for World War | 
veterans, contingent upon the availability of facilities and the inability 
to pay. 

It was testified that we would not need the big hospitalization pro- 
gram which was introduced in 1944 in connection with the Service- 
men’s Readjustment Act, which was enacted in 1944, for strictly 
service-connected cases insofar as we could see, even though World 
War II was not at an end at that time, but that if the same type of 
hospitalization authority were extended to World War II veterans 
as had been extended to World War I veterans and previous ones, that 
it would require by 1970 at least 300,000 beds. 

In 1944, in connection with the enactment of the Servicemen’s 
Readjustment Act an authorization was placed in that act for the 
beginning of a $500 million hospitalization program largely < 
World War II veterans, and that program was further advanced and 
expanded in 1946 and again in 1947 so that what was the sum total of 
that, do you recall, Mr. Baker? 

Mr. Baker. Approximately $1,100 million. 

Mr. Ovom. I do not know exac tly everything that went on in this 
room in connection with that, but there is no question that th 
legislative committees had before them the fact that the additional 
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ospital program would take care of non-service-connected cases as 
vell as service-connected cases. 

Mr. Patiuips. The $1,100 million was not an actual authorization? 
[t never reached that point did it? Did it get to that point, Colonel 
Drvden? 

Mr. Drypen. Yes, sir. There was a 16,000-bed reduction. There 
was $237 million reduced from that figure of $1,100 million. 


\TH BY VETERANS PERTAINING TO ABILITY TO PAY HOSPITALIZATION 


Mr. Tuomas. Following Mr. Cotton’s question I do not think it is 
juite clear to all of us yet as to just what the outstanding thing was 
about this public law which passed in 1943 to the Economy Act of 
1933 and its subsequent amendment. 

Mr. Opom. Any veteran would be entitled to hospital care for 
service-connected disability whether in peacetime or wartime. 

\ir. ANprEews. That is, regardless of financial condition? 

\ir.Onom. Yes, regardless of financial condition. 

Mr. Tuomas. The Economy Act of 1933 specifically laid down the 
provision which said in so many words a non-service-connected 
case Should pay something according to his ability to pay, did it not? 

Mr. Opom. Let me put it this way, Mr. Thomas. Public Law 2, 
the so-called Economy Act, simply specified in broad terms sa types 
of veterans who could receive care and then it Ee d in section 
| of the act, it authorized the President to issue by rela mainte 

e additional conditions under which that care could be granted. 

The President issued veterans regulation 6 and also veterans reg- 
lation 7. 

Veterans regulation 7 briefly added outpatient care for service- 
connected disabilities. 

Veterans regulation 6 as it was issued and amended from time to 
lime set up categories with the highest preference to service-connected 
cases. There were with others TB and NP and then finally those 
veterans who could not afford to pay for their care who needed it. 

Mr. THomas. That is, non-service-connected? 

Mr. Opom. Yes, sir; that is right. 

Then Congress, by passing over the President’s veto, Public Law 
141, which I think the second House acted on on March 28, 1934, 
put in this last sentence which said to the Administrator of Veterans’ 
\ffairs that you cannot refuse to admit any veteran who meets the 
condition of this section 6 as amended who swears that he is unable 
to pay for his care. 

Mr. Tuomas. That still leaves that ability to pay in the Economy 
(ct. 

Mr. Opvom. It is still there. 

Mr. Tuomas. And Public Law 10 came along 

Mr. Ovo (interposing). Extending the benefits to World War I] 
veterans. 

Mr. Tuomas. In 1943 extending the benefits, but in substance it 
repeals regulation 6 based on ability to pay? 

Mr. Opom. No, sir. Regulation 6 was amended by Public Law 
141, and it remains essentially today as it was enacted in 1934. 





Mr. Tuomas. Public Law 10 and its subsequent amendments have 
not changed the basic law and the sum and substance of regulation 6. 
which was issued under the Economy Act, namely, the ability to pay 
for non-service-connected cases with the further provision. written in 
there that you cannot turn anyone down if he signs the affidavit. 

Mr. Opom. Public Law 10 extended that “privilege to World 
War II veterans. That was 1 of the cases, and there might have 
been 1 or 2 others also, but that was 1 case in which the then 
Administrator of Veterans’ Affairs, General Hines overruled his Solic- 
itor. The Solicitor advised the Administrator that the veteran of 
any war, as used in section (6), as amended, would include veterans 
of future wars as well as past wars, that they were eligible for treat 
ment. General Hines said, ‘Odom, that is a matter for Congress to 
decide; that is a decision that Congress should make, and not for 
you to make.”’ 

30, Congress enacted Public Law 10 saying that all of the laws with 
respect to hospital care would apply to World War II veterans. 

Mr. Tuomas. It all boils itself down simply to this, then, as far as 
the ability to pay relates to non-service-connected cases, that section 
has been repealed in sum and substance in operation, and not by 
statute. 

Mr. Opom. I do not think so. 

Mr. Tuomas. How can it be otherwise? 

Mr. Ovom. I do not believe so, if I got your question— 

Mr. Tuomas. You still have that regulation in effect? 

Mr. Ovo. Yes, sir; it is still the law. 

Mr. Puiuitrs. Is this the situation that is still in effect, and that 
has in it the element of the ability to pay, that Congress by subsequent 
action made it possible for the service-connected veteran to get treat- 
ment if he had anything the matter with him? 

Mr. Tuomas. It never did apply to the service-connected cases. 

Mr. Puruurires. For non-service-connected veterans to get treatment 
on this sworn statement? 

Mr. Tuomas. In other words, the Veterans’ Administration through 
judicial interpretation has acted on it, holding—that is, it is what 
it amounts to in action—that when he signs that affidavit the ability 
to pay is superseded. That is the sum and substance of it. 

Mr. Opom. We feel that the Congress acted on it, Mr. Thomas. 

Mr. Tuomas. I say by judicial interpretation. 

Mr. Ovom. I am willing to stand on the reasonableness of that 
interpretation. 

Mr. Corron. I asked a question a while ago and did not get a 
chance to follow it up. I want to be sure I understand about this. 
Forgetting for the moment all of the consideration we have been giving 
to the matter of the oath and the ability to pay, I want to get this 
straight in my own mind: Is it your belief and contention that the 
words in the law which provide that hospital facilities shall be pro- 
vided to veterans for non-service-connected disabilities under certain 
circumstances insofar as the number of beds available permits, has 
been overruled or somewhat nullified by the size of the program and 
the testimony given at least in the legislative committees subsequent 
to that; is that correct? 

Mr. Ovom. No, if I understand your question, and I think I do, | 
do not believe that is exactly correct. 
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[ will answer your question this way: Prior to the end of World 
War I, and certainly before the beginning of World War II there was 
no partic ‘ular problem with respect to this so-called World War II 
pauper’s oath as they call it, which is, of course, a misappellation, but 
it has been so called by some. There was no particular difficulty 
about that at that time, and very few of these cases came to our atten- 
ui on, but the national psychology changed during World War II, and 
| do not need to tell you gentlemen about it, as you know it just as 

nuch as I do, that these veterans would be taken care of. I would say 
that 99 percent of the veterans who came out of that service came out 
with the thought which had been drilled into them during their war 
service, that their service would entitle them to free hospital treat- 
ment for the rest of their lives, and I want to tell you that anybody 
who suggested to the contrary, until within the past year or two 
would have had his ears taken down. I had that happen to me time 
and time again. There were plenty of publications which said, 
“Odom is too tight in his construction of the statute with respect to 
the pauper’s oath.” Bills we re introduced immediately after the close 
of the war to take the pauper’s oath out of the law. 

When I or the Administrator told the legislative committees what 
would happen if they took that oath out of there, that every veteran 
would have to prove his ability or inability to pay, they promptly 
killed those bills, and it is only within the past few years, in fact, 
within the past few months that public sentiment seems to have 
changed in that respect. 

What I am trying to say, gentlemen, is simply this, that prior to 
World War IT there was no difficulty over administering this law. 

Since World War II there have been far greater demands for 
hospital care proportionately even than previously, and I think if 
was due to the national thought that every veteran was entitled to 
hospital care. That is the only thing I can attribute it to, because 
times have been better, generally speaking. 

Mr. Corron. I understand that. You said on discussing this 
so-called pauper’s oath, and I am trying to get this straight in this 
record and in my mind, that the words in the law were to give these 
non-service-connected veterans treatment if they signed the oath. 
The words in the law are that they shall be hospitalized as far as the 
facilities permit. 

Mr. Ovom. That is correct. 

Mr. Corron. Have those words been modified by subsequent 
developments? 

Mr. Opvom. No, I do not think so, because it is still within the 
province of the Congress to say how many beds shall be made available, 
and within the available beds if they sign the oath we have to give it 
to them. The law is identical as it was in 1946, or as it was enacted 
in March 1934. 


PAYMENTS FOR NON-SERVICE CONNECTED DISABILITY HOSPITAL COSTS 


Mr. AnprREws. I would like to ask you this question, Mr. Odom: 
Is it possible for a veteran who receives hospitalization for a non- 
service-connected disability to pay to the Veterans’ Administration 
any part of the cost for his hospitalization? 
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Mr. Opom. We never refuse to accept any dollar which is given to 
us, and some of them do pay. 

Mr. Anprews. In other words, a man with a non-service-connected 
disability can go into your hospital and stay there 2 or three weeks 
or months, and when he is discharged go to the office and ask what his 
bill is and pay it in full or in part? 

Mr. Opom. We cannot give him a bill for the service rendered, but 
we cap say if you want to give us some money you can. 

Mr. Anprews. You would not tell him what it would cost elsewhere 
for the treatment he has received? 

Mr. Opom. No, sir. 


PER DIEM COST FOR HOSPITAL CARE 


Mr. ANprews. What is the overall cost of hospitalization per day? 

Mr. Opom. $13.31 2 day in all hospitals during March 1953. 

Admiral Boonr. That is the per day cost, for direct patient care 
and excludes indirect care such as care of the dead, maintenance, and 
operation of personnel quarters, travel of beneficiaries, supplies fo: 
indigent patients, all research and certain education and _ training 
major repairs, and so forth. 

Mr. Opom. Yes. 

Mr. Anprews. That is the overall cost, $13.31? 

Mr. Biartow. Yes, sir, throughout the system. 

Mr. Anprews. He could make full payment or part payment? 

Mr. Opom. We will accept the money if it is tendered. 

Mr. ANprews. How long have you been accepting payments? 

Mr. Opom. Ever since the law was enacted. There have not been 


very many payments made. There have been some, however. If a 
man feels that he is going to have a long period of hospital care, and 
then he finds out he was wrong, that he is cleared up in a very short 

while, some men have paid under those circumstances. 


DESIRABILITY OF OATH REQUIRED OF A VETERAN AS TO HIS ABILITY TO 
PAY FOR HOSPITAL CARE 


Mr. THomas. While we are on this subject of this pauper’s oath or 
affidavit, and it has been given that tag, and I do not know whether 
it was intended or not, but there is a certain amount of distaste to 
the average American in that. 

As a practical matter are you not confronted with 1 of 2 alterna- 
tives, either repeal that pesky affidavit, and it is pesky, it is little, in 
my opinion, just do away with it altogether and take non-service- 
connected cases and give them treatment within your limitation of 
beds with no questions asked, and the other one is to say if you can 
pay 50 cents a day or $1 a day, or $5 a day, $10 a day, or $14 a day, 
pay it, but if you cannot pay anything we are not going to turn an) 
non-service-connected cases down within the limitation of our beds. 

Now, as a practical situation is not that what we are confronted 
with, those two alternatives? In other words, your affidavit does not 
amount to a hill of beans. It is embarrassing, and it puts the veteran 
under a handicap, and what useful purpose does it serve? None 
whatsoever. 

Mr. Puixuips. The reason why we are having this discussion is 
because it looks as if it is up to this committee to ask Congress to 
suggest to us a policy as to the future care for non-service-connected 
veterans. 
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lf we follow the present policy, under the present interpretations, 

Mr. Odom said, we will have to build at least 150,000 new beds 
over the next 20 years, and I doubt very much if either the Congress 

r the people of the United States understand that. I think that is 
an essential part of the decision which must be made by this com- 
mittee when we mark up the bill. 

Now, I think we have probably reached the end of that particular 
discussion. I suggest that we recess now and come back about 1:15. 

Mr. Putturps. The committee will come to order, please. 

(Discussion off the record.) 

Mr. Puiuures. We will continue the discussion of the budget of the 
Veterans’ Administration for fiscal year 1954 and before we come 
directly to the most important item for today which is item No. 8000 
program, medical, hospital, and domiciliary care, 1 want to clear up one 
matter which evidently is causing a great deal of misunderstanding, 
particularly in some of the veterans’ organizations. 

Ail of us are receiving quite a number of telegrams with reference 
to the $921,100,000 which was the figure in the original budget and 
apparently there is a misapprehension that this figure applies only to 
hospitalization. Before breaking it down item by item, I want to 
make this clear and have a confirmation from you, Mr. Stirling, that 
this item covers everything from the administration of the Veterans’ 
\dministration item 1000, through the contact services, the claims 
services, insurance, vocational rehabilitation, all the re adjustme nt al- 
lowances administration, and that item which they believe they are 
talking about, is item 8000 for medical, hospital, and domiciliary care 
The $921 million also includes capital expansion and a few items of 
both reimbursement and expense. Am I correct on that? 

Mr. StiruinGc. That is correct. 

Mr. Puruuies. That item in the new budget is $851,350,000. The 
point I am making, which we will now take up, item by item, is that 
this figure contains many items which for a long time have been dis- 
cussed in these same veterans orgainzations, that are sending us the 
telegrams, and that this committee has had before it recommendations 
from the organizations for reductions in those items. So, there is a 
very great misunderstanding which I think, perhaps, we can clear up 
tod ay. 

Mepicat Hosprrau anp DomicriLiary CARE 


Now, we get to item 8000, medical, hospital, and domiciliary care 
Dr. Boone, before we take the at up, do you have a general statement 
of any kind which you want to make on that subject? 


GENERAL STATEMENT 


Dr. Boone. I have, Mr. Chairman. It is brief. 

As Chief Medical Director, | was provided with a modified fiscal 
vear 1954 budget by the Bureau of the Budget, through the Deputy 
Administrator of Veterans’ Affairs on May 19, 1953. Obviously, | 
the short time available between its receipt and my appearance 
before this committee, it is not humanly possible to make a complete 
analysis of it. I, therefore, can advise you only of the general actions 
that must be taken. 
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1 know that these allowances are approximately $14 million less 
for the medical program than the sum appropriated for the current 
fiscal year, and nearly $17 million less for the same purpose than thy 
sum appropriated for fiscal year 1952. 

The estimates now under consideration clearly indicate that major 
changes must be effected in the type and amount of medical and 
dental care now provided to veterans of this Nation. 

It is most difficult to even contemplate how an increase in work- 
load can be made with a marked reduction of funds in comparing 
fiscal year’s 1952, 1953, and 1954. 

The fiscal year 1953 reductions have required a curtailment of the 
overall medical program in quantity with an evidence of a dilution 
in the quality of services rendered Veterans’ Administration bene- 
ficiaries, and it is difficult to envision how an increasing workload 
during the forthcoming fiscal year can be met with indicated reduc- 
tion in funds without further diminishing both quantity and quality 
of medical care. I would like to insert at the end of my statement 
with the permission of the committee, our own detailed analysis of 
the reduction of the 1953 budget, because it has relation to the 1954 
budget. During 1952, 955,590 veterans applied for hospitalization 
and 45.8 percent of applications or 437,660 veterans were admitted 
to Veterans’ Administration hospitals; 57,663 veterans, or 6 percent 
were admitted to other hospitals; 490,163 veterans were discharged 
from inpatient care during that same year. 

On March 31, 1953, there were 113,514 patients on the Veterans’ 
Administration hospital rolls; 98,949 of these patients were in hos- 
pitals, and 14,565 were patients not occupying beds. 

The veteran population has increased and continues to increase at a 
sizable rate monthly due to the Nation’s international involvements 
and to the rotation policy now in force throughout the Armed Forces 
During the ensuing fiscal year, new hospitals are scheduled to be 
opened and others are scheduled for complete activation. With the 
new hospitals added in 1953 and 1954, and with scientific advances, 
new research laboratories have come into being and of necessity the 
research program has been extended. It must be understood that 
care of patients under any modern concept requires that clinical care, 
research and education of the personnel ministering to patients sup- 
plement each other to the high point where they are inseparable. 
The average age of veterans for wars prior to World War II produces 
chronic and long-duration illnesses which makes it imperative that 
Veterans’ Administration medicine be provided on a broad scope 
which emphasizes the need for these three—clinical medicine, research, 
and education, making them even more inseparable. 

Asa public servant, long in Government service, both as a military 
official and more recently, in a civilian capacity, I have reason not only 
to be deeply interested in but have a familiarity with the necessity for 
the stability of an economic structure of our Government, and I am 
thoroughly imbued with the concept that we .must be economically 
as well as militarily strong to insure the security of this Nation. 

There are many comments too flippantly voiced at times, in relation 
to non-service-connected disabilities, without a knowledge of legal 
entitlement or financial deficiency. It must be realized that the care 
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the service-connected patient will be identical to the care provided 
for the non-service-connected patients. The standard will be one. 

Great improvement has been made in the Veterans’ Administration 

edical program since 1946 and it has been a source of pride to the 
Nation. That program has attracted the foremost professional talent 

the country. Highly beneficial to patient care is the Veterans’ 
\dministration medical program formulated and carried out with 
ongovernmental and governmental medicine integrated. Threats to 
lowering of standards in this program will, | am sure, eliminate the 
terests of nongovernmental associates, whose contributions are 
ndispensable to the program and will result in their severance fror 
ctive participation in the medical program, with a consequent 
eterioration of it. 

Whatever funds are provided the medical and hospital program, it is 

purpose to make every effort to conscientiously live within them 
lf the medical program and funds to support it are evenly balanced, a 
high quality of medical care can be maintained but an imbalance will 
be disastrous to veteran care. 

Truly, the Veterans’ Administration is an agency wherein lies an 
area for controversy because mass emotionalism is a factor, particu- 
larly when a large segment of patients and a large number of home 
firesides are very much in the picture. I subscribe to a statement made 
to me recently by a former high official in Government when he said: 

Life will never be simple in an agency like the Veterans’ Administration. There 
are too many conflicting interests. However, I think that maintenance of the 
high quality of medical care will be the decisive factor in all controversies. 


| wish to support in every possible way the nationally constituted 


leadership in this very difficult hour of our existence, and I wish to 
support in every possible way the national administration’s policies; 
likewise, as Chief Medical Director, to execute faithfully the laws per- 
taining to medical care of veterans. In my official position, to execute 
these laws, I can do so only when the requirements for those policies 
and laws are fully supported by funds. 

As I understand it, estimates in the bill before you will provide the 
Department of Medicine and Surgery with $523,793,000 for inpatient 
care in our hospitals, 

At the present time we have 105,538 employees on duty in our 
existing hospitals. This bill will permit the employment of 2,478 
additional persons. 

If I am giver the amount of money carried in this bill with which 
to operate veterans’ hospitals, [ shall do everything within my power 
to provide the best medical care and treatment for patients. But 
whether the funds provided will permit me to care for the average 
daily patient load of 102,370 which is estimated in the report before 
you, will have to be determined by future studies and my considered 
professional judgment. 

I earnestly desire this committee to understand that after careful 
consideration it is my professional judgment that the funds in the bill 
before you will not make it possible to staff the new hospitals now 
scheduled to be activated during fiscal year 1954. 

(The analysis of the reduction of the 1953 budget, referred to earlier, 
follows: ) 
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Errects or RepucTION IN FuNnps For Mepicat Programs DuRING Fisca 
YEAR 1953 


A review of the effects of the reduction in funds for the fiscal year 1953 indicat 
that 

1) Curtailment of clinical activities and the inability to process rapidly a 
the necessary diagnostic and therapeutic procedures is forcing an extension 
patient stay and a decreased turnover rate of patients which, when combin« 
with the reduced number of beds, will result in a material decrease in the-numbe: 
of admissions. 

(a) This curtailment is due to the loss of 2,250 hospital personnel and 
closing of 2,280 beds. 

2) Veteran patients have been deprived of many benefits, in the way of 
proved medical treatment and hospital care, that are possible through the c 
duct of an adequate progressive postgraduate and inservice training program { 
\ \ employees 

a) An orde rly development of an adequate postgraduate and inservice trai 
ng program for VA employees has not been possible due to limitation of employees 
ware funds for Sauda purposes. 

(3) Reduction in number of beds is not only increasing the actual waiting lis 
but will probablv increase the potential waiting list by the number of those w! 
would have applied for hospitalization were facilities available. 

1) Reduction in the number of admissions combined with the increased lengt 
of stay and per diem cost is resulting in a marked increase in the cost per patie: 
treated 

(a) The average salary has been increased because reductions were made 
the lower brackets of each classified grade due to (1) retreat provisions of civ] 
service regulations and (2) the retention of physicians, dentists, nurses, a1 
dietitians. 

b) The reduction of admissions has forced some hospitals to refuse all but 
more seriously ill cases leading to 

(1) The situation where we have now a greater proportion of seriously 
patients at a time when we have fewer personnel to care for them and lk 
service to offer them 


(2) The circumstences where, even though the patientload is less, ther 
has been no corresponding reduction in nursing-care requirements, } 


burden per patient is greater 

5)The most immediate and striking effect of the reduction in force has the: 
the alarmingly lowered standards of nursing care. 

a) Nurses and aides are often so mesegerly distributed among the nursing units 
that there is marked deterior®tion in bedside care to patients and great danger 
of incompetent patient harming personnel, other patients, or themselves. 

(b) With the high rate of turnover in nursing personnel, particularly the a 
group, a reduction in previously prescribe d training programs has seriously affect: 
Mrsng I since it is necessary for untrained personnel to assist in treatment 

Astestaith the greatest. portion of the reduction was made in administrativ: 
personnel, it is impossible to operate an integrated hospital program without 
sufficient numbers of aides, janitors, laundry workers, clerks, electricians, special 
services personnel, ete. 

(d) Auxiliary workers play an important and effective part in patient therap) 
These auxiliary personnel perform necess2ry services which otherwise must be 
performed by the physicians, dentists, nurses, or dietitians at the expense of som: 
of their professional duties. When engineering personnel are reduced, the physica 
plant deteriorates and a corresponding load is thrown onaides whose primary servic: 
should be the care of patients. When special-services personnel is reduced, it 
diverts the time of physicians, social workers, therapists, and nurses to not 
professional duties in the direction and supervision of voluntary services a1 
procedures for resocialization and rehabilitation of patients. When suppl 
personnel are reduced, there is a disruption of the orderly flow of supplies a1 
materiels to the wards. This increases the workload of the nursing service ai 
decre*ses time given to the care of patients. 

6) The loss of dietetic personnel resulted in the curtailment of many dieteti: 
activities, such as service to patients in the nutrition clinics, supervision by dieti 
tians of food service on outlying wards, and the development of employee training 

a) Some ward serving units and patients dining rooms have been closed, 
well as staff and personnel serving units at some stations. 
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»b) The problem of assistance to handicapped domiciliary members has bee 


ade more acute by the shortage of aides to assist these members in the dining 


om. 
7) The reduction in force, together with restrictions on maintenance and repair 
nds for the fiscal year 1953, has created serious maintenance problems 
1) There has been widespread curtailment of janitorial and housekeeping 
rvices 
The maintenance of the physical plant is held to a dangerous minimun 
are fire hazards to patients and personnel that cannot be corrected 
Direct professional and nursing effects of the reduction in foree are show1 
closing of such activities as insulin shock therapy in some NP hospitals 


Dietetic clinies, laboratory service, radiological service rehabilitation sery 


and social service have been eliminated or decreased to the detriment of 
lequate diagnostic and therapeutic services to patients 
In certain instances, some of the operating rooms have been closed 
Followup studies on serviee-connected veterans suffering from 


iberculosis, psychosis, ete., after discharge from hospital—and so ess¢ 


eir rehabilitation—have been markedly curtailed 
\n increased backlog in outpatient medical and dental care is 


And of deep concern in the future of the medical program for ve 
the deterioration of esprit ce corps of pr rsonnel, which is immeas 
Most of our professional and auxiliary personnel have kept dog 


eir task and are putting in excessively long hours to accomplish it, 
trations born of an unstability of funds and the attendant inability 
, progressive program, the old drive for constant inprovememt which was fé 
y everywhere present in the Department of Medicine and Surgery, i 
urd to find Without a higher standard of morale, we cannot long all 
quality of medical care above a level of mediocrit, 
The recruiting potential of the as been seriously affected 
1) There is an increased 1 {a reduction in trained employee 
2) It is becoming more difficult to interest individuals with medica 


ancillary skills in career service with the Veterans’ Administration 


Orrick MEMORANDUM, UNITED STATES GOVERNMENT 


APRIL 20. 1953 
lo: Chief Medical Director. 
From: D. M. and 8. Staffing Committee. 
Subject: Report of effects of reduction in force. 
1. At a meeting held in the Chief Medical Director’s office October 10, 19 
e D. M. and &. Staffing Committee, which reeommended the current ceiling 
existence at VA hospitals and domiciliaries on the basis of fiscal vear 1953 lin 
ons, Was reconstituted to accomplish the following objective ~ 
teview each field station subsequent to the August 5 freeze s 
in force of September 30 to determine consistency of manage 
respect to meeting the reduced ceilings. 
b) Review the effects at each station and consolidate for all stations in a specia 
onetime report. 


hospital 


2. The material available for analysis was a onetime report from each 
ind domiciliary as of November 5, 1952, reports from the Nursing Service as « 
December 1 and subsequent thereto, survey reports, and regularly report 
tatisties as of December 31, 1952. ir purposes of this study, only the immediat 
impact is reflected in this report. The ultimate effects will not be felt for ma 
months, 

3. Lhe attached tabulations show a comparison of the number of opers 
beds, average daily patient load, personnel on duty, per diem cost, and 
ilaries by type of hospital as of June 30, September 30, November 30, 

P 4} 


ber 31, 1952, and indicate that as a result of 


beds, patients, and personnel have been reduced, while average salaries 


e ceiling reductions, t! 
diem costs have increased 

1. The curtailment of clinical activities and the inability to process ray 
f the necessary diagnostic and therapeutic procedures is forcing an extensio! 
patient stay and a decreased turnover rate which, when combined with the reduced 
number of beds, will result in a material decrease in the number of admissions 
rhis will not only increase the actual waiting list, but will probably increase t] 
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potential waiting list by the number of those who would have applied for hos- 
pitalization were facilities available. 

5. The average salary has increased because reductions, were made in the lower 
grades, due to (1) retreat provisions of civil service regulations and (2) the reten- 
tion of physicians, dentists, nurses, and dietitians. The reduction in the number 
of admissions, combined with the increased length of stay and per diem cost, will 
result in a marked increase in the cost per patient treated. 

6. The restriction of admissions has forced some hospitals to refuse all but t! 
more seriously ill cases. This has led to the situation where we now have a greater 
proportion of seriously ill patients at a time when we have fewer personnel 
care for them and less service to offer them. Even though the patient load js 
less, there has not been a corresponding reduction in nursing care requirements 
in fact, the burden per patient is greater. 

7. Probably the most immediate and striking effect of the reduction in fore: 
has been the alarmingly lower standards of nursing care. Nurses and aides ar 
often so meagerly distributed among the nursing units that there is great danger 
of patients harming personnel, other patients, or themselves. In some hospital 
only custodial care can be provided. In some NP hospitals, aides are not avail- 
able to escort patients to the various activities 

8. The nursing service has been reduced substantially in the field of nursin 
education. With the high rate of turnover in nursing personnel, particularly 
the aide group, a reduction in previously prescribed training programs has seri 
ously affected nursing care, since it is necessary for untrained personnel to assist 
in treatment 

9. Although the greatest portion of the reduction was made in administrativ 
and auxiliary personnel, it is impossible to operate an integrated hospital program 
without a sufficient number of aides, janitors, laundry workers, clerks, electriciat 
etc. Any deficiencies in this respect will of necessity be reflected in the overall 
quality of patient care. 

10. Auxiliary workers play an important and effective part in patient therapy 
This is all the more true because of recruiting difficulty in the professional cat 
gories. These auxiliary personnel perform necessary services which otherwis 
must be performed by the physicians, dentists, nurses, or dietitians at the expense 
of some of their professional duties. When engineering personnel are reduced, the 
physical plant deteriorates and a corresponding load is thrown on aides whose 
primary service should be the care of patients. When supply personnel are 
reduced, there is a disruption of the orderly flow of supplies and materials to the 
wards. This increases the workload of the nursing service. 

11. The loss of dietetic personnel resulted in the curtailment of many dieteti 
activities, such as service to patients in the nutrition clinies, supervision by 
dietitians of food service on outlying wards, and the development of employee 
training. Some ward-serving units and patient dining rooms have been closed, 
as well as staff and personnel serving units at some stations. The problem of 
assistance to handicapped domiciliary members has been made more acute by the 
shortage of nursing aides to assist these members in the dining room. In other 
cases, the reduction in force retention procedure has resulted in the replacement of 
trained personnel by a smaller number of untrained employees. 

12. The reduction in force, together with the restriction on maintenance and 
repair funds for fiscal year 1953, has created serious maintenance problems 
There has been a widespread curtailment of janitorial and housekeeping services 
The maintenance of the physical plant is held to a dangerous minimum. Many 
maintenance problems are being postponed and will lead to additional expense 
in the future. This is, or course, shortsighted. 

13. Direct professional and nursing effects of the reduction in force are shown 
in the closing of such activities as insulin shock therapy in some NP hospitals 
and in the elimination or decreasing use of other dianostic and therapeutic 
services, such as dietetic clinics, laboratory service, radiological service, physical 
medicine rehabilitation service, and social service. In certain instances, some 
of the operating rooms have been closed. It is not possible to reduce care for 
those patients requiring much more than average care, such as paraplegic patients, 
polio patients, and patients with chronic neurological and other disabling condi- 
tions. The nursing and other professional care required for these patients can 
be supplied only at the expense of other medical and surgical cases. 

14. The deterioration of esprit de corps is immeasurable. Most of our pro- 
fessional people have kept doggedly at their task, but the old drive for constant 
improvement which was everywhere present in the D. M. and 8. is now hard to 
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1 anywhere. Without a higher standard of morale, we cannot long maintain 
iality of medical care above the level of mediocrity 
5. The recruiting potential of the VA has been seriously affected Increased 
yver and reduction in trained employees cannot help but reflect adversely 
he VA medical program. , 
CONCLUSIONS 


Che staffing committee has found that in general the hospital managers 
imposed the necessary reduction in force with a minimum of dist iption 
the difficult circumstances 
The closing of beds, even by nursing units, does not recover the number of 
ons one would expect, as there is a point where the overhead is irreducible. 
smaller hospitals are unable to effect any considerable saving by eliminating 
as the demand for services makes it impossible for them to eliminate more 
few beds. These smaller hospitals have, therefore, : ‘bed the cuts by 
iiling services more generally 
There is no future margin for curtailment in the overhead activities of the 
jitals; any further reductions must be made directly in medical care services 
his point any cut, ee in nursing services, must be reflected by closing 
lis proportionate ‘ly large number of beds Any further curtailment should be 
losing entire hospits als 
), With the closing of beds and reduction in patient load, there was an increast 
the personnel to patie nt ratio. However, the patie nts remaining are those 
need more personnel to care for them Many VA hospitals had a very small, 
cushion to absorb such "drastic reductions and were struggling to maintain 
nal personnel to bed ratios. The reduction in force destroyed this scant 
rin and foreed the quality of care in these hospitals below medically accepted 


ra 
ras. 


[t is extremely important to realize that the changing types of therapeutic 
ires require more personnel, in both the professional and auxiliary categories 
nauguration of chemotherapeutic measures end new surgical techniques in 

reatment of tuleroulbula 3, as well as the total push program in neuropsychiatry, 
cases In point. 


Most hospitals are unable to fill = positions for which ceiling is authorized 
» of th equirement that terminal leave, overtime and other increased 
costs be absorbed within the Suede allotted to cover the ceiling This 
‘s to reduce employment even below the levels contemplated in the allocation 
. September 30, 1952, revised ceilings. 


RECOMMENDATIONS 


‘hat future reductions in personnel be accomplished by closing hospitals 
er than by the piecemeal closing of beds. 

That funds be allotted separately for salaries and for terminal leave 
vertime, in order not to penalize stations with high personnel turnover rates : 

permit maintenance of the limited average employment levels. 

That annual financial plans received from the filed be reviewed by 
Department of Medicine and Surgery in order to insure sound planning at 
tation level and more effective implementation through sound funding processes 

J. M. Farris, 
Program Analysis Staff, Chairman 
J. O. Mona, M. D., 
Dental Service. 
Miss C. Hauae, 
Nursing Service 
J. H. Smitru, M. D., 
Professional Service 
J. C. NUNEMAKER, M. D., 
Research and Education Service. 
J. E. WiLtLovGney, 
Hospital Operations Service 


NUMBER OF BEDS OPERATED IN 1953 


Mr. Puiuuirs. Thank you, Admiral Boone. 
How many beds did you estimate you would be able to take care of 
in fiscal year 1953 on the money supplied by the Congress a year ago? 
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Admiral Boonr. May I ask for that figure, please, Mr. Chairman? 

Mr. Farris. 100,290 patients, 109,841 operating beds. 

Mr. Puiiurps. 100,290? 

Mr. Farris. Yes, sit 

Mr. Puitiuirs. How many employees did vou feel vou would need 
for that many patients? 

Mr. Farris. 107,389. 

Mr. Puinurps. Why has the number of employees, Dr. Boon 
risen so steadily in the hospitals, even though the patient load has 
not risen? 

In 1949 the number of employees per 100 NP patients was 65; pe: 
100 patients in 1949 in TB hospitals it was 118.7 and in G. M. and S$ 
hospitals it was 132's, which makes an average of 97.4. 

I have no desire to ‘deal in averages, but coming back to 1952, which 
as the committee has already pointed out was a year of liberal appro- 
priations, it had risen to 68.2 in NP hospitals; to 127.6 in TB hospitals 
and to 148.8 in G. M. and 8. hospitals, and in 1953, on an average of 
last July to include February of this vear, it had risen in NP hospitals 
to 69.2; to 125 in TB hospitals and to 149.7 in G. M. and 8. hospitals 
In other words, in 5 years, including the current year, the average em- 
ployment has risen from 97.4 to 108, flat. 

We all concur with this statement which vou have made that we 
want the veterans to have the best possible care, but we find it a little 
difficult to explain the expenditure of money by your Department in 
the last vear. 

I would like to know, and I think the committee would like to have 
your explanation of why this particular figure has risen so rapidly 
particularly in the last 2 years. 

Admiral Boonr. Your quoted ratios refer io personnel to patient 
whereas we estimate for personnel to operating beds. Also, new 
hospitals require a higher staff ratio than older hospitals. They ar 
entirely different types of physical plants. Another reason is that thi 
modern concept of medical care requires more personnel than it di 
in the previous periods. 

Mr. Puruiies. Do you mean that 1949 was a prehistoric year? 

Admira: Boonr. No, sir; but great progress has been made sinc 
1949 in medical care. 

Mr. Patiires. How much progress has been made since 1951? 

Admiral Boone. I think very definite progress in the care of man) 
types of general medical and surgical cases, TB patients and in th 
care of NP patients has been made. We have a very extensive re- 
habilitation program for the NP in all categories. 

The present professionally accepted treatment of certain types 0 
cardiac disease, vascular disease, chest disease, and injuries to the 
brain and spinal cord by major surgical measures has necessitated a 
increase in personnel, in order to provide the care that these patients 
require particularly in the postoperative stage. 

Similarly, the use of new antibiotics and new drugs, such as the us 
of isonicotinic acid hydrazide in the treatment of tuberculosis and 
radioisotopes for the diagnosis and treatment of certain conditions 
has created a need for increased personnel, in that these patients 
require careful observation in order to prevent any untoward side 
effect. Concomitant with these advances in surgical procedures and 
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new drugs, additional new tests for diagnosis and follow-up have been 
developed. 

Mr. Puitiutprs. The rise has not been in TB hospitals; it has been 
1 G. M. and S. hospitals. 

Admiral Booneg. All categories of patients receive nowadays, or 
equire nowadays, to meet the modern concept more people to do the 
vork than they did under the previous concept and 1951 would be no 
xception for that comparison. 

Mr. Parties. That is an opinion which you hold which is not held 
by other physici ians or by the Bureau of the Budget or by the Congress 

others. This is your opinion against others, am | right? 

{dmiral Boonr. This is my professional opinion; yes, sir. 

Mr. Patties. Against that of other people. 

Now we come to the actual employment. At the time you testified 

fore this committee von expected about 107,000. 

Admiral Boone. May I say this, Mr. Chairman, and I think this 
is very proper to say, that these ratios were worked out, and this is 
not to pass the bue ‘k, before I came into office, but I have accepted 
hem and lived with them and we have had to cut down. 

Mr. Puriuipes. There is a little question in the mind of the com- 
mittee as to how carefully you lived within them. 

For example, at the time you came up last year, there was an actual 
mployment figure in your Department, according to my record, of 
107,117, and it was on that basis that the committee apparently 
and I have not gone back to the record of the hearings—gave you 
money for the subsequent fiscal year. You ran about the same 
amount in April, 106,875, and in May you dropped to 106,631, and 
n June you went back to 107,430, which was larger than the average 
vou justified. Then, you rose in July to 108,234, and at that time, if 
| may call your attention to it, you got a letter from your budget 
officer, under date of May 28, pointing out that you were exceeding 
the amount of the appropriation and that you had an increase of 
about 2,000 average employment and were exhausting your budget. 
As Mr. Cotton has so ably pointed out in the supplementary hearings, 
you dropped, in the 2 months just before the election, to 104,064 and 
104,101 and then you began to rise again, until you are up now to 
approximately the number you would have had if you had used the 
money on an average throughout the year. We have your own 
testimony that you are not satisfied to have anything but the best 
service for the veterans, so if we take your own figure ‘s, and if you had 
maintained an average employment during the year, you would have 
had enough money for the entire year. Am I right. 

Admiral Boone. May I ask Commander Bigelow to make an ex- 
planation of this? 

Mr. Tuomas. Are you talking about a rise in a period of 6 months? 

Mr. Puiuures. | am talking about putting on 2,000 more people 
than were justified before us, and then being required, in order to con- 

serve the appropriation, to drop back several thousand, and as a re- 
sult, permitting the word to go out that there had been a lack of money 
for the activation of these beds or for the ability to retain the beds. 
It seems to me, Doctor, that the shoe is very much on the other foot. 

[ would like you to speak to % before someone else speaks to the 
difference between 1949 and 195: 
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Mr. BiceLtow. There is more than one problem involved there 
First was the level of our staff in 1951 and the 2,000 people that, as 
you stated, which we had over and above what the budget wou! 
carry, were 2,000 personnel for the staffs of the new hospitals whic! 
were coming into being during that year and the ensuing year. 

Mr. Puriires. You mean that irrespective of the amount you justi- 
fied before this committee, and that you had requested for the staffing 
of the hospitals, you felt justified in exceeding that amount becay 
you felt new beds were coming into existence that you had not anti: 
pated? 

Mr. Biantow. No, sir; I do not mean that at all. 

Mr. Puruuirs. Maybe it is not clear to me. Your own budget 
office apparently felt you were running beyond the amount of money 
which had been given you for that purpose. 

Mr. Brcetow. There is some difference there because of the diff 
ence in the average annual rate of salaries. That was one big fact: 
in that matter, which amounted to almost 2,000 people during that 
period of time. The average annual increase in salary caused, o1 
would have caused, a reduction in personnel for that amount. 

Mr. Puixuips. It is a fact, however, if you had maintained a fairly 
average rate of employment during the 12 months of 1953, including 
those still to come, based on the last 2 months of fiscal year 1952 
you would have not been troubled by the problem of a sudden reduc 
tion in employment. 

Mr. Bicetow. Well, no, sir. We were troubled by that reductio: 
in employment on account of the fact we did not have enough dollars 
to pay the people we had on the payroll. 

Mr. Puriuuips. The reason you did not have enough dollars is 
because you used the dollars above the average justifications in th 
months of the year. 

I am curious to know how you expected to recoup the money you 
spent in the first few months ‘of this fiscal year. My interest is not 
just to have a post mortem on the mistakes you may have made last 
year, or whether or not they were mistakes, but to have some assurance 
for the committee that the money we give you for next year will be 
spent in accordance with the justification you are making before us 
and the necessity of maintaining services to the veterans. 

[ confess to a little lack of assurance, on the record of the Veterans’ 
Administration this past year. 

Mr. BiceLtow. We did not receive this money until we were well 
into the fiscal year when we had these people on duty at that time and 
when we received the money, of course, it was necessary to take steps 
to take care of the matter. 

Mr. Puiuures. I think we did have an extension, of time last yea 
before you received your money, but in the meantime you had gon 
ahead and spent money without assurance of what Congress was going 
to give you, to the extent of several thousand employees, over thi 
average that you might have maintained for the yea 

In other words, when this bill comes out, we must have a little mor 
assurance for next vear that you will attempt to maintain the average 
that will permit you to carry it through the full year. 

Mr. BiceLtow. We are within the limit of the number of personne! 
that we can support for 1953. Personnel levels for 1954 will be con- 
tingent upon appropriated funds. 
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Mr. Tuomas. I believe the w = testified he did not increase the 
number of people on the payroll, but they absorbed the difference in 
making up the increase in salaries. 

Mr. Puiiurpes. Will you repeat that? You mean that you did 
nerease salaries last year? 

Mr. Biartow. They were automatic increases, sir. This average 

lary increase was covered in Mr. Stirling’s statement this morning. 

Mr. Puitiures. How much of that money was absorbed by that 
nerease in salary? 

Mr. BickLow. The estimate that we have is in the neighborhood of 
1,800 to 2,000 people. 

Mr. Puiiurpes. That seems excessive to me. I think it should be 
checked. 

Will you repeat again how many patients you expect to take care of 

1G. M. and S. hospitals for fiscal year 1954 under the money that has 
been authorized by the revised budget? 

Admiral Boones. Just G. M. and S. hospitals, it would be 44,520 
under the revised budget as specified. 

Mr. Yarres. That is 44,520 patients for fiscal 1954? 

Mr. Brertow. Yes, sir; daily average. 

Mr. Yares. In G. M. and 8S. hospitals? 

Mr. Bigetow. Yes, sir. 

Mr. Puruuirs. It is Dr. Boone’s contention that that will not take 
care of all the load for which you have actual entitlement. That does 
not include all the non-service-connected veterans who can pay for 
their own care or those for whom we would have to go out and lease 
contract beds. 

I have a figure of 44,300, which is slightly less than yours. You 
expect to take care of 44,520 in the same amount of money that I 
figure you would have 44,300. We are fairly close together. 

Dr. Boone, how many patients did you expect to take care of? Is 
there any difference between your figure and this figure in G, M. and 
S. hospitals? 

Mr. Biaetow. Yes, sir; 97,738 average daily patient load, under 
the revised budget is our figure of the number we can take care of in 
VA hospitals during 1954. 

Mr. Puiuuips. And if all these beds were activated in hospitals? 
This becomes a difficult question, as you well understand, because you 
have hospitals which have more beds than you can possibly find 
patients for. You know that yourself. 

Admiral Boonr. That is partly due to location and the veterans’ 
population patient load is not there. 

Mr. Parurpes. That is correct. I presume you have gone into 
that rather thoroughly. 

Admiral Boone. Yes, sir. 


NUMBER OF BEDS TO BE OPERATED IN 1954 


Mr. Puriuips. In the number of hospitals where there is a normal 
ree load, how many beds did you anticipate would be available in 
1954 that could be activated? This takes into consideration the loca 
tion of the hospitals and your ability to get doctors and nurses and 
employees. Do you anticipate you can take care of more than 97,738? 

Mr. Biantow. The number of operating beds is 114,315 
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Mr. Puriires. But that includes hospitals like Minot, N. Dak.: 
Grand Island, Nebr.; Marlin, Tex.; Beckley, W. Va.; Popular Bluff 
lowa; Iron Mountain, Mich.; and the one at Fargo, N. Dak., where 
there are beds not available because of your inability to get surgeons 
Also at Manchester, N. H., you have never opened a ward because it 
was impossible to get a psychi itrist to come on re because of the few 
psychiatric patients that are in that small are: 

Taking all those things into consideration ae vou still say you could 
put patients in 114,315 beds? 

Mr. BicrLow. Yes, sir, we say we can put 102,370 patients in these 
114,315 beds 

Mr. Puruuips. In other words, that is vour limit, 102,370? 

Mr. BicrLow. That is 90 percent occupancy, which is considered 
to be high. 

Mr. Puriirps. You are saying you will be able to get doctors 
nurses, dentists, and everyone else needed, and vou are going to by 
able to fill these hospitals I have listed? You will be able to get all 
the psychiatrists vou need? 

Mr. Brertow. Not in those that vou listed. Those hospitals hav: 
now been stripped down to the hard core. If we get money to restor: 
all the beds unavailable as a result of the recent reduction in force 
we can handle this number. _ It is only selected hospitals of that group 
where the patient potential is there and the staff is available. 

Mr. Puitures. What I am trying to find out is vour figure so ther 
will be no misunderstanding in the next fiscal veat 

Mr. Brertow. 114,315 average operating beds. 

Mr. Paiuurps. After all these reductions which I have indicated? 

Mr. Brertow. Yes, sir; 114,315 operating beds and 102,370 aver- 
age daily patients, if we get the eo, 

Mr. Puruurpes. If you have 114,315 beds, which I pointed out to 
vpu, and I think you will agree with me that you probably will not be 
able to reactivate and occupy that number of beds. You will have 
to get some doctors and other staff members. Am I right about the 
Fargo hospital? 

Admiral Boonn. That depends on the number of cases and whether 
or not we can get psychiatrists, which is the shortest medical com- 
modity in this country. 

Mr. Puiuurpes. I understand that perfectly and I doubt if any 
member of this subcommittee is any more interested than I am in 
this particular subject. 

What about Manchester, N. H.? 

Admiral Boone. Yes, sir; and Wilmington, Del., is another one. 

Mr. Paruurps. In order to reach the figure of 102,370 patients you 
will have to get those psychiatrists and those surgeons, ete., which 
vou cannot get now; is that right? 

Admiral Boone. Yes, sir, you have to have the staff. 


ABILITY TO RECRUIT THE REQUIRED STAFF 


Mr. Puiturps. Do you see the impossibility of reaching a patient- 
load figure of 102,370, no matter how much money this committee 
gives you? If we use that as the figure, that is 90 percent of the 
possible beds, which is an estimated basis of occupancy. 

Mr. Yares. Did they agree with that statement of yours? 
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Puituips. Yes, they did. 

Mr. Yates. That it would be impossible to staff for 102,370 
patients? I would like to have the witness reply to that question 

Mr. Puttuies. Did you understand the question, Dr. Boone? 

Mr. Yarns. It is possible they did not say they did not agree with 
vou. 

Mr. PHILI IPS. The question is this: Can vou say Lo this committee, 
and I want to make this so it satisfies Mr. Yates, that you can occupy 

th patients 102,370 beds in fiscal 1954, which means you will have 

» get psychiatrists, surgeons, and other services, shall I say, beyond 

r present ability to do it? 

\dmiral Boone. Of course, | must say it is predicated on the 
acquisition of staffs. 

Mr. Puiuuirs. That is correct 

Then, will you also say that vou do not expect to be able to get that 

any psychiatrists and that many surgeons and that many doctors 
ind nurses to put patients in these beds during the fiscal year 1954? 

Admiral Boone. I do not believe I could say that because | do not 

iow What the manpower situation would be throughout the vear 
\s of today, we cannot get them. What the situation will be this 
summer, or this fall, I do not know. It depends upon the interna- 
tional situation. If our military situation changed very materially 
and more people were to come back who have served in this category 
n the military, we might be able to secure sufficient personnel 

Mr. Puriures. You are aware that this Congress had to pass a bill 

the other day drafting doctors in order to get enoug! een the Armed 
Forces and you are also aware of the almost comp let ‘ lack of psy- 
hiatrists for hospitals of this kind. Not only is there a lack of pro- 
luction of psychiatrists, but when the schools do produce them, you 
know better than I do that they prefer to go into private practice and 
make more money. 

Admiral Boone. Yes, that is true. 

Mr. Pxiuuips. I am not trying to cut down your figure; I am merely 
trving to point out that it would be practically impossible to reach a 
patient-load figure of 102,370. 

Are you satisfied, Mr. Yates? 

Mr. Yarrs. No, I am not, Mr. Chairman, because they say they 
may be able to staff them. I would like to know whether today there 
is sufficient manpower to staff 114,315 beds. 

Mr. BiarLtow. Not on our rolls. 

Mr. Yates. Then, today you could not staff that number of beds 
even though you are presenting that number of beds to the committee? 

Mr. Bicetow. It is our considered judgment that during fiscal 
vear 1954 we can get sufficient psychiatrists, doctors, and all other 
personnel, with sufficient funds, to staff and maintain 114,315 average 
operating beds and care for an average patient load of 102,370. 

Mr. Yates. Could you do that today? 

Mr. BiaeLtow. Based on the February study, I would say we can; 
ves, sir. 

Mr. Yates. That you can do it today? 

Mr. Breetow. Yes, sir. 

Mr. Yates. Have you done it today? 

Mr. Biertow. No, sir. 
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Mr. Yarrs. And the reason you have not done it is because you 
have not had enough funds? 

Mr. Bice.tow. That is correct and we also do not have all of these 
beds. 

Mr. Puitures. The testimony of Dr. Boone can be read back, but 
Dr. Boone has said they cannot. I do not want to get into an argu- 
ment between Dr. Boone and Mr. Bigelow. 

Mr. Yarrs. That was the reason I asked the question. I think 
they should be in agreement on these things. 

Mr. Puiuurps. That is right, but it is very clear to anyone who 
understands the hospital situation that at this moment they could not 
doit. I used Fargo as an example, not because Mr. Krueger is on the 
committee, but because those beds are not activated because there was 
the loss of a surgeon. It was not because of a lack of money; it was 
because of a lack of surgical staff to take care of the patients. 

Mr. Yates. They are shaking their heads over here, Mr. Chairman 
They are inclined not to agree with you, and I would like to find out 
whether they agree with you. In other words, I think we should start 
on a basis of agreement. : 

Mr. Puituies. Am I correct that that was the reason, Dr. Boone, 
for not activating those beds? 

Admiral Boonr. I thought I was answering your question, Mr 
Chairman, as to the psychiatrists, in places like Minot or Fargo or 
Wilmington, Del. 

Mr. Puiturps. You are answering the question as to psychiatrists 
from the whole field and that you would not be able to staff 114,315 
beds, or that part of those beds which have to do with NP cases, as 
of this moment, because you do not have the necessary number of 
psychiatrists? 

Admiral Boone. There are two factors: There is a shortage of 
psychiatrists and then we have the ceiling which bas been established 
due to shortage of funds. 

Mr. Puiturs. We are not talking about shortage of funds. We 
are talking about your ability to get the number of psychiatrists? 

Admiral Boone. In those places we cannot get psychiatrists. 

Mr. Puiturps. Could you get them in Fresno, Calif., or Manchester, 
N. H.? 

Admiral Boone. I cannot today, but I might be able tomorrow, 
because we have a larger area to draw from up at Manchester with 
the schools which are near there. The situation is far different from 
Minot. 

Mr. Pariurps. One of the difficulties is the few patients of that 
particular classification, neuropsychiatric patients, because of that 
small institution and the small ward there, but in spite of that you 
feet optimistic about being able to get a psychiatrist to serve that 
area and open the beds which as of now have never been opened. 
Those beds were not closed. They were never open. 

Admiral Boonr. That was because we could not get a psychiatrist; 
that is right 

Mr. Puiturps. And vet you are testifying before this subcommittee 
that if you had enough money, which this subeommittee thinks has 
not entered into it at all, that you could get a psychiatrist and open 
up that ward? 

Admiral Boonr. [ would open it up if I could get the psychiatrist 
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\fr. Corron. What school are you talking about at Manchester? 

\dmiral Boone. It is fed in from Dartmouth. 

\fr. Corron. That is White River Junction Hospital, is it not? 

\dmiral Boone. Both. We can draw for both from that area. 

fanchester is not affiliated with Dartmouth, but White River June- 

m is affiliated with Dartmouth. 

\ir. Yates. Has the doctor agreed we could not get a psychiatrist, 

matter what the fund situation is? 

\fr. Potiures. The doctor seems to be so optimistic he thinks no 

itter what the money situation was he could get a surgeon im- 

iediately for Fargo and all the psychiatrists he needs for all hospitals, 

xcept the six I listed and on which I think we are in agreement, 
it would be very difficult to staff these under any circumstances. 

\dmiral Boonr. I could not subscribe to the statement that we 

ild get them for all hospitals; no, sir. 

\ir. Yares. You are in disagreement with Mr. Bigelow? 

\ir. Pariiips. How are we going to resolve a question when Dr. 
Boone says he is not in agreement; that he can get all the doctors he 

eds for these and Mr. Bigelow says you cannot. 

Mr. Yates. Could not you gentlemen get together on what your 
statement should be? 

Mr. Brantow. There is still no disagreement with the statement 

Boone was talking about those isolated hospitals. 
Mr. Paruips. We eliminated these six by agreement. Dr. Boone 
ys that it would be difficult to staff 114,315 beds, for which you, 
Bigelow, gave us a figure of 102,370 patients for next year in those 

Mr. Branntow. Yes, sir; that is the estimate. 

Mr. Puiturs. And the question was, as of today, if the money 

oblem did not enter into it, would you be able to say to this sub- 

ommittee you could supply all the psychiatrists and all the surgeons 
ind all the nurses and all the employees and everything—especially 
medical and nursing staff and the psychiatric service—that would 
ake it possible for you to take care of 102,370. Dr. Boone has said 
No” and you have said “‘ Yes.” 

Mr. Brartow. It was the staff committee study that made that 

eduction that we could and that includes the 10 new hospitals that 

ill come into being in 1954. 

Mr. Patties. | wish to be sure on that last statement Mr. Bigelow 
made. This 102,370 includes all the beds that will be available in the 
new hospitals during this year? 

Mr. Braetow. Yes, sir. 

Mr. Yares. Dr. Boone, do you agree with your staff on their state- 

ent that as of today, given sufficient funds, they would be able to 

btain a sufficient staff of doctors, nurses, psychiatrists, and special- 
ts—in other words the necessary number of technicians and special- 
to staff 102,370 beds? 

\dmiral Boonr. No, I say this: I do not know whether we could. 
It is a question of recruitment; they are not all available now 

Mr. Yarrs. You are not in agreement with the commander, then? 
Do you agree with Dr. Boone’s statement? 

Mr. Brartow. Sure I do; yes, sir. 

Mr. ANpreEws. What is the statement? That vou can or cannot 

aff these hospitals? 
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Mr. Breaxutow. The plan for 1954 entails the operation of 114,3 
beds and a study, hospital by hospital, of beds now in use and 
pected to come into use this vear, developed the fact that we wi 
quite sure that we could staff and maintain the daily average pati: 
load of 102,370 

Mr. Jonas. When? Now or later? 

Mr. Bigstow. During 1954. 

Mr. Jonas. How many can you now? Jr. Boone says as of toda 
you cannot 

Mr. Bigntow. No, si. 

Mr. Puriities. May we make it clear. This is no trick questio 
We are not asking you if as of today vou could open them tomorroy 
We are asking you if in your opinion that number of people needed | 
open those | eds is availab le so you could have them open today 
you could a them open 1D 1954. 

Dr. Boone has said it is very doubtful; Mr. Bigelow says he is su 
we could. It is a little difficult for the committee. 

Admiral Boone. They are not available today. 

Mr. Patties. Now, Mr. Yates, are you satisfied? 

Mr. Yarns. I think so, Mr. Chairman. I still am of the opinior 
that there is a difference of opinion between Dr. Boone and _ his 
assistant 


ESTIMATE OF FUNDS REQUIRED TO STAFF BEDS IN 1954 


Mr. Puintuipes. Now, as I said before, I am not attempting to chis 
down a patient-load figure of 102,370, because that is very near ou 
own figure as to what you will use in 1954. It is only a difference 
370 patients. 

What figure are you giving me, Mr. Bigelow, for the 102,370 
patients? How much money do you say you are going to need in the 
hospital cost? I am not including these extraneous items which com: 
in the Bureau of the Budget figure. How much did vou figure vou 
had to have? 

Mr. Brcetow. Well, the revised sum for hospital care is $523 ,973 ,000 
That will support a staffing of 108,016, according to the latest available 
annual average rate of salary. To staff for 102,370 daily average 
patient load we will requre $589,168,000. 

Mr. Puiuures. I interrupted Admiral Boone in order to get this 
I am coming back to this question. But I think Mr. Bigelow wanted 
to make some sort of statement regarding the increase—let us say 
steady increase—between 1949 and 1953 in all hospitals but par- 
ticularly in G. M. and S. hospitals. 

The figure of $589,168,000 which you gave is larger than the figui 
in the original budget, and the figure in the revised budget is 
$523,973,000, and that covers an employment figure of 108,016, and 
a possib le number of patients of 102,370. 

Mr. Bicrtow. Yes, sir. 

Mr. Puruuies. Now, the difference, if any,- between you and the 
Bureau of the Budget is on the number. Actually, Mr. Bigelow,{! 
do not think your figures correspond. 

Mr. Bice.ow. I included the domiciliary in that. It would be 
$568,500,315 for hospitals. 
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\[r. Patties. So the comparable figure should be $556,790,000; is 

at right? 

\ir. Biaztow. Should be $568,500,315 for our requirements 

Mr. Puruiies. Let us start all over again. For 102,370, patients 

d 108,016 employees, the original request was $585,527,000, which 

cludes contract beds, and the revised request is $556,790,100. Is 
hat correct? 

Mr. Biagztow. That is what is in the printed budget for inpatient 
are in VA hospitals and contract hospitals. 

Mr. Puiturps. Now, what did you deduct from the $556 million 
to get an item of $523 million? Did you deduct domiciliary care? 

Mr. Bigetow. Domiciliary care is not included in the $523,973 ,000 
That is the revised budget allowance. 

Mr. Purtturps. But where did you get the figure of $523,973,000? 

Mr. Farris. That figure is exclusive of the contract hospitals and 
is obtained from the revised budget estimates. 

Mr. Puitures. Does the $585 million include contract hospital beds? 

Mr. Bragetow. Yes, sir; it does. That is for all hospital care 

Mr. Puiuures. Let us find out just exactly what is in the $556 million 
and the $585 million. 

Mr. Baker. With your indulgence, I will try to relate the dollar 
figures to the employment amount for the 102,370 average daily 
patient load. According to the Bureau of the Budget figures that we 

ceived last week, we would require in our own hospitals for that 
number of patients $523,973,000. That is the amount of dollars that 
the Bureau of the Budget has recommended to take care of the 102,370 
average daily patient load. 


Mr. Yates. That is inpatients only? 


ORIGINAL BUDGET ESTIMATE FOR HOSPITAL CARE 


Mr. Baker. That is inpatients in VA hospitals only. That ex- 
cludes contract hospitals, domiciliary care, and all others. 

Mr. Puiturrs. Mr. Baker, you just testified that in this revised 
budget the figure for the 102,370, which is your figure for the caseload, 
would be $523,973,000. Now will you give me the comparable figure 
in what we call the Truman budget—that is, the original budget—for 
exactly that same thing, for the number you expected at that time? 

Mr. Baker. At that time the patient load was expected to be 
104,880, and the dollars allowed for the higher patient load of 104,880 
was $549,079, 300 

Mr. Putiuies. That figure includes all care of patients in the actual 
beds? 

Mr. Baker. That is right, sir. 

Mr. Puiuires. Have vou taken off the necessary deductions for any 
delays in the opening of these new hospitals which are presently under 
construction? 

Mr. Baker. That has been given effect, Mr. Chairman, in this 
reduced figure $523,973,000. That accounts for part of the difference, 

Mr. Puituies. That should account, probably, for $2,520,000, 
roughly. 

Mr. Baker. That is correct. 

Mr. Puituipes. Therefore, a reduction of $2,520,000 from the $549 
million figure you agree to? 

Mr. Baker. That is correct, sir. 
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Mr. Purttures. That also includes all costs of food? 

Mr. Baker. That is correct. 

Mr. Puixurpes. And in the discussion between you and the Bureay 
of the Budget, you agreed that there might be a 5-percent allowance: 
reduction made for the cost of food next year? 

Mr. Baker. And that has been reflected. 

Mr. Puartuurps. That would account for $2,520,000. Now let 
stop there for a minute to say that some of the members of t! 
committee have visited your hospitals and seen the food in co! 
storage, and I do not think any one of us will be in disagreement that 
we want the men in the hospitals fed well, but is it your opinion, D; 
Boone, that it is essential to buy Grade A beef for all uses in th 
hospital, even though many people sitting around this table, on bo 
sides, find that would be too expensive for them, and that they can 
buy a cheaper cut of beef for many uses and save money? 

Admiral Boonz. I would say ‘‘No,” sir; but it is desirable if you c: 
But I would have to get the opinion of the dietitians on that. 

Mr. Puixurrs. But it is the custom to buy only Grade A beef 
I right? 

Admiral Boonr. I would have to find out about that. 

(The following statement was inserted in record:) 

I find that the question of grade of beef alone cannot be used as the sok 
terminant with respect to economies of food preparation. In addition 
grade, such items as costs, wastage, and food preparation must be taken 
account. The lower the grade of beef the more restricted the use to which it « 
be put. Lower-grade beef must be more frequently prepared by the use of mi 
heat, that is, pot roast, stews, hamburgers, ete. Such preparation involved lo: 
cooking time and consequently increased fuel costs. To maintain patient ace 
ance and give variety to a menu it is derirable to procure beef that can be prepa 
by dry heat such as roasts or steaks occasionally for the regular diets, moreover f 
patients requiring modifications of the regular diet as a part of the medical trea 
ment. However, the greatest savings (moneywise) in beef costs can be obtai: 
by purchasing that part of the animal which produces the least waste in trimmi 
Any surplus of fat will increase the cost per pound of meat as there is a limit to 
amount of this type of fat that can be used in menus for the sick; conseque! 
the cost of consumable food may actually be higher. 

Mr. Puiuurpes. It has been testified to privately by members of this 
committee and others that that is an apparent custom, and all I am 
pointing out is that there would be no serious difficulty, therefore, i: 
view of present prices, to take a $2,500,000 cut, which is only 5 percent 
in the food bill for the hospitals, and stiJl maintain the quality. Is 
that right? 

Admiral Boone. I could not comment on the percentage of the cut 
Mr. Chairman. 

Mr. Puiturps. That percentage is established by the Bureau 0! 
Labor Statistics. 

Admiral Boonr. They know more about it than I do. I subserih: 
to their thinking in that regard. 

Mr. Puiuures. Now, does the item of research come in this $52: 
million? 

Mr. Baker. No; that has been excluded. 

Mr. Puiuuips. I think perhaps the principal thing is a reduction in 
the patient load. You yourselves have testified today—Commander 
Bigelow testified, and Dr. Boone apparently has agreed—that tli 
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patient load for next year, taking these exceptions which I listed in 
my prior question, will be 102,370. Therefore, I take it you agree 
with the reduction of 2,510 patients as correct in the patient load. 

Mr. Bicrtow. From 104,880; that is correct. 

Mr. Puruiies. And you accept that? 

Mr. BraeLow. Yes, sir. 

Mr. Patties. How much of a reduction in your figure of the cost 
does a reduction of 2,510 make? 

Mr. BicgeLow. The Bureau of the Budget estimated that. 

Mr. BAKER. $2, 878, 300. 


CONTACT EMPLOYEES IN HOSPITALS 


Mir. Puitures. What other items appear in the difference between 
$523 million and the $549 million? 

Mr. Baker. A reduction of hospital contact employees, $282,000 

Mr. Puruuies. Those are the contact employees in the hospitals 
themselves? 

Mr. Baker. That is correct. 

Mr. Puitiiprs. They are not the contact employees who are spoken 
of on the floor and for whom we provided somewhat reluctantly last 
vear, Shall I say $7,231,329? The Congress disagreed with us a little 
on that point That does not include that item? 

Mr. Baker. It does not. 

[r. Poituips. I wish to make that clear in the record. 

Mr. Baker. That is correct 

Mr. Puruurps. Those are only contact employees for whom the 
average hospital manager feels so little use that he prefers to put them 
in some other occupation in his hospital than contact service. Am | 
right, Commander Bigelow? 

Mr. Braztow. I understand that has happened; yes, sir. 


MAINTENANCE AND REPAIRS IN HOSPITALS 


Mr. Puriiips. Now, what is next, Mr. Baker? 

Mr. Baker. A reduction in maintenance and repair funds of 
$2.500.000. 

Mr. Puriurps. Now, the maintenance, it would seem to me, would be 
related to the number of employees, but the repair would include such 
items as making the single-channel radio stations into multiple-channe! 
radio stations? 

Mr. Baker. I do not think that is in the normal repairs required 
in the usual day-to-day operations. 

Mr. Puruips. Does it, Mr. Dryden? 

Mr. Drypen. It does not. This is the maintenance of the plant 
and equipment—painting and the upkeep of the physical property 
and the replacement of the deteriorated fixed equipment. 

Mr. Puiuuires. If the reduction is $2,500,000, what is that total 
amount you will have left for that purpose? 

Mr. Drypen. $10 million. 

Mr. Puiiures. What was the amount you had for the current fiscal 
year? 

Mr. Dryprn. $10.6 million. 
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Mr. Puituies. In other words, this is only $600,000 less than the 
amount you have for the current year? 

Mr. Drypen. Our estimate in July from the field stations and a 
study of each facility was $15 million as a requirement. 

Mr. Puiuips. I think we will come back to this item of repairs 
and maintenance of the hospitals later on. There is no need to have 
the record constantly interrupted. 

There is a $2.5-million reduction for maintenance and repairs in 
the revised estimates? 

Mr. Baker. That is correct. 

Mr. Paiiures. Is there any other item? 


SPECIAL SERVICES ACTIVITIES IN HOSPITALS 


Mr. Baker. A reduction in special services at general medical 
hospitals of $3.5 million. 

Mr. Puriurps. I think I should say and I think the members of 
my committee will recall that all the organizations—the American 
Legion, the VFW, the Amvets, the DAV—have all testified to th: 
desirability, I think, of that reduction or of an investigation, and 
recommendations have been something like this: “Place special 
services in the Department of Medicine and Surgery instead of in 
a separate unit’? and another “abolish completely and do the work 
at the local level.” 

Admiral Boonr. There is no objection on the part of special 
s*rvices to integration with Department of Medicine and Surgery 
Colonel Mason is now the head of Special Services, 

Mr. Paitures. That is, he does not object to the $3.5 million? 

Admiral Boonr. No. I mean to putting Special Services in the 
Department of Medicine and Surgery. 

Mr. Paiiiies. You are not objecting to being placed in the De- 
partment of Medicine and Surgery, but you would like to have more 
money? I will go into that later. 

I can remember the day when a great deal of that was done by the 
local posts and auxiliaries, the local luncheon clubs and lodges. And 
with all due respect to Colonel Mason, I think it was done better 
and created a better psychological relationship between the patient 
and the community. 

Does that conclude the items? 

Mr. Baker. There is another item, of $11.3 million in the in- 
patient hospital care program that has not been distributed by specific 
object or purpose. 

Mr. Puruuips. Does that make all of the items? 

Mr. Baker. I think that will approximate it very closely. 

Mr. Puiturps. Now we come back to the question of the number 
of patients, 102,370 daily average, and according to you you require 
$523 million with, I take it, only two items in our record as to which 
there might be some dispute. 

Mr. Anprews. Mr. Chairman, they ate not agreeing to that 
statement. 

Mr. Baxer. May I say this is a figure contemplated by the Bureau 
of the Budget that in their opinion would provide for the care of 
102,370. As to whether or not that would provide sufficient care, | 
would have to defer to Dr. Boone. 
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Mr. Puriures. Your figure was $549 million? 

Mr. BreeLtow. $568,500,315. 

Mr. Baker. The $549 million figure was the printed budget figure 

hich, again, had been arrived at by the Bureau of the Budget. 

Mr. Patties. What was your figure for that item in 1952? Let 
is start from there. 

\ir. Baker. At that time it was $502,793,064 actual obligations 
incurred in our own hospitals. 

Mr. Puitires. That was the actual figure for fiscal year 1952? 

Mr. Yares. For how many beds? 

Mr. Baker. 98,024 average daily patient load. 

\ir. Patuuies. Now let us have your actual patient load for fiscal 
vear 1953. 

' Mr. Breetow. This has not been completed. That figure today is 
estimated to be 98,650. 

\ir. Puiuurps. 98,650 is your actual patient load. Now, for 1954, 
n what we call the Truman budget, you asked for how much? 

\[r. BrazLow. It was estimated at 104,880. 

Mr. Paituies. And you have reduced that in the revised budget to 
102,370. Now, the amount requested in the Truman budget was how 
much? Let us see how much you asked the Bureau of the Budget for 
before they sent down the ‘Truman budget, if we are going to have an 
rzcument on that point, which we seem to have. 

Mr. Yates. $568,500,315 was the figure they gave before as the 
amount necessary to take care of the 102,370. 

Mr. Puriures. Let us not get the record any more confused than 
tis. Let us stick to the actual amount requested in the Truman 
budget, which was $549,079,300 and in the revised budget was 
$523,973 ,000. 

Now, certainly your contention is not, Commander Bigelow, that 
iaving had only $502 million 2 years ago and having had only 98,024 
patients that year and 98,650 this year, in order to provide for an 
nerease to 102,370, you have to have $549 million? 

Mr. Bigetow. That is our best figure, based on the March 31 
annual rate of salaries, with the hospitals we are going to open, the 
new construction, and the different types of construction, with the 
programs that have been added and the advances in medical science. 


COST OF FOOD 


Mr. Puiturps. Here you have taken off $2,520,000 as a 5-percent 
reduction in the cost of food, which I think all of the representatives 
of the Veterans’ Administration who have anything to do with it say 
sreasonable. That is a 5-percent reduction indicated in the probable 
cost of food by the BLS. Now, are you denying that? 

Mr. BigzLow. No, sir. But may | quote you the present figures 
on it? 

Mr. Puruuips. I do not know whether they would mean very much. 

Mr. Briartow. The reduction in beef has been going on since 
January. 

Mr. Puruuips. And your budget was made up prior to that. 

Mr. Biertow. Yes, sir. 

Mr. Puiuurps. Therefore, it seems to me you ought to say you can 
accept that without any particular difficulty. 
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Mr. Bicetow. We can accept it; yes, sir; but it will be much less 
than what the present ration is costing. 

Mr. Puiuuips. In spite of the fact that the present scale of rations 
will continue with only a 5-percent reduction brought about by a 
decline in food prices, you say to this committee that you will not be 
able to maintain the present quality of the ration? 

Mr. Bicu.ow. I would rather put it another way. With the cost 
of food, the reduction in the cost of food was largely in beef and _ beef 
products. At the present time TB hospitals cost $1.16 as against an 
allowance of $1.15 for 1954; the neuropsychiatry hospitals cost 98 
cents as against an allowance of 89 cents; the G. M. & S. hospitals are 
costing $1.08 as against an allowance of $1.04, and the domiciliaries 
are running 79 cents as against an allowance of 74 cents. 

Mr. Puiuurrs. I have not the time to check up on your figures 
They are all here in this report on the operation of the Veterans’ Ad- 
ministration hospitals. I am not questioning your statement; I am 
just saying I do not believe you would find, if you would make another 
check today, that there is that difference in the cost of hospitals which 
is justified by the actual cost of food in the areas where the hospitals 
are located. 

Mr. Biantow. That was the March report, sir. 

Mr. Pariires. How much in the $549 million budget was for food? 

Mr. Baker. The amount contained in the original budget estimat 
of $549 million for provisions was $49,143,300. 

Mr. Puituips. And how much in the new budget? 

Mr. Baker. In the new budget there is $43,045,300. 

Mr. Puiturps. A difference of about $6 million? 

Mr. Baker. $6,098,000. 

Mr. Puuuips. Now let me get back. These items you have read 
me total up to about $25,480,000. Is that what you make it? 

The Cierk. That is what I made it. 

Mr. Puiturps. Actually, the reductions you have given me total 
more for some reason. 

Mr. Baker. That is right. 

Mr. Puiuuips. By about $2 million. 

Mr. Baker. I make the total reduction here and put the com- 
putation at $25,100,000. 


ESTIMATED REIMBURSEMENTS 


Mr. Puivuips. And the actual reduction between the revised budget 
and the Truman budget is only about $24 million? 

Mr. Baker. There is some slight adjustment there in the amount 
of increased reimbursement by $385,700 which has the effect of reduc- 
ing the appropriation. 

Mr. Puituies. In addition to that, you still have the possible 
reductions that we discussed this morning, including the possibility 
of checking on the ability of the patient ta pay, or the privilege of 
paying something toward the service, which are matters of legislation. 

Mr. Baker. That is right. 

Mr. Puiuuips. So it is a little difficult for me to understand why 
on that basis and on your own figures of the number of patients and 
the number of employees you do not think you can accept a budget 
figure of $523 million. 





Let us approach it another way. Would you say the care of patients 
in fiscal 1952 and 1953 was the same quality of care that you want them 
to have in 1954? 

Admiral Boone. I want them to have better than they had in 1953, 
because we have had a dilution in quality which is the statement | 
made and the statement I had the record disclose. 

Mr. Puriuies. You want them to have better than in 1953? 

Admiral Boone. Yes, sir; because we had a dilution. 

Mr. Pxaiuurpes. How about 1952? 

Admiral Boonr. I think 1952 was better than 1953. 

Mr. Putturps. If we maintain the quality of service that those men 
received in all hospitals in 1952, you would not reach for 102,370 
patients a total of $549 million. We would be at least $10 million less 

Admiral Boone. The only thing, Mr. Chairman, is that in these 
new hospitals they require more staffing than the older hospitals, and 
there are 11 more coming in this year for which the staffing ratio is a 
higher requirement than the old, at the NP’s particularly. 


ESTIMATED REQUIREMENTS FOR HOSPITAL CARE IN 1954 


\ir. Pnoitiurs. Let us go back to the $549 million figure which 
Commander Bigelow is setting up as their figure, which is $47 million 
more than was budgeted for that same item in the 1952 budget, 
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which I again say was usually looked upon in the VA as a liberal 
budget. I have heard no comments to the contrary up to the dis- 
cussion over the present budget this year 

Commander Bigelow, let us get your opinion as to the necessary 
amount to statf 102,370 beds. 

That item of $2,878,000 represents a reduction by the Bureau of 
the Budget on one estimate of the number of beds which they think 
you can staff; is that right, Mr. Baker? 

Mr. Baker. Yes, sir; from the original allowance of 104,880 down 
to 102,370 average daily patient load. 

Mr. Putuuies. Mr. Baker testified that was not a reduction from 
102,000; but was a reduction from the 104,000 to the 102,370 which 
Commander Bigelow has already said was their number for next vear 

Mr. BicxLow. That is the estimated number; yes, sir. 

Mr. Puiturps. Then there 1s $2,520,000 based on delays in opening 
the new hospitals. 

Mr. Biaetow. Yes, sir. 

Mr. Puruurps. Is that right? 

Mr. Bigetow. Yes, sir. 


DECREASB IN COST OF FOOD 


Mr. Puiiires. Then there is $2,500,000 based on the probable 
decrease in the cost of food. 

Mr. Biaetow. Yes, sir. 

Mr. Puiuuips. Are you willing to accept that? I am not challeng- 
ing; | am just asking. 

Mr. BigeLow. Yes, sir, that is 5 percent based upon an estimated 
reduction in food prices only. 

Mr. Puiturps. You are now down to approximately the $538 
million figure that I had somewhere. 





SPECIAL SERVICES ACTIVITIES IN HOSPITALS 


Now, there is a little matter of $282,000 for the contract service 
What was the $3,500,000 item? 

Mr. Baker. Special services in G. M. & S. Hospitals. 

Mr. Puruiips. Commander Bigelow, on this $3,500,000 figure, 
which, as I say, has been testified to by practically all veterans’ 
organizations as being a logical field for economy, are you accepting 
that as an economy measure? 

Mr. Bicetow. No, sir, we are not accepting it. 

Mr. Puruirps. You want the full amount for special services? 

Mr. BigeLtow. Well, the full amount was our very best estimate of 
the amount required to maintain a balanced program throughout all 
of the hospitals. 

Admiral Boons. May I ask Colonel Mason to say something at 
that point? 

Mr. Puruuies. I thought I would not stop on each of these. | 
thought I would find out which ones we agreed on, and which ones we 
did not, and then we would come down to the individual objects. 


MAINTENANCE AND REPAIRS IN HOSPITALS 


Then you have $2,500,000 on the maintenance and repair of the 
buildings themselves, which leaves you $10 million for maintenance 
and repairs for the hospitals. Some of them are going to need much 
more maintenance and repair probably than they have had in the past, 
but in view of the fact that we are also trying to balance the budget, 
would you say that you could operate on the $10 million, Colonel 
Dryden, or Commander Bigelow? 

Mr. Drypen. Mr. Chairman, the fact is that a number of these 
facilities are very old and getting more expensive to maintein each year. 

As I indicated from our best estimate received from a survey or a 
very extensive questionnaire of the field our requirements as indicated 
by the field were $15 million. 

We went to the Bureau of the Budget as part of the Truman 
budget, and that item was cut to $12,500,000. 

It is my own considered judgment that we need that amount of 
money. 

Of course, as the chairman has indicated, we can simply defer 
maintenance, but it is my recommendation that the amount at least 
of the Truman budget be restored. 

Mr. Patuures. All right, then, I should mark that as not being 
agreed upon by all of you. 


UNDISTRIBUTED REDUCTIONS IN HOSPITAL ITEMS IN REVISED BUDGET 


Now, then, in the $11,300,000 what items are there on which there 
is no disagreement as to the possibility of saving that much money 
during the current year? Does that include the use of consultants to 
a much larger degree than in 1952 and 1953? 

Admiral Boone. It covers the new hospitals, Mr. Chairman, that 
is all, and no increase in the older hospitals. 

Mr. Puiuuies. Then does that not allow a deduction, an agreed- 
upon deduction, of about two-thirds of a million dollars, say, from the 
original $547 million, I mean? 
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Mr. BigeLow. It would cut us short; yes, sir 

Mr. Puitures. You say it does? 

Mr. BiaeLow. Yes, sir. 

Mr. Patties. Does this include any item for the so-called special 
training program, Dr. Boone? 

Admiral Boone. The training and education program’ 

Mr. Puiturps. Yes. 

Admiral Boone. That was reduced $300,000 

Mr. Puitiures. How much? 

Admiral Boonr. $300.000. 

Mr. Baker. That is in another program, Mr. Chairman. 

Mr. Paituips. It is not in this program? 

Mir. Baker. No, sir. 

Mr. Puiturres. Can you break down the figure of $11,300,000 any 
more than that? , 

Mr. Weis. We can break it down by type of hospitals, sir 

Mr. Puiuurps. All right, do that. 

Mr. Wetis. We were given $15 million on a protest that the Ad 
ministrator made to the Bureau of the Budget, and now in this revised 

get they are taking it out. 

Mr. Puituips. That also included a great many increases, such as 
$1 millon for research, and so forth? 

Mr. Weuius. That is right, but the $11,300,000 applies to the in 
patient care of the hospital program. 

Mr. Puiuurpes. That also, I think, involved a reduction in the re 
cional office administrative branch, did it not? 

Mr. Baker. Not in this item. 

Mr. Weis. This is all medical. 

Mr. Parirurps. I think we have reached the conclusion that the 
argument between the VA and Bureau of the Budget, if there is an 
argument, and the Congress, on the recommended budget of the 
Veterans’ Administration is over a figure of somethimg less than $15 
million, is that right, because I gather that you agree upon the other 
tems? Is that right, Commander Bigelow? 

Mr. Biagetow. No, sir; there was a reduction all told of personnel 
amounting to some $17 million in which the Bureau of the Budget 
reduced the budget. If we have to go along with the personnel and 
with the amount of money that we have, we can hospitalize only 
97,338 patients in 109,207 operating beds. 

Mr. Puituipes. But you yourself gave me the figure of 102,370 

Mr. Bicretow. Yes, the budget planned to carry that number, 
102,370, operating 114,000 beds. 

Mr. Putuurps. You testified you would have approximately 
114,000 beds. 

Mr. Bigetow. We will have. 

Mr. Puiiures. And that 90 percent would be occupied, which gave 
you a figure of 102,370. 

Mr. Brertow. That is the plan; yes, sir. 

Mr. Puruuieps. That is what the Bureau of the Budget gave you 
money for? 

Mr. Bigetow. Yes, sir; however, they only gave us $523 million 
for that, sir. 

Mr. Puiturps. They gave you $523 million, and what you wanted 
was $547 million? 
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Mr. Biegetow. No, $568,500,315. 

Mr. Puiuurps. $568,000,315 is a figure out of this world. I do not 
know where you get a figure like that, because the figure in the Truman 
budget was $547 million, and all you had in 1952 for that same service 
was $502 million. Where could you possibly get a figure of $568 
million, which has not entered into any previous considerations at all? 

Mr. BicrLow. We have several new hospitals now going to be 
staffed. There are 21 additional hospitals, sir. 

Mr. Puituips. And you testified a moment ago, as I think the 
record will show, that the number of beds you think you will be able 
to activate and use is 102,370. So, it is a question of the cost of 
102,370 beds. 

Mr. Bicetow. Sir, 102,370 average daily patient load and 114,315 
average operating beds. 

Mr. Puituips. You have already agreed on a reduction of $8 million 
plus as being acceptable, and we have left for further discussion the 
matter of $17 million which we will have to go into item by item. | 
do not understand your reasoning, and | do not understand your 
thinking. 

Mr. Bigetow. May I point out this one thing? 

Mr. Puiuuips. Yes, sir. 


BASIS FOR DETERMINING HOSPITAL STAFFING REQUIREMENTS 


Mr. BicgeLow. The Bureau of the Budget in their $523 million sum 
stated we have 110,950 personnel in these hospitals, VA hospitals for 
inpatient care at the average annual salary rate on June 30, 1952. 


Mr. Puiuuips. That is emplovees? 


Mr. Bigeiow. Yes, sir, and the dollars they gave us will support 


g 
108,016 rather than 110,950 employees. 

Mr. Puiuurps. But if you maintain the proportion between the 
number of patients and the number of employees which you had in 
any one of the 4 vears—1949, 1950, 1951, or even 1952—you would be 
well within 108,016. 

Mr. Bigrtow. We have to have the proper ratio of employees to 
operating beds. 

Mr. Puituips. That is an average of 103.3, is that right? 

Mr. BiceLow. Yes, si 

Mr. Putituips. And you say you are within that level, but the 
budget says you will have 108.016. 

Mr. BicgeLtow. The dollars we have will support 108,016 employees. 

Mr. Puiiurps. Which is an average of 107.3. 

Mr. BigeLtow. Yes, sir, but we have had 15 new hospitals since 
them. 

Mr. Paiuurpes. But in 1952 vou had a 107.3 staff ratio. 

Mr. Brartow. Yes, sir, on a per hundred patient basis. 

Mr. Jonas. Mr. Chairman, before you leave the subject of em- 
ployees, do you recall that when we had General Hershey before this 
subcommittee we talked to him some time about the possibility of 
using conscientious objectors? Do you want to go into that. at all 
at this time? You asked me to bring it up before the committee, and 
it was intimated we would bring it up when we had the Veterans’ 
Administration before us. 
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Mr. Puixures. | think it would be a good idea to bring it up, but I 
hope you will hold it a little while. We will see if we can get this other 
matter straightened out. 

Mr. Puiturres. You are proposing for next year 108,016 employees? 

Mr. Bicgetow. That is what the Bureau of the Budget suggests. 
That gives us a ratio ot less than 95 employees for each 100 beds. 

Mr. Puiuurrs. I do not see how it could. 

Mr. Bicgetow. That is the ratio based upon that figure. 

Mr. Puiuuipes. Are you talking about the number of actual operating 
beds or the number of beds in the hospitals, whether there are patients 
in them or not? , 

Mr. BicgeLow. The 114,315 | am talking about, operating beds. 

Mr. Corron. Did I understand you to say that there are 95 person- 
nel for every 100 beds that you are referring to 114,315 beds? 

Mr. BiageLow. Yes, sir. 

Mr. Corron. Your average daily patient load will be 102,370? 

Mr. Brcetow. Yes, sir. 

Mr. Corron. What would be your average personnel for the actual 
daily caseload? 

Mr. Bice.ow. Ninety-four thousand four hundred and seventy- 
four. 

Mr. Puiuurrs. That is impossible, Commander Bigelow. 

Mr. BiceLow. It is 102,370 patients for all the beds. 

Mr. Putuurrs. For all types of cases? 

Mr. Bige.ow. Yes. 

Mr. Corron. You said just a moment ago that for the 114,000 
operating beds under this appropriation you only have 95 employees 
per 100 beds; is that correct? 

Mr. BiceLow. That is correct. 

Mr. Corton. Now, I ask you, taking in the 114,315 operating beds 
and 102,370 patients that you estimate would be occupied, as a daily 
average how many personnel would you have for each 100 beds? 

Mr. Baksr. One hundred and five, Mr. Cotton. 

Mr. BiceLow. That would be 105. 

Mr. Baker. It is 105 per 100. 

Admiral Boonrz. That is on a patient-employee ratio. 

Mr. Puituirs. That is the basis upon which all of these figures have 
been given, and on the basis of the actual patients that is running in 
1953 well over 105. 

Admiral Boonr. We feel that we have got to predicate our ratio 
and our staff on the number of beds we have, not on the number of 
patients, because you may have a certain number of patients today 
and not many tomorrow; or more tomorrow, and the beds must be 
staffed, not the number of patients; and that is based on the agreement 
with the Bureau of the Budget. 

Mr. Patiurps. But it also includes hospitals we have talked about 
before, and it is extremely difficult to visualize any increase in patient 
load conditions there. 

Admiral Boonr. We feel that whatever the Bureau of the Budget 
determines on the daily operating bed capacity that we must have a 
ratio to support that, not the patient load as today may well be some- 
thing different in relation to tomorrow or the next day. 
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ILLUSTRATIONS OF EXCESSIVE STAFFING RATIOS IN HOSPITALS 


Mr. Puiturps. Let me see if I can clear that up. 1 am going to read 
the figures on six hospitals in order to clarify what we are t talking about 

In Minot, N. Dak., there is a 162-bed hospital, G. M. and 8S. beds, 
all of them in G. M. and 8S. beds. There are 89 beds activated, and 75 
patients, and 156 employees. 

Admiral Boone. It is staffed according to the number of beds; 
not based on patient strength. 

Mr. Puituipes. In Grand Island, Nebr., there is a 201-bed hospital 
with 132 beds activated, 93 patients and 203 employees. 

In Marlin, Tex., there is a 201-bed hospital, with 157 beds acti- 
vated, 118 patients and 231 employees. 

In Beckley, W. Va., there is a 200-bed hospital with 176 beds 
activated, 122 patients and 202 employees. 

In Poplar Bluff, Mo., there is a 201-bed hospital with 140 beds 
activated, 113 patients and 207 employees. 

In Iron Mountain, Mich., there is a 250-bed hospital with 185 
activated beds, 153 patients and 259 employees. 

That is what you are talking about when you mention that you 
must, necessarily, according to your theory of activation, supply 
sufficient staff for all of the beds that there are in the hospital acti- 
vated, no matter how many actual patients there are there? 

Admiral Boonr. Yes. We must staff according to the operational 
bed allowance. Of course, we must always have a basic staff there, 
and I think at most of the veterans’ hospitals with lower bed occu- 
pancy vou will find the cost of operation is high because of the basic 
staff that we must maintain. 

Mr. Puiturps. Most of these figures I am giving to you are not 
really 1.5 to 1, but 2 for 1. 

Mr. Brartow. Yes, sir. 

Admiral Boonr. They are the ones that bring up our costs of 
operation because of the basic staff that we must maintain. 

Mr. Putiures. These are only 4 or 5 of your hospitals. 

Mr. Yarrs. What is the ratio approved by the American Medical 
Association? 

Mr. BrerLtow. 171 on patient load is the experience reported by 
the American Hospital Association. 

Mr. Yares. Per 100 patients? 

Mr. BicreLtow. Yes, sir. 

Mr. Puiuurps. That is fora G. M. and 8. hospital. 

Mr. BiceLow. Yes, sir, what they call a short-term hospital. 

Mr. Pariuips. That requires an explanation. That 1s for acute 
cases in the hospitals. 

Mr. BicELow. Yes, sir. 

Mr. Puruuips. It does not include the NP’s or the TB’s where the 
ratio is very low. 

For example, the present ratio, which is the highest in the NP 
hospitals, is 169 employees to 100 patients. 

In the TB hospitals it is 125 employees to 100 patients, and in the 
G. M. and 8S. hospitals it is 149 employees to 100 patients. 

Mr. Yates. The reason for my asking that question is to offer 
some standard of comparison 
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Mr. Putuurrs. I do not know whether there is one or not. 
Admiral Boonr. No, sir; there is not. The programs in our 
hospitals and theirs are entirely different. 


COST PER PATIENT DAY IN HOSPITALS 


Mr. Puriures. To make still another explanation while we are on 
this, in 1951 the actual daily bed average was 96,305 patient load, and 
the number of employees was 99,343, and the cost per patient per 
day was $12.35—according to me and I think according to you it 
would be less in 1950—and the total cost was $433,963,000. 

In 1952 the average number of patients was 98,024, and the number 
of employees had risen to 105,182, and the cost per day ran around 
$13 and something 

In 1953, based on calculations, you have at the present time, 97,738 
patients. You have approximately 105,799 employees, and the cost is 
$515 million, and vou testified this morning that the average cost was 
$13.31 per patient per day. 

Admiral Boons. Up to this point; ves, sir. 

Mr. Puiuures. | think your cost per patient in the G. M. and S 
hospitals would run better than $18 

Mr. Bicetow. Yes, sir; it will 


COST PER PA'TIENT-DAY PROPOSED IN REVISED BUDGET ESTIMATIH 


¢ Mr. Puiuurps. Now, vou are testifying before this committee, even 
though your number of employees has risen annually from 99,000 to 
105,000 that you expect next vear to have 108,016 employees, that 
your cost is $13.31 per patient per day, and the budget recommendation 
is $523,973,000 and that you have to make this sudden, and to my 
mind, somewhat unexplainable nee in the cost. That is what the 
committee does not understand, or, at least, what the chairman does 
not understand. You see why | ts "tha the figure of $568 million 
is out of this world? Next vear you will have 102,370 compared 
with the present 98,000. 
Mr. Baeetow. That is right. 


INCREASE IN PATIENT LOAD IN 1954 


Mr. Puiuurps. Which is only an increase of 4,000 patients, and you 
have somewhere in this process asked for an increase of $53 million 
to take care of 4,000 patients. 

Mr. Bice.tow. Personnel. 

Mr. Puitures. Personnel does not answer it. You have an 
average right now of 108,000 personnel. 

[ will ask you to specify again why these veterans’ hospital costs, 
exclusive of research, education, training, and so forth, are rising 
steadily without the corresponding increase in the number of veterans 
treated? Can you answer that, Dr. Boone? 

Admiral Boonr. No; I have made no such analysis, Mr. Chair- 
man, of the costs exclusive of inseparable features of treatment such 
as research and education which are closely allied to clinical care. 

(Discussion off the record.) 
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Mr. Parties. What percentage of the patients in those different 
beds would be non-service-connected patients, who are getting 
treatment for non-service-connected diseases? 

Mr. BiceLow. Those percentages have not changed over the years. 
They have been pretty much the same. 

Mr. Puitures. In other words, all of this addition that you are 
talking about would be non-service-connected? 

Mr. Bicetow. No, sir; basically 62 percent are non-service- 
connected. 

Mr. Puiuurpes. I was under the impression that service-connected 
men had priority in all hospitals. 

Mr. Bicetow. Yes, sir. They have priority. 

Mr. Puitures. Therefore, having taken care of all of the service- 
connected patients in approximately 40 percent of the beds we pres- 
ently have we then enter into the area of non-service-connected 
patients. Allowing for all of those who have any reasonable entitle- 
ment, it stands to reason that the additional number that we are talk- 
ing about here in the request made for this next year, must, of necessity, 
be non-service-connected patients. Otherwise, you are not taking 
care of the service-connected patients under the terms of the law. 

Mr. Bicetow. That is correct. The non-service-connected chronics 
added to the service-connected reduces the number of non-service- 
connected without any entitlement other than chronic disability to 
about 11 percent of the total number. 

Mr. Puiuurps. But the law compels vou to take care of them right 
away, and it has been testified to frequently before this committee 
that they are to increase, or are vou convinced they are not? 

Mr. BiceLtow. I understand so, yes, but only within the limits of 
our authorized capacity. 

Mr. Puiturpes. Then does it not stand to reason that all of these 
additional beds are for non-service-connected patients? 

Mr. Bicetow. I do not think that was the intention when Congress 
passed the law authorizing the Veterans’ Administration to take care 
of no more than 131,000 whether they had service-connected or non- 
service-connected disabilitv at the time- 

Mr. Purturps. That was not the question, and I think you have not 
answered the question. 

Whatever the number of beds you have now they must, necessarily, 
go to service-connected veterans first. Therefore, all of the beds that 
go to those between 114,000 up to 129,000 or up to 131,000 must 
necessarily be for non-service-connected veterans with some entitle- 
ment to that service. 

Mr. BigrLow. Yes. 

Admiral Boonr. There are 1,043 service-connected cases which are 
in State hospitals as VA beneficiaries that want to transfer into our 
hospitals. In addition there are 9,242 patients in non-VA hospitals 
not. as VA beneficiaries who want to be admitted to our hospitals. 

Mr. Puruuips. Are they not in NP hospitals? 

Admiral Boone. Yes, sir. 

Mr. Parties. You do not have hospitals for them no matter how 
much money you ask for next vear. 

Admiral Boons. That is my understanding. 

Mr. Putuures. There are not enough NP hospitals, and not enough 
psychiatrists to treat them if we had the beds. Therefore, it would 





make no difference how many beds we added next year, 1t would 
not help the NP patients very much. 

Admiral Boone. No, sir; it would not create any more psychia- 
trists. 

Admiral Boone. Would it be appropriate at that point if I stated 
that I do not think Commander Bigelow and I are in disagreement. 
My answer to your question was that we did not have enough psychia- 
trists. 

Commander Bigelow has discussed the plan for 1954. 

Mr. Puixurps. I thought you agreed with us, with 1954 being only 
35 days off, that you had the same feeling that you would not be able 
to staff all of those beds, no matter how much money we gave you, 
with psychiatrists, surgeons, and so forth, by July 1. 

Admiral Boone. No, sir; not by July 1. 

Mr. Puitiirs. Commander Bigelow thought we could. 

Mr. BiageLtow. Not by July 1, sir. I said during the fiscal year 
1954, as I recall. 

Mr. Puruips. | think you will agree if we continue the same pro- 
gram of liberal interpretation of the law, thus making it necessary to 
have a great many more beds than we have now, that it would be 
very difficult for you to staff those hospitals and give the same quality 
of service that you are giving now to the number you have now. 

My point is, is it not a fact that as the number of beds increases 
there is a possibility of reducing the quality of service to the veterans, 
not because of any money angle, but simply because of the inability 
to maintain that quality of service, having to increase the number of 
non-service-connected veterans? 

Admiral Boonr. I do not see how we could staff beyond 131,000 
with the medical manpower situation in this country as it is at the 
present time. 

Mr. Putiures. Have you ever made any suggestion, Dr. Boone, of 
a formula on which you could establish a method of limiting the 
number of patients in the veterans’ hospitals to those most deserving 
and not increase the number above 131,000? 

Admiral Boonr. I have given a great deal of thought to it. 

Mr. Putiurps. Do you think that it is going to be a matter of 
establishing more firmly the classes of veterans entitled to it, or are 
we going to have to limit it to types of diseases? 

Admiral Boonr. I might say first, if I may, that I think the law 
as it is written if very faithfully and properly executed will meet the 
situation, of course, with service-connected first, and then the non- 
service-copnected who meet the eligibility rules. I feel very strongly 
that people who do not measure up to eligibility should not be 
hospitalized in VA hospitals. 

Mr. Potties. What part of the budget under this $523 million 
request is actually used for that purpose? I think you said it was 
reduced several hundred thousand dollars. Dr. Boone, what part is 
actually now being used for consultants and specialists? 

Admiral Boone. For consultants and “attending’’—it is a confusing 
term because we have “attendants,’’ but this is ‘“‘attending’’ physi- 
cians. The revised budget is $7,767,100, which is a reduction of 
$432,000 from the previously presented budget to the Congress. 

Mr. Patuuips. Is that not based on a suggestion that m some of 
the hospitals which are not very far from the large diagnostic hos- 
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pitals, and close to the medical schools, that the specialists and con- 
sultants service could be acquired there rather than at the outlying 
hospitals? Am I right in that? 

Admiral Boonr. There is a certain availability where they ean 
provide part-time service and we can recruit personnel from them. 
Our agreement with the medical schools with reference to consultants 
and attending physicians is that they conduct postgraduate resideney 
training and they assist us in a clinical way. They approve the top- 
level professional staff; the chief of medicine, chief of surgery, the 
pathologist, and radiologist. They are the four provisions that have 
nothing to do with administration. 

Mr. Puruuies. What is your best estimate, Mr. Stirling, or Admiral 
Boone, or Commander Bigelow, as to the average number of patients 
in 1954 vou would have to take care of under the present law, admitting 
the non-service-connected veterans? 

Mr. Bicetow. It would be 102,370. 

Admiral Boone. I think it is appropriate at this time in regard to 
the cost of these consultants, which you hear a lot about, to say it is 
only costing 22 cents per patient-day. We pay a specialist less than 
$7 for this qualified service and he may go there and get $50, but he 
may do an operation like I heard of yesterday—an operation for a 
cancer of the reetum—which took over 5 hours and he gets nothing 
more than $50. He might go there and see a lot of patients. We are 
getting this service at less than $7 per patient treated in our hospitals. 
You cannot get anything less than a $50 consultation as an individual. 

Mr. Puiturps. Those statistical figures are sometimes a little mis- 
leading when you talk about just 22 cents and multiply then by 
100,000 patients, who probably do not get any direct benefit from it. 
Do you see what | mean? It is some ‘thing like some of our calcula- 
tions, necessarily, because we deal in statistics only. Ona very small 
item of $1 or so per person, it may run into milhons. This runs into 
about $7 million? 

Admiral Boone. Yes, sir. 

Mr. Putuuips. I think the question would not be “Is it possible to 
strike it out, but is it possible to make sure we are getting the fullest 
advantage of it in the areas where it is most desirable?” and I take 
it you feel it is? 

Admiral Boone. It is screened very carefully and I have asked 
the Association of American Medical Colleges to screen it to see 
whether we are paying too much or too little. Of course, there are 

varying charges in different localities, but all of these are reappraised 
every quarter by the hospital manager. He must reappraise and 
make a report to us every quarter. 

Mr. Puruuips. [| come back again to this number of patients, because 
it seems so out of line to say we have been having a patient load of 
less than 100,000 that you cannot get along with 102,370. <A reduc- 
tion of 1,000 patients per day would be about $7 % million. If your 
patient load was increased from 98,000 at the present time to only 
100,000 next year, you would be inside the $523 -million. 

Mr. Cotton, do you have any questions about this part of the budget? 
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NUMBER OF BEDS TO BE OPERATED IN 1954 


Mr. Corron. Yes, sir, | would like to ask a few questions, Mr. 
Chairman, at the risk of going over something again that has been 
belabored long enough. I want to try to make sure I understand 2 
or 3 things, because I am going to try to answer some telegrams when 
we get through here tonight and I want to be sure I am answering 
them intelligently and meeting the issue and not giving someone a 
lot of double talk. 

Do I understand that it is the studied opinion of the Veterans’ 
Administration that the probabilities are that 114,315 operating beds 
and 102,370 average patient beds will take care of the normal require- 
ments for 1954? 

Mr. BiceLtow. That is correct; ves, sir. 

Mr. Corron. Forgetting for a moment the dollars and talking only 
about beds, that figure is not something that is being forced upon 
vou. You feel that with reasonable expectations that that will 
adequately carry vour load? 

Mr. Biaetow. Hospital by hospital, ves, sir. 

Mr. Corron. That is, veterans’ hospital beds? 

Mr. Biartow. Yes, sir. 

Mr. Corron. That has nothing to do with contract beds? 

Mr. Biaetow. No, sir; only hospital beds. 


NEW BEDS TO BE ACTIVATED IN 1954 


Mr. Corron. Does that 114,315 operating beds include beds that 
you expect to activate from new hospitals coming into service during 


fiscal vear 1954; and, if so, what portion of them do you expect to put 
in these new hospitals? 

Mr. Farris. Approximately 5,000 over the 1953 bed utilization in 
new hospitals. 

Mr. Corron. What part of the estimated 114,315 beds would be in 
those hospitals? 

Mr. Farris. Eight thousand two hundred and twenty-four on an 
average for the vear. 

Mr. Corron. That would be in how many new hospitals? 

Mr. Farris. I am not sure offhand, but I believe it is about 16 or 17. 
I would be glad to correct that. Nineteen is the correct number. 

Mr. Corron. Nineteen? 

Mr. Farris. Yes, sir. 

Mr. Corron. Can you tell us, roughly, when during the year those 
19 would be coming in? Would they come in 1 or 2 a month or would 
they all come in early in the year or the bulk of them late in the year? 

Mr. Farris. Sir, | gave you an average bed figure, representing 
the classification of new hospitals that are included in the budget 
presented to us, which goes back to January 1, 1952. The 19 hos- 
pitals include hospitals opened since January 1, 1952, opened during 
1953 and to be opened in 1954. 

Mr. Corron. A few minutes ago the figure of 21 new hospitals was 
mentioned. Where is the discrepancy between the 19 you are telling 
me about now and the 21? I do not mean discrepancy, but straighten 
out in my mind why you are telling me 19 now when you were talking 
about 21 a few minutes ago. 
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Mr. Farris. That number was for the fiscal years 1952, 1953, and 
1954. Only those opened during the last half of fiscal year 1952 are 
included in this budget as new hospitals. 

Mr. Corron. Returning now to this number of beds, 114,315, if 
we are not talking about the dollars necessary, but if you did receive 
sufficient funds to activate 114,000 beds in 1954, you would be taking 
care of all the normal increase that you anticipate from new hospitals, 
as well as all the beds that you anticipate necessary to activate in 
present hospitals? 

Mr. Bicretow. Yes, sir, that is correct. 

Mr. Puiuures. Do you mean 114,315 or 102,370? 

Mr. Corren. I am talk‘ng about 114,315 operating beds. I am 
not talking about average patients; I am just talking about the beds. 

Mr. Bicetow. Yes, sir. 

Mr. Corron. Forgetting all about your original request and the 
so-called Truman budget and the so-called Eisenhower budget and 
the action of this committee and everyone else, that 114,315 beds, 
if you get the money to activate them, will in your opinion do the job? 

‘Mr. BicEtow. Yes, sir. 

Mr. Corron. In these new hospitals coming into service do you 
have entire hospitals that are general medic al and surgical, and 
entire hospitals that are NP, and entire hospitals that are TB, or 
are those three types of service included in the same institutions? 

Mr. Biaetow. No, sir. I can give them to you by types. We 
have three NP hospitals. 

Mr. Corton. Where are they? 

Mr. BiceLtow. Brockton, Mass.; Pittsburgh, Pa., Salisbury, N. C. 

Mr. Corron. May I be a little selfish and ask you when the 
Brockton one is coming in? 

Mr. Bicetow. Very “shortly. 

Admiral Boone. That is tentatively scheduled to open in October 
1953. We have personnel there now. 

Mr. Corron. Will you go ahead and refer to the new hospitals? 

Mr. Bigetow. Ann Arbor, Mich. which is a general medical and 
surgical; 2 in Chicago, IIl., 1 of which is a research hospital; Cincin- 
nati, Ohio; New York, N. Y.; Oklahoma City, Okla. 

Admiral Boone. That is a replacement. 

Mr. Bicetow. Pittsburgh, Pa., and St. Louis, Mo. 

Admiral Boone. There are two at Pittsburgh. One is a G. M. and 
S. and one is a NP. 

Mr. Bicetow. Then we have Syracuse, N. Y., West Haven, Conn., 
which is partially in now—the TB section is open now and the G. M. 
and S. is to come in. That is all of the new ones. 

Mr. Corron. How many have you named? 

Mr. Breetow. I can supply them for the record. 

Mr. Corron. How many are G. M. and S. and how many are NP 
and how many are TB? 

Mr. Bicetow. I can supply that for the record. There are no 
TB new ones coming in; just a section of West Haven. 

(The information follows:) 
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All new hospitals authorized for construction with tentative opening date 


Scheduled opening date Hospital Beds 


Remainder fiscal year 1953: June | Syracuse, N. Y 496 
Fiscal year 1954 
August Chicago, Dl. (West Side 496 
September Oklahoma City, Okla. (replacement 496 
Do Pittsburgh, Pa 956 
October Ann Arbor, Mich 196 
Do Brockton, Mass 45S 
Do Salisbury, N. C ij 
January Chicago, Ill. (research 516 
March Pittsburgh, Pa 742 
Do St. Louis, Mo 
May ? New York, N. Y 
June Cincinnati, Ohio 
After fiscal vear 1954 
August 1954 Los Angeles, Calif. (Sepulveda 
Cleveland, Ohio 
do 
Construction not yet started san Francisco, Calif 
Topeka, Kans 
Ww ashington, D. C 


Tentative Progress being restudied 
Strikes on project. Dates are tentative 


Mr. Corron. Now do you, outside of these new hospitals, and still 
referring to this proposed program of 114,315 beds for 1954, does that 
include the activation of any new beds for NP patients outside of the 
new hospitals coming in? 

Admiral Boone. At all the G. M. and S. we have certain provisions 
for TB and NP and the outstanding addition of 200 beds is at Hous- 
ton, Tex.; that is all NP. 

Mr. Corron. Do you intend to activate some new beds not now 
in service for NP patients in hospitals that are at present being 
operated? 

Admiral Boone. Just as soon as we can get the staff, we will 
activate them. 

Mr. Corron. Out of the 114,315 beds and forgetting about getting 
the staff and assuming for the time being you had money enough for 
them, you contemplate new NP beds? 

Admiral Boonr. That is right. 


PLAN TO STAFF NP BEDS AT MANCHESTER HOSPITAL IN 1954 


Mr. Corron. Let me be selfish again. Does that include the 18 
beds in the hospital at Manchester, N. H.? 

Admiral Boone. That is already in our present number; yes, sir, 
of the 114,315. 

Mr. Corron. Well, I naturally was interested. I looked into that 
situation up there and it was intimated to me that there was grave 
doubt whether it would ever be considered wise, even if you could get 
them, to put in the necessary psychiatrists and assistants and staff for 

18 beds at that hospital. Was that incorrect? 

Admiral Boonr. Every G. M. and S. hospital must have some pro- 
vision for that service and 18 is not too much for that number bed 
hospital for psychiatric cases, because frequently the patient comes in 
as one thing and they are something else. 

Mr. Corton. It was represented to me, and I am not going to quote 
anyone in your organization, but it was represented to me that 18 
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beds for NP patients up there at Manchester were not enough to 
justify the staff of psychiatrists and attendants necessary to take 
care of NP patients; that it would not be a large enough unit. 

Admiral Boonr. They would have other duties also in the G. M 
and S. for diagnostic purposes and consultant service; they arealways 
used in a hospital, unless you are just manning that particular ward. 
They have duties throughout the hospital and are on a consultant 
basis. 

Mr. Corron. If you secured enough dollars to operate 114,315 beds 
in 1954, vou would definitely activate 18 beds at Manchester, N. H.? 

Admiral Boonr. Yes, sir. 

Mr. Corron. And you already know you can get the psychiatrists 
to do it? 

Admiral Boone. May I say that we are trying very hard to link 
that hospital up with Boston Hospital ond they have indicated they 
would like to be linked up with it. 

Mr. Corron. It is with Boston that vou plan to link up and not 
with anything up at Dartmouth? 

Admiral Boone. No, sir, Dartmouth will stay with White River. 

Mr. Corron. | thought that something was said about Dartmouth 
when you were talking about it a while ago. 

Admiral Boone. That was the plan 7 vears ago. 

Mr. Corron. Now, then, if it is all agreed that this number is 
abundant beds, then the controversy rises on the amount of money 
necessary to take care of these beds. 





NUMBER OF 





BEDS PROVIDED 





FOR IN REVISED BUDGET 











It is my understanding that vou feel that the amount allowed by 
the revised budget or by the present Bureau of the Budget will not be 
sufficient to activate and put into service at any time during fiscal 
vear 1954 the 114,315 beds? 

Admiral Boone. That is right, sir 

Mr. Puiuurps. -Let me clear that up, if ] may. Do vou mean that 
even allowing for your 90 percent occupancy on your figure of 114,315 
and you have been giving us a figure of 102,370, which is 10 percent 
less than 114,000? 

Mr. Bicetow. Yes, sir; that is patients. 

Mr. Puitires. You have been testifying that the amount of $523 
million was the amount to activate or have a patient load of 102,370, 
which is in the revised budget. Now you are saying to Mr. Cotton 
that you cannot have a bed activation of 114,315, is that right? Iam 
trying to find out what you are answering to Mr. Cotton. 

Mr. Bicetow. We stated earlier that with the personnel given to us 
under the revised budget of $523 million that our best estimate was 
we could operate day after day throughout the year between 97,000 
and 98,000 patients in our hospitals. 

Mr. Puriurpes. That is patient load? 

Mr. BiceLow. Yes, sir. 

Mr. Corron. My questions are predicated | on the assumption, 
that if you are dealing with a proposition of having 114,315 operating 
beds available with an estimated daily case load of 102,370, that 
there is a certain number of employees that you have to have in order 
to carry the actual case load and also to furnish a certain surplus to 
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take care of the other beds that might or might not be occupied at 
certain times. In other words, there is a certain fixed number of 
employees, according to your estimates, to take care of 114,315 beds, 
with one hundred and two thousand-odd beds in average use? Is that 
right? 

Mr. BrceLow. That is absolutely correct. 

Mr. Corron. And some days you might have more than 102,000 
beds in use and some days you might have less? 

Mr. Bieretow. Yes, sir, that is right. During the middle of the 
vear we will have less. 

Mr. Corron. Now, will vou tell me agam-—and it is already in 
the record—but will you tell me again the amount of money, in 
dollars, that you estimate you will require to activate the 114,315 
beds? 

Mr. BigeLow. $568,500,315. 

Mr. Corron. You have given the total for the entire hospital 
program ? 

Mr. BiaeLtow. Yes, sir. 


SPECIAL SERVICES ACTIVITIES IN HOSPITALS 


Mr. Corron. This figure you have given me for the 114,315 beds, 
does that include personnel for special services? 

Mr. Baker. In hospitals only. 

Mr. Corron. I am talking about in hospitals. 

Mr. Baker. Yes, sir. 

Mr. Corron. And contact personnel in hospitals? 

Mr. Baker. Yes, sir. 

Mr. Corron. And what other personnel? 

Mr. Baxer. Finance personnel, supply personnel, ete. 

Mr. Srrruina. Personnel used in the hospital including professional 
and nonprofessional. 

Mr. Corron. I want to be fair with this thing, but it has been my 
observation from the hospitals with which I have been in contact—and 
| want to see you get every cent that is actually necessary to activitate 
sufficient beds to care for the veterans—but it has been my observation 
that there are places in the administration in the hospitals in special 
services and in contact services and in certain other parts that seem 
to me when we are straining every nerve here to try to give vou these 
beds that there were points there where further economies could 
be effected without the slightest harm to the actual necessary care 
and high standard care of the patients? Do you say that is not so? 

Mr. Mason. Mr. Cotton, may I answer that insofar as special serv- 
ices are concerned? The only type of special services, which in- 
cludes the chaplaincy, the library, and recreation and those types of 
services, the only type of service or activity that it provides in the 
hospitals at the present time is that asked for by the doctors and which 
the doctors think is necessary. 

Mr. Corron. The doctors or the superintendents? 

Mr. Mason. Both. The manager does not have to have one special 
service activity that he does not want and that‘has been true for some 
time. So, anything that is going on in the hospitals today is being 
done with the consent and request of the manager and the doctors. 
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Mr. Corron. And I understand that that is so certainly so far as 
the manager is concerned? 

Admiral Boonr. May I say, Mr. Cotton, I feel very strongly about 
this program, having observed it for 24 years and I had to be educated 
in it. I consider, very definitely, that special services, whether it is 
ina small NP or TB hospital, contributes directly to the patient’s care 
Some people got the idea to eliminate these things from general hos- 
pitals, but if you do, you deprive these TB, the NP, the paraplegic, 
the long-term patient of these services which are very essential to him 
and his welfare and his patient care, 

Mr. Corron. I am sure, Dr. Boone, that we recognize the necessity 
of special services and certainly there is the necessity of the care and 
attention that the chaplains give and others give these people. How- 
ever, | know, personally from my own contact with certain hospitals, 
that work which I observed which was being done pretty well some 
time ago by a chaplain and 1 full-time assistant, is now requiring 5 
or 6 or 7 people, and I have other instances in mind where the best 
man doing this work has been relieved of his duties and in my opinion, 
less important ones remained. This is from personal contact and 
observation. 

Admiral Boone. If this integration is consummated, and you have 
heard the Assistant Administrator for Special Services testify to that, 
but if that comes about, you can rest assured that Colonel Mason and 
I are going to work this thing out to the minimum requirements to 
effect the best proper care and necessary care for the patient, and any 
directions which I will issue, if I am the head of it, will be handled in 
that manner. 

Mr. Corron. You have been the head of it, have you not? 

Admiral Boone. No, not special services; that is a separate organi- 
zation. 

Mr. Corron. I very anxiously and seriously called attention to one 
of those cases by telephone and telegram this last year and I had an 
awful time even getting an acknowledgment. 

Admiral Boone. I have been on the “receiving” end for 8 months 
for 1 period and 4 months 2 years later in bed in the hospital and | 
know what these things mean to the fellow lying in the bed. 

Mr. Corron. I have quite a number of telegrams from my own 
people that must be the result of some contacts with the Veterans’ 
Administration, because in each one of those telegrams they ask me to 
ask General Gray—and of course he is not present, and I will have to 
ask you, Mr. Stirling—to inquire about the two hospitals in my 
section. They imply that there is something I should learn that I 
have not yet learned, even though I have been trying to keep in touch 
with the situation. I am referring to the hospitals at White River 
Junction, Vt., and Manchester, N. H. What did last year’s budget 
do to those two hospitals? 


FAILURE OF THE VETERANS’ ADMINISTRATION TO STAFF NP HOSPITAL 
BEDS AT MANCHESTER HOSPITAL-IN 1953 


Mr. Farris. Manchester did not lose any beds as a result of the 
reduction necessitated there, and at White River Junction—— 

Mr. Corton. Before you leave Manchester, I have letter after 
letter insisting that the reductions in last year’s budget prevented 
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the activating of 18 beds for neuropsychiatric patients in the Man- 
chester Veterans’ Administration hospital, and it was put into the 
Congressional Record on May 18 that that was the reason those beds 
had not been reactivated. Is that correct or not? 

Mr. Farris. That is correct. In other words, there were insuf- 
ficient funds to support the personnel requirement that the activation 
of those 18 additional beds would require. 

Mr. Corron. Would you have activated them if you had had all 
of the funds you asked for? 

Mr. Farris. | will have to defer to Admiral Boone in that respect 

Admiral Boonr. That would be predicated, also, on the availa- 
bility of psychiatrists and the attendants for them. 

Mr. Corron. I was informed by people in the Manchester hospital 
and I was informed by a telephone call from someone in your own 
department that whatever the future might be, the 18 NP beds in 
Manchester would not have been activated, regardless of the budget, 
during the fiscal year 1953 because of the very difficulty you men- 
tioned of obtaining doctors. 

I would like to be able to straighten out exactly what the facts are 
on this, because I would like to be able to tell the truth to the people 

Admiral Boone. I do not know from whom you get your informa- 
tion. 

Mr. Corron. Can you tell me whether that information is correct 
or not? 

Admiral Boone. That was never activated due to the ceiling on 
funds. Then, subsequently, we have not been able to get the per- 
sonnel. But we would have if we had had the money. 

Mr. Corron. Would those beds have been activated if you had 
had all the money you asked for for fiscal year 1953? Would those 
18 beds have been activated in the Manchester hospital? 

Admiral Boonr. They would if we could have gotten the people to 
take care of them. 

Mr. Corron. Cannot you give me an answer? I have had answers 
both ways, and I want to be fair about this thing, and I| certainly 
want to be fair with the veterans this coming year. I do not want 
to be prejudiced in any way, shape, or manner. 1 think I am entitled 
to a categorical answer. Can you give it to me? 

Admiral Boone. It is a question of money and personnel, both. 

Mr. Corron. That is the best you can do for me? 

Admiral Boone. That is the answer. 

Mr. Corron. Will you have any surplus at the end of the year? 

Admiral Boone. I would like to have Mr. Moore answer that, but 
I think, as I got it, it is about $6 million in the medical and, as I 
understand, not being a budget man, that will be, well, less than 
1 percent. Mr. Moore is better able to answer that than [ am. 


SHORTAGE OF PSYCHIATRISTS 


Mr. Corron. Will you have any surplus psychiatrists? Never 
mind the dollars. 

Admiral Boone. No surplus psychiatrists. 

Mr. Corron. So there are no psychiatrists available at the present 
time in fiscal 1953 for the Manchester Hospital if you had the money 
to pay them? 
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Admiral Boone. No surplus. 

Mr. Corron. Were ary psychiatrists available for the Manchester 
Hospital in fiscal 1953 if you had the money to pay them? 

Admiral Boone. I cannot answer that—I mean to say—that he 
would go there even if we fourd him. 

Mr. Corron. Well, did you find anybody? Did you have anybody 
vou could have gotten? 

Admiral Boone. No; we have not found them. 

Mr. Corron. You mean you could not have getten them for 1953? 

Admiral Boonr. We have not found anybody for Manchester. | 
wish to goodness we had. I do not like one bed empty when we can 
provide and accept a veteran who is entitled to be hospitalized. 

Mr. Corron. Returning to the funds question, how much will you 
have left at the end of the fiscal year? 

Mr. Moore. That will be about $8.2 million, about $6 million for 
our medical program and $2 million in the administrative programs. 

Mr. Paruures. And in addition to that you have retransferred $5 
million that you took out of the outpatient dental care? 

Me. Moore. That was transferred back in the fourth quarter. 

Mr. Anprews. Mr. Cotton, may I ask one question about your 
hospital? 

Mr. Corron. Certainly. 

Mr. Anprews. Admiral, have you been trying to get psychiatrists 
for the hospital at Manchester? 

Admiral Boone. Yes, sir. 

Mr. Anprews. And have not been able to locate one? 

Admiral Boone. No, sir. 

Mr. ANprRews. You cannot find a psychiatrist who will go there 
and activate that hospital? 

Admiral Boone. No. It takes more than a psychiatrist; it takes 
auxillary personnel, too. We have not found the personnel necessary 
for that hospital. 

Mr. Anprews. So the problem of not opening that hospital for 
worthy psychiatric cases has been due to the fact that you have not 
been able to find psychiatrists and the proper personnel? 

Admiral Boone. I would have put him in there if I could have 
evotten him. 

Mr. Anprews. And you have been looking for him? 

Admiral Boone. Yes, sir. 

Mr. Anprews. And you cannot find him? 

Admiral Boone. I cannot find him. 

Mr. Corron. Could the Manchester NP ward be opened with con- 
sultant psychiatrists? 

Admiral Boonr. Yes. We used them at other places. I think if 
he can get an affiliation with the Boston Hospital, we possibly will do 
it. That is what they assured us. 

Mr. Corron. But so far you have not been able to? 

Admiral Booneg. No, sir. 


INCREASE IN NUMBER OF BEDS AT WHITE RIVER JUNCTION HOSPITAL 


Mr. Corron. Now, how about the White River Junction Hospital? 
Mr. Farris. In the case of the White River Junction, they actually 
gained a net of seven operating beds over their June 30 figure, which 
was prior to the reduction-in-force freeze. So between June 30, 1952, 
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and December 31, 1952, there was a net gain of seven beds in that 
hospital. 

Mr. Corron. You mean they did not lose a bed, but they gained 
seven? 

Mr. Farris. That is right. 

Mr. Corron. And that was in spite of some reduction in the 
personnel? 

Mr. Farris. That is right. 

Mr. Corron. Which took place on election dav, at the close of 
business on November 4. 

You have indicated, Mr. Stirling, or Dr. Boone, that the amount of 
$523,973,100 allowed in the new revised figures will not properly staff 
and permit you to activate the entire 114,315 beds. You have indi- 
cated also that $568,500,315 is the amount that would be necessary to 
activate those beds and staff them. 

[ suppose it is simply a matter of arithmetic, but in order that we 
may know as a matter of record what we are dealing with, and what 
we are deciding, would you indicate what numbe of beds you would 
be able to properly staff and activate if you received only the 
$523,973,100 in the revised budget? 

Mr. Stirting. Admiral Boone. 

Admiral Boone. Mr. Bigelow. 

Mr. BigeLow. 109,207 operating beds. 

Mr. Corron. And that would allow you to carry a daily average 
patient load of what? 

Mr. BigeLow. 97,738. 

Mr. Corron. So that the difference would mean, and it is just a 
matter of subtraction, the loss of how many beds? 

Mr. BiaeLow. 5,108 beds. 

Mr. Corton. Now, is it your opinion that sometime in the fiscal 
year 1954 you will be able, if you are given the full amount you 
require, to secure the number of psychiatrists, medical, and surgical 
men and the technical staff that is necessary to operate 114,000 beds? 

Admiral Boonr. We are going to make the strongest possible 
efforts to do so. 1 cannot guarantee at this time that we can do so, 
as I do not.know what the national situation or requirements will be, 
r the people who will come to us or those who will be in the military 
service. 

Mr. Corron. But if you had appropriated the amount that you 
said you require, and you were unable to secure the necessary sts aff to 
activate all of these beds you would only use the proportionate amount 
the appropriated funds for the purpose in proportion to the number 

beds you actually activate? 

Admiral Boonnr. Yes, sir; that is correct. 

Mr. Corron. And any amount left over would not be used for any 
other purpose than in activating the number of beds? 

Admiral Boone. No, sir. If we try to do so I am sure that the 
money would be impounded by the Bureau of the Budget. It would 
not be made available to us because they watch these overflows all 
the time, but we ourselves would not want to use it for other than 
that which it was intended for. 

Mr. Corron. You, at the present time have how many beds 
activated? 

Mr. BigeLow. One hundred nine thousand and seventy-two. 
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Mr. Corron. And an average daily patient load of what? 
Mr. BiceLtow. Up to this point it has been 98,000 plus. 
Mr. Corron. Thank you. 


INACCURACIES OF STATEMENTS PERTAINING TO HOSPITAL CARE 


Mr. Puiuures. Perhaps this would be a good place to go down that 
list, since Mr. Cotton has already opened it. 

There has been a list furnished at various times, and I have disliked 
intensely and have withheld my comments upon the list at times, 
because I did not want to enter into a personal controversy with 
anybody in Congress or in the Veterans’ Administration, but there 
is a list of 2,393 beds, and I read this. This is a quotation from a 
Member of Congress: 

I am listing *he locations of the 38 hospitals and indicating the number of beds 
vacant in each hospital because of lack of funds. 

I presume, without question, that information came out of your 
department, Dr. Boone or Commander Bigelow. There would be 
no other place to get it. 

| have not had time to check into all of the hospitals. Mr. Cotton 
has brought out the fact that Manchester, N. H.,.is not properly in 
the list. 

Brecksville, Ohio, is a TB hospital. In June 1952 it had 274 beds 
and in March 1953 it had 274 beds. 

Mr. Farris. Yes, sir 

Mr. Puiiurpes. It does not seem that they closed any beds. 

At Butler, Pa., a TB hospital, they had 462 beds in June and 462 
beds in March 1953. At Madison, Wis., a TB hospital, they had 
228 beds in June and 327 beds in March. 

Do you still want to say those beds are vacant because of lack of 
funds? 

(No answer. ) 

Mr. Puitures. At Augusta, Ga., which was the next on the list, 
they had 1,561 beds in June and 1,570 beds in March of this vear. 
At Lebanon, Pa., they had 1,021 beds each time. At Albany, N. Y.— 
and now we get to the G. M. and S. beds—they had 480 beds in June 
and 754 beds in March. 

Manchester, N. H., has already been listed. At Portland, Oreg., 
a G. M. and 8S. hospital, they had 489 beds in June and 495 beds in 
March. Spokane had 132 beds each time. Wilkes-Barre had 399 
beds in June and 457 beds in March. 

The total of those beds I have here means that in June there were 
5,178 and in March there were 5,624—a difference of about 450 beds 
more than there were last June. It is a little difficult for the Congress 
to understand the statement that there are beds vacant in those 
hospitals because of lack of funds. Don’t you think so? 

Mr. Farris. I believe, Mr. Chairman, if you will examine the 
basis upon which these statistics were drawn, you will find in each 
and every instance which you have cited there that the authorized 
bed capacity of the hospital has never been in operation. In other 
words, if you go back and examine on June 30 the number in opera- 
tion in each of these hsopitals, you would find you have within that 
group you have named certain new hospitals as well as certain old 
hospitals. In the RIF, based upon an equitable distribution of 
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available personnel; beds were activated in some hospitals based 
ipon the patient potential, and these included new hospitals as well 
is old hospitals. By taking the selective group you will find certain 
beds were added over and above the June 30 number of beds that 
vere in operation while in other instances beds were reduced. 

In the overall, there was a net loss of beds in the system of some 
2,288. In some hospitals, such as Madison, Wis., the hospital was 
only partially activated with certain commitments in terms of the 
patient load to go ahead and continue the activation of that hospital 
rather than to freeze at the number of beds in the operation on June 30 

Mr. Puiuurps. Mr. Farris, in taking the ones on this list, in connec- 
tion with the total reduction or the total number of beds, it specifically 
lists 38 hospitals 

Mr. Fars. That is right 

Mr. Praiuurps. And in only 10 of them it shows an increase of about 
150 beds. 

Mr. Farris. I do not recall all of them. 

Mr. Putiuipes. That is all the time we had to go down the list before 
this meeting this morning, and that shows an increase and not a 
decrease. 

Mr. Farris. On a selective basis that is right. 

Mr. Putuures. And each time you again make a matter of record the 
fact that these were closed for lack of funds when at least several of 
those hospitals, it is perfectly obvious, were not due toa lack of funds 
For instance, Lyons, N. J., Manchester, N. H., and two others. And 
here is Fargo, N. Dak., which I do not understand here. 

Fargo is one where the fact is you were not able to get a surgeon, 
not from lack of funds, and as soon as you can get a competent and 
satisfactory surgeon, you will reopen more than 22 beds. 

Mr. Farris. The 2,393 beds cited in this particular list represent 
that portion of the total of 7,890 beds as of March 31, 1953, that were 
not in operation in the hospitals listed, and they were not in operation 
because they were reported by the managers as being not operated 
due to lack of funds—in other words, simply because they did not 
have the money to hire the necessary personne! to operate the beds 

Mr. Yates. Reported to whom? 

Mr. Farris. Through our statistical reporting system. 

Mr. Puiiures. Yet you have already testified on the record that 
at least one of them was not closed for that reason at all. How many 
others do you suppose we could find if we checked carefully? And 
another one we know was not closed for that reason is Lyons, N. J., 
and another one is Fargo, N. Dak. There are three we know as a fact 
were not closed because of lack of funds. How many of the others 
do you suppose we would find were not closed because of lack of funds? 

Mr. Farris. As far as 1 know, those are exceptions to the study 
that was made at this time, because based upon the reports we had 
available to us at the time this study was made those beds could have 
been staffed; in other words, at that particular point in time. As | 
say, there may have been an exception in this one instance of Man- 
chester. Iwas not aware of that. 

Mr. Puiuuirs. There are two others I have told you about now 
which are perfectly obvious if vou will check on those. It raises the 
question in my mind, when you furnished this list to the Congressmen 
who put it in the Record, did you check this; did you make any attempt 
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to verify it yourself to see if those were facts and that was the reason 
the beds were closed or was it for any other reason. 

You are not using the word ‘‘closed’’; you are using the expression 
that they were not activated. 

Mr. Farris. That is right. 

Mr. Puiturps. You are not saying they were closed, because some 
were not. 

Mr. Farris. No, sir. 

Mr. Puiuurps. I do not think you said that; I think that.is a state- 
ment that has been used rather freely and inaccurately. Your state- 
ment is that they are vacant because of a lack of funds. We know 
three of them were not vacant because of that reason. We have not 
had time to check all of them. 

So my question is did you make any attempt to check this or verify 
these statements before you handed out this list for publication. 

Mr. Farris. | believe I would have to answer that question in the 
affirmative, with respect to the material that was available to us at 
the time the committee studied this particular report. 

Admiral Boone. | want to say I signed that letter, and I asked 
that question very definitely of the staff. Thev assured me this was 
a result of the staff study. 

Mr. Puitures. Maybe you had better check up with your steff on 
the accuracy of the information it acquires. I think you yourself, 
Dr. Boone, are a little more cautious and a little more accurate. 

[ have a letter here from a Congressman who put that in the paper 
in which vou say, quite properly, in regard to the hospital beds: 

It is estimated that a minimum of 2,393 beds are not in use because of the lack 
of funds to employ the necessary personnel to be activated. 

But you say also 


It should be realized that the activation of additional operating beds at any specific 
location is subject to the constant fluctuation in recruitability of skilled profes- 
sional and technical personnel we need. 


That is the only point the committee is trying to make—is that in 
some of these instances it is a question of the great difficulty in getting 
personnel. 

Mr. Jonas. This is not in my district, but I am interested in it. In 
the 114,315 to which reference has been made all afternoon, were the 
973 proposed beds at Salisbury included? 

Mr. Farris. Yes, sir. 


USE OF CONSCIENTIOUS OBJECTORS AS ATTENDANTS IN HOSPITALS 


Mr. Jonas. I do not know whether this is the proper time, Mr. 
Chairman, to go into the orderlies proposition or not. 

Mr. Puiturpes. Perhaps we might as well mop it up. 

Mr. Jonas. Have you made any effort or have vou considered the 
possibility of making any use in veterans’ hospitals in any capacity of 
conscientious objectors? 

Mr. Stiruie. I would like to say this, that back in 1940 or 1941, 
I believe it was, shortly after the Selective Service Act went into effect, 
we tried out at Lyons, N. J., an experiment in using conscientious 
objectors. 1 think the record will show in the Department of Medicine 
and Surgery just exactly how successful that was. 





In regard to the question which you present today, I do not know 
whether Admiral Boone has been approached on that by Genera! 
Hershey or not. 

Mr. Jonas. Has Admiral Boone approached General Hershey about 
it? That is what I am asking, because we are spending money in here 
hiring orderlies, and you ask us or the C ongress or the taxpayers to 
supply you with a high ratio of employees per patient, and I am just 
inquiring whether you have given any consideration to the use of 
conscientious objectors in any capacity around veterans’ hospitals. 

Admiral Boone. I can speak very personally on this subject. 1 
was born a Quaker, and you know Quakers do not believe in military 
service. But my record will indicate that I do not subscribe to that 
sort of theory. I can say this, that I have nothing but the highest 
respect for the tenets of the Quaker society, for the faith, and my 
family i is still of it. The veterans and military men whom I know feel 
the same as many military people. A lot of them will no doubt object 
to conscientious objec tors waiting on them. 

Mr. Jonas. Do not you have a lot of positions that would not 
involve waiting on people? 

Admiral Boone. I thought vou were talking about attendants. 

Mr. Jonas. I mean in any capacity around hospitals. 

Admiral Boone. Oh, you can put them in the boiler plant, no doubt, 
and around the maintenance of buildings. I do not know how Colonel! 
Dryden feels about that. I have no objection. I would be perfectly 
willmg, when I am sick, to have a conscientious objector take care 
of me. 

Mr. Jonas. They would not necessarily have to know they were 
conscientious objectors, so far as that is concerned. 

Admiral Boone. I have lived long enough—lI have lived to 64 years 
now—and I daresay there are many secrets in my life that have been 
discussed by the military very much before I retired 2 years ago about 
the use of conscientious objectors and that I personally have a biased 
opinion, having come from Quaker stock. Maybe somebody else who 
had not the same religious beliefs can answer that question 

Mr. Jonas. I just offer this observation about it. I would not 
want to subject a conscientious objector to any physical violence from 
people who resent them, and I can unde rstand how resentment would 
creep in—but, at the same time, I do not think we ought necessarily 
to give in to a feeling on the part of inmates in these hospitals. We 
are going to have to strain pretty hard to supply them with the sort 
of services they feel they are entitled to and which | think they are 
entitled to, and I certainly think it would be worth giving considera- 
tion. We asked General Hershey about it, and he has men available 
in large numbers and no place to use them. 

Admiral Boone. Since you have been questioning me on the sub- 
ject, my memory has returned a little bit about Colonel Eanes on Gen- 
eral Hershey’s staff who talked to me sometime back, and I think 
there is some investigation in progress and, if my recollection is cor- 
reet, be asked us not to do anything further until we heard from him 
I would like to check up on that. 

Mr. Krueracer. I would like to direct a question to Mr. Stirling. 

Were any hospital beds closed in North Dakota in 1953 for lack-of 
funds? 

Mr. Farris. Yes, sir. 
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Admiral Boons. Mr. Chairman, while he is looking that up, might 
[ have permission to put something in the record that I think would 
be helpful to the committee—some comments concerning the essentia! 
importance of consultants and attendings to the VA medical program? 

Mr. Puiures. I think that. might be helpful. 

(The matter referred to follows:) 


May 13, 1953. 
To: Deputy Chief Medical Director. 
From: Chief, Professional Technical Section, professional service. 
Subject: Comments concerning the essential importance of consultants and 
attendings to the VA medical program 

1. In reference to our discussion concerning the utilization of consultants and 
attendings, the following comments are submitted: 

A. The progress made in the past 7 years by the Department of Medicine and 
Surgery of the Veterans’ Administration and the resultant high standard of 
medical care rendered to patients in VA hospitals are primarily due to the interest 
and participation of the best professional men in the country. The great majority 
of these top-flight specialists have been willing to devote their time to the cari 
of veterans as a public service. The pecuniary remuneration that these spe- 
cialists receive as consultants and attendings in no way adequately recompenses 
them for the time and services they render to our veteran patients. Without 
the services of this group, the medical program of the VA would retrogress to 
where it once was—an object of public criticism, professional disdain, and con- 
gressional investigation; the standard of treatment would fall to a deplorably 
low level; the training and research programs which now stimulate and enhance 
the highest type of medical care would be eliminated. 

B. According to the Manpower Commission, the current medical requirements 
of the country cannot be met by the existing complement of physicians. Quali- 
fied specialists in various specialties and subspecialties of medicine are in a very 
short category Due to this nationwide shortage in many categories of specialists 
and aggravated by the disadvantageous pay scale of the Veterans’ Administration, 
the Department of Medicine and Surgery has been unable to recruit as full- 
time physicians the number of specialists necessary to care for the needs of the 
veteran patient load. Consequently, the level of patient care has been main- 
tained only by virtue of excellent services of consultants and attendings. 

C. In the small VA hospitals, it is not only impossible to recruit but uneconomi- 
cal to employ full-time physicians representing all the various specialties and 
subspecialties. Such hospitals are too small and too isolated to attract qualified 
specialists; furthermore, the workload by subspecialty may not warrant the 
assignment of a full-time specialist. In these hospitals the following types of 
specialists may, therefore, not be represented on the full-time staff: 


Thoracic surgeon Otolaryngologist 
Neurosurgeon Neurologist 
Urologist Psychiatrist 
Opthalmologist Pathologist 
Orthopedist Anesthesiologist 
Radiologist 


Nevertheless, patients with various emergent conditions are admitted to these 
small hospitals and often need the services of one or more of the above-mentioned 
specialists. Under such circumstances, the only means by which these patients 
can receive the necessary specialized care is by the use of consultants and/or 
attendings in the respective specialty or specialties. 

D. In certain of the larger VA hospitals, due to the inability to recruit physicians 
representing specific specialties, consultants and attendings must be utilized to 
supplement the existing staff in order that we may render adequate patient care. 
In other large hospitals, where there is only one full-time physician covering an 
active specialty, consultants and/or attendings are used to assist the full-time 
specialist and to cover the specifie specialty when he is absent. 

Kk. As an example, the VAH, Richmond, with a full-time staff of 47 physicians, 
has only 18, or 38 percent qualified specialists holding board certificates. The 
variety of disease categories occuring in such a hospital with over a thousand 
beds requires the services of some 27 different specialty or subspecialty categories 
of specialists. Obviously, the 18 men on the full-time staff cannot adequately 
cover all of the 27 specialties required in such a general hospital, and must depend 
upon the supporting services of consultants and attendings. The specialties of 
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oracic surgery, ,opthaimology, and orthopedic surgery are not covered by full- 
ime staff members. The large group of patients in these three categories are 
tally dependent upon the services of consultants and attendings. For fiscal 
ear 1952 the per diem cost at the VAH, Richmond, amounted to $19.68. Of 
his cost, the proportion chargeable to consultants and attendings was 2.5 percent 
r 50 cents for each $20. Attending and consultant service at this rate is relatively 
\ite insignificant and represents one of the greatest bargains the VA receives. 
F. In the activation of new hospitals, it is extremely uneconomical to open 
ith a full complement of specialists despite the fact that the first patient ad 
itted may require the services of one or more specialists not represented on the 
full-time staff. Thus, we must depend to a considerable extent on the services 
f consultants and attendings 
G. As scientific and medical research progresses, there ensues an increasing 
omplexity in the nature of medical diagnosis and treatment and a concomitant 
crease in the number and types of specialistic personnel specifically trained in 
hese newer methodologies. The use of radioisotopes in the diagnosis and treat- 
nent of disease, cardiac surgery, pulmonary surgery as well as other numerous 
recently developed techniques and procedures have evolved a host of new spe- 
alties and subspecialities and have consequently augmented the field of consult 
int personnel not only in the VA but in the civilian practice of medicine as well 
lo deny any veteran the advantages of medical progress would surely be a sad 
lection upon our country. The number of consultants should not be a matter 
concern. The number of visits and/or the amount of money paid for con- 
iltant and attending services are the only criteria that should be used in consid- 
ring the extent of their utilization Ten consultants coming once a week make 
e same number of visits and cost the same as one consultant coming ten times 
1 week As of December 31, 1952, there were 7,818 consultants and attendings 
yn the roll of the Veterans’ Administration including central office, area offices, 
regional offices, domiciliaries, and hospitals Of this number only 5,963 were 
ilized during the 6-month reporting period ending December 31, 1952, and at 
at there is a certain element of duplication due to the same individual being 
eported a number of times as a result of multiple appointments 
The number of visits made by consultants and attendings depends on several 
ariables 
1. Size of hospital 
2 Location of hospital-—isolated or not 
Diversity of specialized beds 
Patient load 
5. Availability of full-time staff 
6. Availability of consultants and attendings 
Specialized treatment centers 
8. Extent of research. 
9. Extent of training program 
[The number of consultants and attendings, the number of visits made, and the 
amount of funds expended for their utilization are under constant check. 
On appointment 
a) At affiliated hospitals.—The need for the services of specific attendings and 
nsultants is substantiated by the Deans committee and the manager 
b) At nonaffiliated hospitals —The need for the services of specific attendings 
id consultants is substantiated by the manager and the area office consultant 
the respective specialty. 
c) Any exceptions to requirements for appointment or in regard to fees or 
annual limitations must be substantiated by the manager and the area office, 
ind approved by eentral office 


?, Reappointment 


Consultants and attendings are reappointed each fiscal year This permits a 
reevaluation of the individual consultant and the extent of his utilization and value 
to the Department of Medicine and Surgery 


Rudget request 

Each quarter stations must submit detailed justification for their requests for 
funds for consultants and attendings for the ensuing quarters, showing the name 
of each consultant and attending, the specialty, rate of pay, and the number of 
necessary visits. This is reviewed by the Professional Service and Research and 
Edueation Service in case of physicians and by the Dental Service in case of 
dentists and determination made as to the amount of funds to be allocated to the 
specific station 
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Semiannual revieu 

Each station reports to the area office and to central office the name and specialt 
of each consultant and attending on the rolls during the 6 month period, indicatin, 

isits, and total amount of money received by each during 

ie reporting period. From this report, average and comparative costs ar¢ 
computed 

As an isolated figure, the $3,861,088 paid to hospital attendings and consultant 
during the first 6 months of fiscal vear 1953 may appear to be a considerable sur 
of money, but when evaluated against the extent of the VA hospital program whic 
on December < ‘onsisted of 157 hospitals and centers with hospital activities 
which during the reporting period provided 17,900,000 patient-dayvs of care, thi 
total cost becomes relatively insignificant During this period we contracted for 
the services of 6,302 hospital consultants and attendings, of whom 4,764 actuall 
provided caré ‘he average amount of money received by each hospital co: 
sultant and attending during this 6-month period was $810. The total per patient 
day cost of all kinds of hospital care was $13.74, of which only $0.22 went for the 
services of the consultant and attending. The actual cost per patient under 
treatment for consultant services over the 6-month period was $12.37. Compar 
to the cost of comparable consultation services in civiliar practice, this is a very 
minimal fee 

H. In order to show the extent of necessary use for consultants and/or attend 
ings, the following data concerning two specialties is outlined, although the sam« 


i 
rate of pay, number of v 


+} 


situation exists in regard to other specialists Some of the hospitals on the follow 
ing list have been without the respective specialists for several vears: 

1) Due to inability to recruit full-time radiologists, the following hospitals 
depend entirely on consultants and/or attendings for entire coverage of their 
radiological service 

G M and S 


sig Spring, Tex Jackson, Miss 
Boise, Idaho Lineoln, Nebr 
Sutler, Pa Louisville, Ky. 
Dwight, Ill Miles Citv, Mont 
Erie, Pa Minot, N. Dak 
Fort Thomas, Ky Nashville, Tenn. 
Fresno, Calif Reno, Nev. 

Grand Junction, Colo. Saginaw, Mich. 
Grand Island, Nebr Omaha, Nebr. 
Iron Mountain, Mich Sioux Falls, 8. Dak 


TB 
Memphis, Tenn Waukesha, Wis 
NP 


Augusta, Ga Knoxville, lowa 
Bedford, Mass. Lexington, Ky. 
Canandaigua, N. Y Marion, Ind. 
Chillicothe, Ohio Roanoke, Va. 
Danville, Ill. Roseburg, Oreg 
Fort Custer, Mich St. Cloud, Minn. 
Fort Meade, 8. Dak Sheridan, Wyo. 
Gulfport, Miss Tuscaloosa, Ala. 


(2) Due to inability to recruit full-time pathologists, the following hospitals 
depend entirely on consultants and/or attendings for entire coverage of their 
laboratory service: ; 

G. M. and 8. 


Albany, N. Y Fargo, N. Dak 
Alexandria, La Hot Springs, 8. Dak 
Altoona, Pa. Martinsburg, W. Va. 
Amarillo, Tex Muskogee, Okla. 
Bath, N. Y. Omaha, Nebr. 
Boise, Idaho Phoenix, Arix. 
Cheyenne, Wyo. Seattle, Wash. 

Erie, Pa. Temple, Tex. 





Fort Bayard, N. Mex 
Kerrville, Tex. 
Livermore, Calif. 


American Lake, Wash 
Augusta, Ga 

Bedford, Mass 
Chillicothe, Ohio 
Danville, Il. 

Fort Custer, Mich 
Fort Meade, S. Dak 
Gulfport, Miss 
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TB 


Rutland Heights, Mass 
Sunmount, N. ¥ 
Walla Walla, Wash 


NP 


Lyons, N. J 
Murfreesboro, Tenn 
North Little Rock, Ark 
Perry Point, Md 
Roanoke, Va 
Roseburg, Oreg 

St. Cloud, Minn 
Waco, Tex 


Knoxville, lowa Sheridan, Wyo 


Lincoln, Nebr J. H. Smitu, M. D. 


CLOSING OF BEDS IN NORTH DAKOTA 


Mr. Farris. According to our records, Mr. Krueger, only 43 beds 
were closed at Fargo. 

Mr. Krurcer. And how many at Minot? 

Mr. Farris. Our records do not disclose any beds clesed between 
June 30 and December 31 in the hospital at Minot. 

Mr. Krueger. But there were 43 closed in Fargo? 

Mr. Farris. That is right. 

Mr. Puaruures. Your list shows 22. Will you straighten that out 
for Mr. Krueger? 

Mr. Farris. Those are beds to be restored, not closed because of 
the RIF. The question was how many were closed by RIF, and the 
inswer was 43 at Fargo. We indicate a restoration of only 22 as 
being required to care for the load at that particular hospital. 

Mr. Krurcer. At the present time? 

Mr. Farris. At the time the study was made. 

Mr. Krvuecer. I have information here that was given me on May 
8 at Fargo stating that they have 95 patients in beds and they have 
100 beds available in the hospital. That is, the hospital has 400 
beds and only 95 patients in that hospital, and 9 out of the 95 are 
service connected. And they have at the present time on the waiting 
list 121 non-service-connected. That is as of April 30. 

Mr. Farris. That is correct. 

Mr. Kruscer. And I[ have information from Minot that they 
have 162 beds in the Minot hospital and had 74 patients as of April 
30, and 6 of them are service connected. And here is what they say: 

We have had no difficulty concerning the budget requirements for the Minot 
Veterans’ Hospital. 


So money was not the question there at all; was it? 

Mr. Farris. Apparently not, sir, since no beds were closed in 
that period of time. 

Mr. Krunaer. It further states here—I wrote them about this: 


Answering your last paragraph as to recommendations for making the hospital 
more attractive for qualified management personnel, I think the only feature 
lacking which would help us is in getting what are considered qualified medical 
personnel. 


Mr. Corron. They did not say to raise the salary or the pay of the 
doctors? 
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Mr. Kruecer. No; they did not say that. 

I receive, as well as do all members of the committee, a lot of 
letters and telegrams about restoring sufficient funds to reactivate these 
hospital beds. They say they have 162 beds at Minot and only 74 
are activated. [Reading:] 

We want you to see that there are enough funds appropriated so that we 
can reopen or open all of the hospital beds. 

It would not bring that about, no matter how much money we ap 
propriated ; would it? 

Mr. Harris. No, sir. 

Mr. Kruscer. There is another thing that puzzles me, and that 
is the statement made by Admiral Boone that the new facilities, the 
new hospitals and equipment, required more personnel to service 
than the old. ; 

Admiral Boonr. That is right. 

Mr. Krurcer. That is your testimony? 

Admiral Boones. That is right. 

Mr. Krurecer. It seems to me that, with any new structure o1 
new building with all of the up-to-date equipment, it would be quite 
the contrary. 

Admiral Boonr. No, as the programs are added to and new facilities 
are added, facilities which we did not have in the old hospitals, different 
kinds of laboratories and all sorts of things that we did not have 
before in the older hospitals, they require additional techniques to 
operate them, and it is an elaborated program to meet the times 
We are dealing with the 1953 situation, not that of 1950 or 1948. 

Mr. Krvurcer. In the Minot hospital we have 74 patients and there 
are 157 employees. 

Admiral Boongz. But we only have 3 physicians there. 

Mr. Krurcer. No; they say they have four. 

Admiral Boone. According to the last report there were three. 

Mr. Krurcer. In Fargo there are 95 patients and they have 237 
employees. That seems like an awful high ratio per patient. 

Admiral Boone. We have to have the basic staff, Mr. Congressman. 
That pulls your per diem costs away up if you have not the patient 
load. That is an unfortunate thing in all hospitals in these places 
where you cannot get a patient load. 

Mr. Krurcer. Why is there no reduction in personnel when 43 
beds were closed. 

Admiral Boonr. Mr. Farris says he has to go through some things 
to get that answer for you. 

Mr. Farris. Fargo lost 43 personnel. 

Mr. Kruecer. Forty-three personnel, and there were forty-three 
beds closed? 

Mr. Farris. It was really a loss of more than that. From their 
ceiling which was their employment limitation figure of 301 they were 
frozen at a strength of 285 on August 5, and there was a subsequent 
reduction from that of 43 people, or a net loss of 59 from their ceiling 
level, which resulted in a loss of 43 beds. 

Mr. Puruuies. Will you straighten out the question of whether those 
were lost by any reduction in force, or whether they were lost by the 
inability to get the necessary surgical staff? Will you straighten that 
out? 
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Mr. Farris. Yes, sir. The loss was the result of the reduction in 
force upon review of the hospitals as to where we could best take beds 
out of operation. 

Mr. Patties. That is not quite the answer, that is not the point 
The point is did vou take them out at Fargo because that was the 
place they did not have a surgeon, and, therefore, those beds could 
not have been filled even if you had the money? Would you have 
taken them out somewhere else rather than at Fargo if Fargo had been 
fully staffed? In other words, information comes to us that the 
difficulty at Fargo is primarily one of getting a surgeon to replace a 
surgeon who left. Maybe Dr. Boone can explain that. I think if 
that is the case then you are not giving a complete answer to Mz: 
Krueger. 

Mr. Farris. The personnel that were taken out of Fargo were 
taken out on the basis that the beds there were not needed because of 
the potential load in the area of that particular hospital 

Mr. Parturpes. You mean that you did not have enough patients? 

Mr. Farris. That is right, sir. 

Mr. Putuures. Is that the answer? 

Mr. Krurcer. That is all right. Why were there not anv beds 
closed in Minot? 

Mr. Farris. Because Minot, at that time had a staff on hand for 
operation of the minimum number of beds, and that number of beds 
would provide for the average patient load that had been experienced 
in the past 6 months or a vear. In other words, their load would be 
up to their operating bed level 

Mr. Kruncer. Do you cooperate with or have the managers in 
close proximity, and Minot and Fargo are about 250 miles apart, to 
transfer patients from one hospital to the other? 

Mr. Farris. That is under the control of the area medical director 
He has the authority to shift patients if he can get the patients to go 

Admiral Boonr. I have learned that there are two things you 
cannot do on this job. The first is you cannot order people to go 
where they do not want to go, and you cannot move patients to where 
they do not want to go. 


NUMBER OF BEDS CLOSED IN ALABAMA 


Mr. Anprews. What can you tell me about the State of Alabama? 
Did you close any beds down there because of the lack of funds during 
the last fiscal year? 

Mr. Farris. The beds closed in Alabama were 22 in Tuscaloosa, 
and 147 at Tuskegee. 

Mr. Anprews. Due to lack of funds? 

Mr. Farris. As a result of reduction in force. 

Mr. Anprews. That is due to a lack of funds, is it not? 

Mr. Farris. Which implies a lack of funds, yes, sir. 

Mr. AnprEews. What do you plan for next year? It depends on 
how much money you get? 

Mr. Farris. Yes, sir; that is entirely correct. 

Mr. ANprREews. When did you open at Birmingham? 

Admiral Boonr. About 2 months ago. 

Mr. AnprREws. How many beds do you have there? 

Admiral Boons. Five hundred beds. 

Mr. Anprews. This chart shows 487. 

Admiral Boone. We classify that as 500. 

Mr. AnprEews. How many of those beds are in operation now? 
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Mr. Farris. Eighty beds at the present time. 

Admiral Boons. Yes. 

Mr. Anprews. Eighty beds? 

Mr. Farris. Yes, sir. 

Admiral Boons. It takes about a year to activate a hospital. 

Mr. Anprews. Why have you not opened any more than 80 beds? 

Admiral Boone. That is due to obtaining the staff, 

Mr. Anprews. Is that due to lack of funds? 

Admiral Boone. It is just the normal activation. 

Mr. Anprews. The normal activation? 

Admiral Boont Yes. 

Mr. ANprews. When do you expect to have the hospital in full 
operation? 

Admiral Boones. In about a year. It is just like putting a ship into 
commission. 

Mr. Anprews. Did you prepare this chart, Admiral? 

Admiral Boone. No, sir. 

Mr. ANnprews. From where did this chart come? 

Admiral Boone. Our staff. General Gray had that admitted into 
the record. 


NUMBER OF HOSPITALS TO BE OPERATED IN 1954 


Mr. Anprews. I would like to have you tell me, if you will, how 
many hospitals you will have in operation on the Ist of July 1953? 
Admiral Boone. Syracuse will be in in mid-June. That will be 


the 162d hospital. 


Mr. ANprews. So, on the Ist of July 1953 you will have 162 
hospitals? 

Admiral Boone. Yes, sir. 

Mr. Anprews. What will the bed capacity of all those hospitals 
be? 

Mr. BiceLtow. 122,795. 

Mr. ANprews. According to this chart which I have looked over 
vou have listed groups of hospitals, tuberculosis hospitals, 21 with the 
only new one at Baltimire, showing the total number of constructed 
beds to be 12,154. 

Mr. Sriruine. Those are tuberculosis hospitals. 

Mr. Anprews. Yes. Is that number right? 

Mr. StrruinGc. Yes, sir. 

Mr. Anprews. Then you list the average number of operating 
beds as 9,073, and the average daily patient load as 8,020, and then 
you show that the total cost of operating these beds would be 
$51,301,633. 

Then under the NP hospitals you list 34 old ones and 5 new ones 
for a total number of constructed beds of 53,980, and the av erage 
number of operating beds as 52,726 with an average daily patient load 
of 49,700. Is that correct? 

Mr. Stirtine. That is correct. 

Mr. Anprews. Then you estimate the total cost of operating these 
39 NP hospitals for the fiscal year 1954 to be $171,175,123; is that 
correct? 

Mr. Strruinc. That is correct. 

Mr. Anprews. And then you list here 100 old G. M. and 5S. hospitals 
plus 20 new G. M. and 3S. hospitals, showing the total number of beds 
constructed to be 71,062, with an average number of operating beds 
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in those 120 hospitals to be 52,516, and you estimate the average 
daily patient load in those 120 hospitals to be 44,269; is that correct? 

Mr. Sriruine. That is correct. 

Mr. ANprews. Then you estimate the cost of operating those 
120 G. M. and 5. hospitals for the fiseal year 1954 to be $346,023,559, 
is the correct? 

Mr. Srrrumna. Yes, sir. 

Mr. Anprews. Then in addition to that your chart shows that you 
have constructed beds in domicilliary institutions, totalling 19,629 
beds with the average number of operating beds to be 17,810, ahd 
the average daily patient load in those dormitories estimated to be 
17,282, is that correct? 

Mr. Sriruine. That is correct. 

Mr. Anprews. And you estimate the cost of operating those 
domiciiaries for the fiscal year 1954 will be $20,668,040. Is that 
correct? 


Mer. Stirume. That is correct 


rOTAL NUMBER OF HOSPITAL AND DOMICILIARY BEDS TO BE OPERATED 
IN 1954 


Mr. ANprEWws. Now, according to my figures you have constructed 
beds for 1954 in the total of these amounts shown on these sheets, 
156,825. Is that correct? 

Mr. Srrruina. That is correct. 

Mr. ANprews. Which iacludes hospital beds and domiciliary beds. 

Mr. Sriruine. That is correct. 

Mr. Anprews. Is that right? 

Mr. Sriruina. That is correct. 

Mr. Anprews. In other words, the VA has at the present time 
156,825 beds that can be used for hospital purposes? 

Mr. Srrrune. Including those coming in in 1954. 

Mr. Anprews. Including those? 

Mr. Sriruina. Yes, sir. 

Mr. ANprews. That is the sum total of these hospitals shown on 
these sheets I have asked you about. So that then you will have at 
the end of 1954, or when these new hospitals are finished, you will 
have a total bed capacity in hospitals and domiciliary facilities, a 
total of 156,825 beds. 

Mr. Sriruine. Yes, sir. 

Congressman, may Colonel Dryden make a comment on that for 
just a second? 

Mr. ANpREws. Yes, sir. 

Mr. Drypen. The figure given is at the close of the fiseal year. 

Mr. ANprRews. 1954? 

Mr. Drypen. Yes, sir. 

Mr. Anprews. At the end of 1954 vou estimate you will have a 
total number of operating beds, according to my figures, of 132,125? 

Mr. Srirtinc. That is the average number of operating beds during 
the vear. 

Mr. Anprews. That is just hospital beds? 

Mr. Stiruine. No, that is all beds, domiciliary and hospital. 

Mr. Anprews. Domiciliary too? 

Mr. Sriruine. Yes, sir. 


32490—53— pt. 1———39 
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Mr. Anprews. In other words, you figure at the end of the fiscal 
year 1954 that you will have a capacity of 156 825 beds, and of that 
number there will be 132,125 operating? 

Mr. Ovo. That is the average. 

Mr. AnpreEws. The average operating? 

Mr. Opom. Over the year. 

Mr. Anprews. I have the average daily patient load added up 
which you anticipate for 1954. 

What is the difference between a constructed bed and an operating 
bed? 

Mr. Strrirmne. Colonel Dryden. 

Mr. Anprews. What is that, Colonel? I would like to know. 

Mr. Drypen. Let me take an example. On your first sheet 
domiciliary you have the Clinton, Iowa, item which has constructed 
beds, 1,500, and the average number of operating beds, 500. 

That hospital was taken over as a domiciliary facility by an act 
of Congress to operate on the basis of 500 domiciliary beds. 

Mr. ANpreEws. But you could expand it to 1,500, is that right? 

Mr. Drypren. That is the indication, sir. 

Mr. Anprews. In other words, you have a big building there that 
could accommodate 1,500 beds, but the VA took it over to operate 
500, is that right? 

Mr. DrypvEeNn. We were directed by the Congress to take that facility 
over and operate it at 500 beds for providing domiciliary care. 

Mr. ANprEws. Have you ever operated more than 500 beds at that 
facility? 

Mr. Drypen. No, sir. 

Mr. Anprews. That is all you care to operate there? 

Mr. Drypen. I think I may be talking a little out of turn, but I 
think that would be all we are authorized to operate. 

Mr. Anprews. I gather, then, that the total number of authorized 
beds is as showr here by the figures of 132,125; is that right? These 
figures show that at the end of 1954 you will have 156,825 constructed 
beds, and 1: 32,125 operating beds. What do you mean by that? 

Admiral Boonr. That is the average number estimated to be in 
operation throughout the year. 

Mr. Anprews. How many did this revised budget give you in 
operating beds? As I understood it it was 102,370? 

Admiral Boonr. That is the average daily patient load. 

Mr. Bigetow. It is 109,207 average operating beds permitted 
within funds allowed. 

Mr. Anprews. Out of how many? 

Mr. Biestow. 127,576 authorized. 

Mr. Anprews. Off the record. 

(Discussion off the record.) 

Mr. Biaetow. That is the shell capacity. 

Mr. Anprews. Of constructed beds? 

Mr. BiaeLow. The shell capacity is what the activity was originally 
planned for possibly long before the VA ever took.it over. The con- 
structed bed, however, is designed as a basic number of the hospital or 
dimicilary beds contained in hospital buildings under normal con- 
ditions for patient occupancy in accordance with the building design 
and construction requirements as specified jointly by the Department 
of Medicine and Surgery and the construction department. 
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Generally speaking, there are several things to be considered with 
regard to Veterans’ Administration capacity: 

(a) Congressional authorization: This is, of course, the maximum 
number of beds according to congressional authorization which may 
be put into operation at any time. 

(6) Constructed beds: These I defined a moment ago as the number 
of beds within a hospital plant which may be used for patient oceu- 
pancy under normal conditions. The constructed capacity may vary 
from the congressional authorization by a small number because of 
architectural design or because of the permanent diversion of bed 
space to nonpatient use. 

(c) VA authorization: Of total constructed capacity of a hospital, 
the central office with Budget Bureau approval specifies a certain 
number as the maximum which may be normally used as a given 
hospital. This number will agree with the congressional authoriza- 
tion unless emergency capacity is present or unless bed space has 
been permanently diverted to nonpatient use. 

(7) Operating beds: This is the number of beds which, at any 
point in time, are actually staffed and set up for the care and treat- 
ment of patients. 

In round numbers, our congressional authorization is 131,000. 
At the time that our construction program is completed, we may 
expect about 128,500 constructed beds which should represent the 
VA authorization, and all of these beds should be in operation subject 
only to the availability of staff and of appropriation by the Congress. 

Mr. ANpbReEws. So, then, according to the physical buildings and 
property the VA has under its operation and construction at the end 
of 1954, 156,825 beds? 

Mr. BiaeLow. No, sir, because in the meantime many of those 
places have been converted to other uses. For example, in Dublin, 
Ga., the Navy had more than 1,500 patients down there. It could 
still take 1,000 patients, but the VA has never operated at more than 
500. 

Mr. Anprews. You have it listed here as 900 constructed capacity. 

Mr. Mr. Biertow. That is right. 

Mr. ANpDrReEws. Operating beds, 403. 

Mr. Biaetow. That is right. 

Mr. Anprews. With a daily patient load of 330. 

Mr. BiaeLow. Yes, sir; we are using only 500 of this constructed 
capacity. 

Mr. ANDReEws. You list here only 403. 

Admiral Boonr. Mr. Congressman, take Framingham, No. 98, 
under ‘‘General medical and surgical.’’ That was acquired from the 
Army, a hospital of 1,400 beds, and we are stepping out of that in the 
next few months after the conversion of West Roxbury has been 
completed for paraplegics. We will turn that hospital back to the 
Army. So, those are included, but we will not have those at the end 
of 1954. 

Mr. Anprews. What I would like of you, Admiral, is this: At the 
end of the fiscal year 1954 how many beds will there be available that 
the VA can use for the purpose of treating patients? 

Admiral Boone. You mean that we consider as constructed bed 
capacity or operating capacity? 
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Mr. ANDREWws. Operating beds. As | understand it you say that 
the constructed bed just means the historical figure. How many beds 
will you have available for patients at the end ‘of the fiscal year 1954? 

Admiral Boone. If we have the money to operate them? 

Mr. Anprews. Leave the question of money out of it for the time 
being. 

Mr. BigeLow. 127,576 will be the total number of authorized beds, 
rather than 154,000. 

The building program contemplates a total of 131,000 beds, but 
the ‘‘shell” capacity, counting everything we have, amounts to much 
more than that. 

Mr. Anprews. According to my figures, the so-called ‘shell’ 
capacity or constructive beds amounts to 156,825? 

Mr. BicEeLtow. Yes, sir. 

Mr. Anprews. The operating beds, counting the domiciliary beds, 
would be 132,125? 

Mr. Bicetow. That is too high. It is 127,576. 

Mr. Anprews. These figures are not correct in here then. 

Mr. Brartow. They are going on the premise of construction of 
beds—the shell capacity. 

Mr. Yares. As I understand your figures, Mr. Andrews, your 
total operating beds—132,000 is the total ‘of the operating beds listed 
in that exhibit? 

Mr. BicreLtow. Yes, sir. 

Mr. Anprews. Including me iliary ope rating beds it is 132,125, 

Mr. Yates. Where does the 127,576 come in? 

Mr. AnprEews. With domiciliary beds you should have a total of 
132,125 at the end of fiscal year 1954? 

Mr. BiceLow. Yes, sir. 

Mr. AnpbreEws. Without inure ed beds—operating beds that 
is—you would have 114,315 

Mr. BiceLtow. Yes, sir. 

Mr. ANprReEws. | want to ask you this question: According to this 
sheet here and on the top of these lists of hospitals you estimate 
that the amount required for operating level for fiscal 1954 to be 
$589,168,355. 

Mr. BigeLtow. That is the figure I gave this morning, including 
domiciliary. 

Mr. Anprews. Is that the amount that is necessary for the Veterans’ 
Administration to operate these 132,125 beds? 

Mr. Stiruina. Yes, sir. 

Mr. Anprews. Which includes the operating beds in all your 
hospitals and your domiciliary facilities; is that right? 

Mr. Biaetow. Yes, sir, that is correct. 


HOSPITAL COST PER PATIENT IN 1954 


Mr. ANpREws. What was that figure per patient per day? Did 
you not tell me this morning it was over-all about $13? 

Mr. BigeLow. $13.31 in all hospitals during March 1953. 

Mr. Yarrs. You have to multiply $13.31 by 132,125. 

Admiral Boone. It will be more after July 1. It will be $14 
something. 
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Mr. ANDREWS. | wish you would supply for the rec ord, as best you 
‘an, the correct figure. 
Mr. Brertow. We will be glad to do that. 


Estimated per diem costs, fiscal year 1954, based on estimated eaurtrements 
of S489,168,8596 

NP hospitals 

rB hospitals 

G. M. and 8. hospitals 


All hospitals 


niciliaries 


Grand total 


Mr. ANDREWS. The revised budget carries a firure for the operation 
of these 132,125 beds of $543,971,200; is that right? 
Mr. BiceLtow. That is right. 

Mr. AnprReEws. Or a reduction of $45,197, 


Mr. Bigelow. Yes, sir. 


BREAKDOWN OF SERVICES INCLUDED IN HOSPITAL COSTS 


Mr. Anprews. In this amount of $589,168,355 is there any money 
in that figure for purposes other than the operation of a hospital? 

Mr. Srrrurna. No, sir. 

Mr. Anprews. How about your canteen service? Is there any 
money in there for that? 

Mr. Sriruina. No, sir. 

Mr. Anprews. Is there any money in there for special services? 

Mr. Stiruina. Yes, sir. 

Mr. ANprEws. How much? 

Mr. BiceLtow. We can supply that for the record. 

Mr. Sriruina. I do not think you can. We have not broken this 
down. 

Mr. Anprews. I would like to get a breakdown on it. I want 
to know what in this figure is requested for special services, for con- 
tact services and for every other service other than for hospitalization 
and the operation of those hospitals. I want to know how much 
it will cost to operate 132,125 beds for fiscal year 1954. 

Admiral Boone. We will get that. 

Mr. Stiruina. Discussion off the record. 

(Discussion off the record.) 

Mr. Anprews. I want it broken down to the bare bone, rather 
than to say what it costs to operate these hospitals and operate 
132,125 hospital beds, because you say that is the maximum you can 
use. 

Mr. Puiuups. Wait a minute. That is more than your authoriza- 
tion. Your authorization is 131,000 beds. 

Mr. Anprews. This figure includes domiciliary. 

Mr. Puiturps. You are not including contract beds? 

Mr. Anprews. This is purely VA hospitals and domiciliary insti- 
tutions operated by the Veterans’ Administration. This shows a 
total of 114,315 beds other than domiciliary and 17,810 domiciliary 
beds, for a total of 132,125. 
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Mr. Puriurps. Can you put in there the number of contract beds? 

Mr. Anprews. I will ge to that ina minute. Supply the figures for 
the record with this figure of $589,168,355, and subtract from that 
figure all costs for all services except the actual operation of those 
hospitals. Can you do that? 


Admiral Boone. That is a relative matter. 
i 


Mr. Paruuips. Will you define your term ‘“‘operation’’? 

Mr. Anprews. I would like for you to break it down into the 
terms of the cost of operating those hospitals, including special services, 
the finance service and supply. 

(The information follows:) 


Distribution of estimated needs for VA hospitals and domiciliaries by subprogram, 
fiscal year 1954 
8410 NP hospitals: 
8410 Manager’s office_--- d ..-. $2,086, 800 
" 8411 Administrative services___---_- ah I a 1, 519, 500 
8412 Finance : - , 279, 000 
8413 Personnel ae Faleee a 228, 300 
8414 Special services : 7 4, 255, 000 
8415 Contact : > Pe eee wate 415, 500 
8416 Medical__-__- : wisn gnome) A SA eeo 
8417 Supply-_-- aa is , 901, 700 
BEES. RIMEGY « = seatinenenae i taless Sel colaiion 596, 000 
8419 Repair, alteration, improvement, or 
facilities_____- . psOeule. 5, 477, 000 


Subtotal, 8410 neh: r 175, 123 
TB hospitals: 

8420 Manager’s office__.________-- Ti hk b< ‘ 911, 700 
8421 Administrative services 621, 300 
8422 Finance__-_-_ ‘ ; 756, 200 
8423 Personnel on 412, 300 
8424 Special services 3 SL > 1, 817, 500 
8425 Contact a ite a =e 168, 700 
8426 Medical__._._ _- nk 35, 148, 133 
8427 Supply 1, 007, 800 
BEE, UNM nn none nm « sien ah 8, 488, 000 

8429 Repair, alteration, improvement, or provision 
[eee SF Leb, ses : 1, 970, 000 


Subtotal, 8420 , : . 41, 301, 63 


8430 General medical and surgical hospital: 

8430 Manager’s office___- Ears 2. ; 5, 770, 500 
8431 Administrative services_ oo aiad 4, 467, 600 
8432 Finance_-_---_-- ia itp ad Sate ie 4, 449, 375 
8433 Personnel__-_- a : ' , 861, 800 
8434 Special services____- be. aud : 7, 045, 600 
8435 Contact_______-- : i =e ek 1, 514, 400 
8436 Medical--_--- .. 264, 146, 184 
8437 Supply_._...--- ae ca a 6, 667, 100 
I enc oe ete ‘ 43, 124, 000 
8439 Repair, alteration, improvement, 

facilities__ - ‘ Coe 977, 000 


Subtotal, 8430 


Total, hospitals 
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Distribution of estimated needs for VA hospitals and domiciliaries by subprogram, 
fiscal year 1954—Continued 


8500 Domicilarv care: 

8510 VA facilities: 
8510 Manager’s office $268, 800 
8511 Administrative services_. ; 4 278, 000 
8512 Finance 7 3€0, 000 
8513 Personnel 130, 000 
8514 Svecial services 852, 200 
8515 Contaet 4 : : ; ‘ 20, 400 
8516 Medical__. . iss 12, 778, 640 
8517 Supply . ; ‘ 651, 000 
8518 Utility 4, 375, 000 

8519 Repair, alteration, improvement, or provision of 

facilities . . z , ‘ 954, 000 


20, 668, 040 


Subtotal, 8510 


Total, hospitals and homes Li eae 589, 168, 355 


Mr. Anprews. You say, Admiral, for the sum of $589,168,355 
you can operate 132,125 beds in fiscal 1954, according to your figures 
here. 

Mr. BicreLow. We can operate how many? 114,315 is the number 
of beds we are going to operate. 

Mr. Anprews. According to this table you say you can. I am 
talking about NP hospitals, TB hospitals, G. M. and S. hospitals, 
and domicilliary. 

Mr. Bigetow. 114,315. 

Mr. Anprews. Which makes a total of 132,125? 

Mr. BiceLow. Yes, sir. 

Mr. Anprews. And you tell this subcommittee if they give you 
$589,168,355, you can operate these 132,125 beds? 

Mr. Bice.tow. Yes, sir; that is our plan. 

Mr. AnpreEws. I want you to show in the record what part of this 
$589,168,355 goes for special services and finance services and show 
just exactly what it will cost to operate the hospitals and nothing else. 

Mr. BicEtow. Yes, sir, we will break it down for you. 

(The information is included in the previous table.) 


SERVICE-CONNECTED CASES AWAITING HOSPITALIZATION 


Mr. ANpreEws. How many service-connected cases are awaiting 
hospitalization as of some recent date? 

Admiral Boonr. There were 3 as of April 30 and they have been 
admitted by this time. 

Mr. Anprews. As of the 30th of April there were 3 cases? 

Admiral Boone. Yes, sir; and we can get you where they are. 

Mr. Anprews. Is there any reason why they cannot be admitted? 

Admiral Boonr. They are probably all cleared up. We only 
give them a maximum of 11 days to get a service-connected case in 
the hospital. That is the maximum time. There are four steps 
through which the hospitalization of a service-connected case comes. 
We have the immediate hospital, the regional office, the area medical 
director and the central office. One or the other of these must effec- 
tuate the admission within 11 days. If the first cannot do it, then 
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the second must act and if he cannot do it, then the third and then 
the fourth and it has to be done in 11 days. 

Mr. ANprews. How many non-service-connected cases are await- 
ing hospitalization? 

Admiral Boone. About 24,834. 

Mr. Anprews. How many beds do you have in operation as of some 
recent date? 

Mr. Bicrtow. 109,072 as of April 30, 1953. 

Mr. SrerziinGc. Does that include domiciliary’ 

Mr. Brcetow. No, sir 

Mr. Anprews. How many do you have receiving domiciliary care? 

Mr. Bicetow. 17,000, or a total of 126,000. 

Mr. Anprews. You are operating 126,000 beds? 

Mr. Bicetow. Yes, sir. 

Mr. Anprews. Under this revised budget, what is the amount 
allowed for the hospital program? $543,971,200? 

Mr. Bicsiow. Yes, sir; that is right, including domiciliary services. 

Mr. Anprews. If you get that much money, how many beds would 
you be able to operate? 

Mr. Bigetow. 109,207 in VA hospitals. 

Mr. Anprews. Is that the number you have in operation today? 

Mr. Braztow. We have that number, plus domiciliary. 

Mr. Anprews. What is that? 

Mr. BrgeLtow. 17,810. 

Mr. Anprews. That is 127,017 beds? 

Mr. BiaeLow. Yes, sir. 

Mr. Anprews. You have that number in operation today? 

Mr. BigeLtow. Yes, sir. 

Mr. Anprews. And that is the number you could operate in 1954 
for this amount, if the budget is allowed, is that right? 

Mr. Braetow. Yes, sir. 

Mr. Anprews. There would be no increase in the number of hospital 
beds that can be operated in fiscal 1954 if this subcommittee and the 
Congress gives you the amount that is requested in the budget? 

Mr. Bicetow. That is correct. 

Mr. ANprews. What would happen to the new hospitals that are 
brought into existence during the next fiscal year. 

Mr. Strirumne. I think Admiral Boone, Congressman Andrews, 
made this statement: 


» 


I earnestly desire this committee to understand, after careful consideration, it 
is my professional judgment that the funds in the bill before you will not make it 
possible to staff the new hospitals now scheduled to be activated during fiscal 
vear 1954. 


Mr. ANprews. How many beds te you expect to bring in during 
fiscal 1954? 

Admiral Boonsr. There would be 8,675. 

Mr. Anprews. If you do not receive any more money than is 
contained in the revised budget, you cannot activate those 8,675 beds? 

Admiral Boones. That is right. 


NUMBER OF BEDS TO BE OPERATED IN CONTRACT HOSPITALS 


Mr. Anprews. How many contract beds do you have at this time? 
Mr. Farris. In the Truman budget we had 5,870, both Federal and 
non-Federal. 
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Mr. Anprews. How many do you have now under contract? 

Mr. Farris. We have 6,129 patients as of March 31, 1953. 

Mr. Anprews. Are there funds for the contract beds in this amount 
shown in this page here? 

Mr. Brartow. No, sir. 

Mr. Anprews. How much did you request in the 1954 budget for 
your contract bed program? 

Mr. Baker. The original request in the Truman budget was $20, 
583,100 and in the revised budget there is the sum of $17,783,100 

Mr. Puiuurps. That is about a $3 million reduction? 

Mr. Baker. $2,800,000. 


TOTAL BEDS OPERATED BY THE VETERANS’ ADMINISTRATION 


Mr. AnprEews. You stated a minute ago you had im operation 
109,207 hospital beds and 17,810 domiciliary beds, making a total of 
127,017, is that correct? 

Mr. BiarLow. Yes, sir 

Mr. Anorews. And you have 6,129 contract beds, is that right? 

Mr. Biegrtow. Yes, sir. 

Mr. AnpreEws. So, the total number of hospital beds occupied by 
patients and operated by the Veterans’ Administration, plus the con- 
tract beds is 133,146, is that right? 

Mr. Bigetow. That is correct. 

Mr. Anprews. The Veterans’ Administration has today in opera- 
tion a total of 133,146 hospital beds? 

Mr. Puiuurps. Today, or with the new hospitals? 

Mr. Anprews. Today. 

Mr. Putuurps. Is that right? 

Mr. Biertow. That is right, including contract beds 

Mr. ANprews. What is the total patient load as of some recent date 
for contract, domiciliary, and hospital? 

Mr. BiaeLow. 122,078. 

Mr. ANDrEws. What date is that? 

Mr. Biartow. March 31. 

Mr. Anprews. That i; a total of 11,068 beds that you have that are 
not occupied, is that right? 

Mr. BigeLow. Yes, sir. 

Mr. ANprEws. Why do you have that large waiting list of about 
26,000 now? 

Mr. Rosen. Those are primarily tubercular and psychotic patients 
for whom there is no bed capacity available. 

Mr. Anprews. That is really where your shortage of beds is, in the 
NP and TB hospitals? 

Mr. Rosen. Yes, sir. 

Mr. ANDREws. So, then, the funds, or lack of funds, do not enter 
into the picture do they? 

Mr. Rossen. Not exactly. 

Mr. ANpREws. How many beds did you close last year because of 
what you say was lack of funds? 

Mr. BigELow. 2,288. 

Mr. Anprews. How do you reconcile the closing of those beds with 
the fact you have 11,068 beds today that are not occupied? 
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Mr. BigrLtow. That was due to not enough appropriation to hire 
personnel to handle them. 

Mr. Anprews. If you had not closed those beds, you would have a 
larger surplus of e mpty beds? 

Mr. Bicetow. No, sir; we would have the patientload. 

Mr. Anprews. You have 11,068 empty beds today, have you not? 

Mr. BigeLtow. We run about that many normally, which is about 
10 percent. We have 90 percent occupancy, which is 5 percent more 
than the average. 

Admiral Boone. Eighty-five percent is considered by the American 
Hospital Association as normal occupancy, and we run from 96 per- 
cent down to &5 percent, or an average of about 90 percent or 91 
percent. 

Mr. Yates. In response to Mr. Andrews’ question, he asked you 
how many beds you could operate on the amount that the Bureau of 
the Budget had allowed you—namely, $543,971,200—and your answer 
to that was 109,207 

Mr. BicgeLtow. Yes, sir. 

Mr. Yates. If I understand your answer correctly, if you received 
$543,971,200, you can operate on the same scale of operation that 
you have been operating up to the present time with no cutdown in 
medical care and no cutdown in food, 127,017 beds; is that correct? 

Mr. Bicetow. Yes, sir. 

Mr. Yates. You thought you should be allowed to operate 132,125 
beds? 

Mr. BigEeLow. Yes, sir. 

Mr. Yares. Rather than 127,017 beds, is that correct? 

Mr. BicgeLtow. That is 109,207, plus the domiciliary, yes, sir. 

Mr. Yates. That would be a difference of 4,215 beds, is that correct? 

Mr. Puiturps. I do not think that includes the new hospitals, does 
it? 

Mr. Anprews. Yes, sir; the 132,000 plus does. 

Mr. Biartow. It looks like 5,108 is the difference. 

Mr. Yares. In other words, there is a difference between what the 
Bureau of the Budget has stated you should operate and what you 
want to operate of 5,108 beds. 

Mr. BigEeLtow. Yes, sir. 

Mr. Yates. In order to operate the 5,108 extra beds, you are 
asking for an additional amount of $45,197,200? 

Mr. Bieetow. That is correct; yes, sir. 

Mr. Puiuurres. Can I get those figures again so I can divide the 
total number of beds into them. 132,125 is the amount they say they 
can operate, and the number approved by the Bureau of the Budget is 
127,017, making a difference in authorized beds of 5,108. 

You want how much money to do that? 

Mr. Yates. To operate the 5,108 extra beds, they want $45,197,200, 
which is the difference between the amount that is in the third column 
there. 

Mr. AnpreEws. It is $45,197,155, to be exact. 

Mr. Yares. Does this include a request for dental care? 

Mr. Stiruina. No, sir. 

Mr. Yates. That is something else again. 

Mr. Srirurne. This is in-patient treatment and care only. 
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Admiral Boonr. It has nothing to do with clinical treatment. 

Mr. Yares. Under which department would that be? Would 
that be under your department, Admiral Boone? 

Admiral Boonn. Yes, sir. 

Mr. Yates. You have not yet taken that up before this committee? 

Admiral Boone. No, sir. 

Mr. Yates. On May 22 Congressman Teague, the ranking 
minority member on the Committee on Veterans’ Affairs, addressed 
a letter to the Veterans’ Administration containing certain questions, 
and he addressed a letter to me containing certain questions relating 
to this fund, and informed me he was mailing a copy to the Veterans’ 
Administration so it would not be taken by. surprise and advising it 
of the fact that the questions were being asked. I should like to ‘ask 
those questions. 

(Discussion off the record.) 

Mr. Puiuuips. Let me ask this question which I have been working 
on while you have been discussing this other matter. 

The statement was made this morning that the inpatient per diem 
cost per patient was $13.31. 

Mr. BiaEetow. Yes, sir. 

Mr. Puiuurps. Five thousand one hundred and eight patients at 
$13.31 a day is $24,824,000, and you are asking for $45,190,000. 
That is a little liberal on the request side. 

Mr. BiaeLtow. There are a lot of charges in that cost of mainte- 
nance that are not included in the $13.31. 

Mr. Moore. I do not have any figures on that, but you are going to 
have to divide that 3 ways, Mr. Phillips: You have to show 1 rate for 
the NP’s, 1 for the TB’s, and 1 for general; and you will have to work 
out this by the 3 groups to get the total amount. 

Mr. Yates. That would not alter the average rate. 

Mr. Moore. It will be more accurate to figure it on the three-way 
basis. 

Mr. Puitures. Your costly hospital is the G. M. and S. hospital? 

Mr. Moors. That is correct. 

Mr. Puiuurps. And the number that are being activated in that 
case and the number of additional beds you have testified to to Mr. 
Yates were only NP’s. My question was the G. M. and S. hospitals 
are the most expensive. 

Mr. Biaetow. Of the hospitals being proposed for next year, only 
three are NP hospitals. 

Mr. Puiuurps. And the rest are G. M. and S.? 

Mr. Bicretow. Yes. 


Turspay, May 26, 1953. 

Mr. Puitups. The committee will come to order. 

When we recessed last night, there was an understanding that Mr. 
Thomas would begin his questioning this morning and then he would 
be followed by Mr. Yates to conclude his questioning. But before we 
start, Mr. Cotton has 1 question and I have 1 legal point on which I 
would like some information. 

Mr. Cotton, will you proceed? 
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DENIAL OF ANY PROPOSAL TO CLOSE WHITE RIVER JUNCTION HOSPITAI 


Mr. Corron. Mr. Administrator, has it been announced that the 
hospital at White River Junction, Vt., will be closed as a result of the 
recent budget recommendations? 

Mr. Srrrure. It has not. 

Mr. Corron. Will it be closed? 

Mr. Srrrurna. No, sir. 

Admiral Boone. Predicated on funds for 1954, there will be, of 
course, a reconsideration of program reductions. If it would necessi- 
tate having closures, which we would deplore very much, I feel strongly 
that the Congress should be consulted as to where the closures should 
be made. I hope we will not have to come to that point. 

Mr. Corron. Have you indicated to anyone that White River June- 
tion hospital is one that would probably be closed? 

Admiral Boone. No, sir. 

Mr. Corron. You have indicated, however, that some hospitals 
will be closed if the budget as recently recommended is adopted? 

Admiral Boone. No, sir. 

Mr. Corron. You have not? 

Admiral Boone. No, sir. 

Mr. Corton. Well, now, I want this statement to go on the record 
rather carefully, Mr. Chairman. Here we are in the midst of a rather 
difficult and important task of dealing with this budget and trying to 
give time to it and long hours of hearing to studying the budget. 
Waiting on the telephone is the editor of my newspaper at home who 
called me up saying it has been announced that unless this committee 
increases the recommendations of the Budget Bureau, the White 
River Junction hospital will be closed and asking me to comment 
on it. 

[ have here a clipping from the Manchester, N. H., Union Leader, a 
paper with the largest circulation in my district. Under date line of 
“White River Junction, Vt.,” it says: 

Fred Hurd, commander of the local post of the Veterans of Foreign Wars, 
Sunday night called for a special meeting of the 250 members of his post along with 
all VF W members of neighboring posts who can attend, at 8 p. m., Monday night 
in White River Junction to protest the planned closing of the Veterans’ Adminis- 
tration hospital here 

Commander Hurd called the meeting by telephone from Montpelier where he 
was attending the Vermont State VFW encampment. He said the proposed 
closing was carried in the Sunday papers as a news release from Washington. 
Senator Ralph Flanders and others from Vermont were questioned at the State 
encampment Sunday but apparently did not shed much light on the proposed 
action 

\ spokesman for the VFW post in White River Junction said the hospital 
handles about 40 percent of the veteran patients from New Hampshire and nearly 
all of them in Vermont. He added that about 450 people in the Twin State Val- 
levy are employed at the hospital. 

The hospital was 1 of 6 that are scheduled for closing. 

What are the other five? 

Admiral Boone. There are no other five. I know nothing about 
that article, Congressman. I am not accountable for what people 
say in the newspaper. 

Mr. Corron. I am not asserting, Doctor, that you made the state- 
ment. 

[ would like to ask, Mr. Administrator, if anybody in this room 
representing your Administration knows if any statement that has 
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been made to the effect that either the White River Junction hospital 
will be closed or that any six hospitals will be closed? 

Mr. Svrr_inG. So far as the Office of the Administrator is concerned, 
Congressman, no such statement was ever issued. And if anybody in 
this room has issued a statement of that nature, let him say. 

Mr. Puitiirs. This is a clipping which I just handed to Mr. Cotton 
from the New York Times of Sunday, which specifically supports 
the statement quoted in the Manchester Journal, and the statement 
they make there is: 

Veterans’ Administration medical exrerts estimated today thet they would 


have to close 6 or 7 veterans’ hospitals as a result of cuts in their budget for the 


1954 fiscel vear, starting July 1. 

Thev were not ready to talk for the record, but their private calculations 
showed that 4,809 beds would have to be closed. These are in addition to 2,288 
beds already held inactive for lack of funds. 

Admiral Boonr. May I comment on that? 

Mr. Corron. May | finish my comment first? Then, of course, | 
would be glad to hear your comment. 

If this kind of pressure is being used for the purpose of browbeating 
this subcommittee into some action, | think it is the poorest possible 
tactics. As a matter of fact, in my opinion, you are shelling your 
own frontline troops. Of course, I have no right to state what they 
are here, but 1 have some very fixed ideas about this budget con- 
cerning veterans’ hospitals, and they are quite favorable to your 
point of view. Yet when | am trving to give this thing honest con- 
sideration, leaning over backward because of the fact | do not happen 
to be a veteran or a member of a veterans’ organization, I find myself 
awake half the night with telephone calls and people waiting on the 
telephone now waiting for my explanation of the proposed closing of 
a hospital which is practically in my hometown—5 miles from 
where | live—if this committee does not take certain action. 

Now, | hate to take action under a whip. I hate to have it go out 
that instead of taking action because I think it is a just and proper 
action to take and because the veterans’ welfare in this country 
requires it—and I assure you I am going to do everything I can for 
the veterans—but it is not a pleasing thing to find this subcommittee 
subjected to what to me seems strangely like political blackmail in 
the midst of the consideration of this budget and to have editors 
waiting on the telephone for me to give them an explanation of why 
a hospital is going to be closed because of the action of 7 men, of 
whom I am 1. 

And I would be interested, Mr. Chairman, to know where the other 
six hospitals are. It would be a great coincidence, Mr. Chairman, if 
the other six hospitals to be closed should happen to be located in, or 
adjacent to, the districts of the other members of this subcommittee. 

It seems to me, Mr. Chairman, this goes far too far for pure coinci- 
dence. Ido not think it was coincidence a year ago when the separa- 
tion slips of the personnel in the hospitals in my State and adjacent 
to my.district took effect at the close of the business day on November 
4, election day. It seemed to me at that time it was almost too much 
of a coincidence, and it seems to me now it is almost too much of a 
coincidence that on this day, Mr. Chairman, when this committee is 
dealing with this problem, it should go out, reputedly from the 
medical experts of the Veterans’ Administration that a hospital 
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practically in my home town will be closed if this committee does not 
bend itself to the will of somebody. 

Certainly I still want to be fair on this thing. I still want to vote 
for every single cent that is necessary. And my attitude, as I have 
said before, I think will be surprisingly satisfactory to some of you 
gentlemen. But I resent this thing from the very depth of my soul. 

Now, if you have any comments to make, Doctor, I would be very 
happy to hear them. 

Admiral Boonr. Mr. Chairman and Congressmen, Mr. Cotton’s 
resentment I do not think could compare to my resentment for the 
inference from this article. 

I have given explicit instructions to everybody in my office that 
nobody was to discuss this budget—and only five people i in my office 
knew about this—while we worked at studying the revisions. 

It is a great disservice, and I hope, Mr. Cotton, what you have said 
does not reflect on me in a personal way or in my official capacity. 

Mr. Corron. I am not trying to reflect on anybody. I am trying 
to find the facts. 

Now, I would like to know definitely for the record and in order 
that I may not mislead anyone: Has the possibility of the closing of 
hospital facilities as a result of the amount recommended by “the 
Bureau of the Budget been considered by your agency? 

Admiral Boonr. Has the amount 

Mr. Corron. Have you been considering the possibility of closing 
certain veterans’ facilities? 

Admiral Boone. I think Mr. Stirling would not mind my saying 
that the Administrator took the matter up with the Bureau of the 
Budget as a possibility. 

Mr. Corron. Have your considerations of this possibility reached 
the point where you have considered what hospitals might be closed 
in case any facilities have to be closed? 

Admiral Boone. In my own mind and in my conferences with 
Commander Bigelow, only if, and that would be predicated on the 
high cost, a small number of patients available in the area, staffing 
difficulties, and so forth—the criteria on which we predicated our 
study previously. 

Mr. Corron. Never mind about criteria, but have you discussed 
certain hospitals as being the ones to be closed? 

Admiral Boone. I have with me my Chief of Program Analysis 
staff, Commander Bigelow who made the particular analysis I mention. 

Mr. Corron. And is the White River Junction hospital one of those 
you have discussed with that idea in mind? 

Admiral Boone. I am not sure. I think it was one where the per 
diem costs were high and met those criteria. 

Mr. Corton. I beg pardon. 

Admiral Boones. All hospitals were considered, and it may be that 
was one. 

Mr. Corton. Let me ask, Commander Bigelow, have you discussed 
the possibility of closing the White River Junction hospital? 

Mr. BiaeLow. With Admiral Boone, no, sir; I have not—or any 
particular hospital. 

Mr. Corton. Or any one? 

Mr. Bieetow. No, si 
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Mr. Corron. Has the White River Junction hospital been by name 
designated or even mentioned among yourselves in the Administration 
as a hospital that likely would be closed if you did not get all of the 
funds necessary to run all of them? 

Admiral Boonn. That one as well as every other hospital. 

Mr. Corron. Has the White River Junction hospital been singled 
out In any way, shape, or manner in your deliberations as a hospital 
that would be closed? 

Admiral Boonr. As all others. 

Mr. Corron. Will you read the question? 

The Reporter (reading): 

Has the White River Junction hospital been singled out in any way, shape, or 

1anner in your deliberations as a hospital that would be closed? 

Admiral Boonr. Yes, sit 

Mr. Corvon, It has? 

Admiral Boonr. With all others. 

Mr. Corron. My question was has it been singled out; has it been 
designated as one of those hospitals. 

Admiral Boonn. No, si 

Mr. Corron. So at ae present moment is there or is there not any 
foundation for the report in my home district and town that their 
hospital is one that will be closed if any facilities should have to be 
closed? 

Admiral Boonz. There is no foundation for that. I do not know 
where they would get such information, because it has not been 
singled out. 

Mr. Corron. Is there the slighest foundation for it? 

Admiral Boone. I do not think so. 

Mr. Corron. Would you say definitely there is not? 

Admiral Boonr. Not from my office. If from anybody’s surmise, 
I do not know, but not from my office. 

Mr. Corron. Am I correct, so far as you know, that there is no 
foundation for any such report that this particular hospital will 
be closed? 

Admiral Boonz. I would say “Yes,” sir. And I would not have 
the slightest idea where any such information would come from as 
appears in this newspaper article. 

Mr. Corron. May I ask you, Mr. Stirling, am I justified in saying 
in a few minutes on the phone that there is no foundation what- 
soever for the report that the White River Junction Hospital is being 
considered as a hospital that would have to be closed? 

Mr. Stiruina. Yes, sir. 

Mr. Corton. Thank you. 


HOSPITAL BEDS IN OPERATION ON APRIL 30, 1953 


Mr. Tuomas. I want briefly to review this hospital program, Mr. 
Chairman. It won’t take too much time. - 

Admiral Boone, say as of October 1, 1952, how many hospital beds 
were in existence and how many were closed? I would like to have 
those in tabular form at this point in the record. 

(The information follows:) 





s of hospital beds on Apr. 30, 1952 


- | Not in Oper- 
In operation | ation 


Cuberculosis 8, 624 1,042 
Neuropsychiatric 50, 981 1, 700 
General medieal and surgery 49, 467 10, 852 


Total 109, 072 13, 594 
Domiciliary 17,710 437 


126, 782 14, 031 


Admiral Boonr. May we insert that in the record? 

Mr. Tuomas. | would like to have it now. Can we dig it out now? 
If the date of October 1 is not satisfactory to you, take it at some date 
between October and, sav, January 1 of 1953. Do you have some 
recent date? When do you make up your reports—on the first of each 
month? 

Mr. Rosren. Yes, sir. 

Mr. THomas. Say October 1, November 1, December 1, or January 

, 1953, will be all right. 

Mr. Rosen. I have it on April 30, Congressman. 

Mr. Tuomas. April 30 of what year? 

Mr. Rosen. 1953. There were 109,072 beds operated and 13,594 
not operated 

Mr. Tuomas. 13,594 against 109,072. What type are they; are 
they general medical, TB, NP, domiciliary, or contract beds, State 
and county beds, or how do you break that figure down? 

Mr. Rosen. That is just the story for VA hospitals. Would you 
like it by type of hospital? 

Mr. Tuomas. Yes; break it down 

Mir. Rosen. In the tuberculosis hospitals there were 8.624 operated, 
1,042 not operated; in neuropsychiatric hospitals there were 50,981 
operated, 1,700 not operated; in the general medical and surgical 
hospitals there were 49,467 operated and 10,852 not in operation. 

Mr. Tuomas. What about vour domiciliary homes? 

Mr. Rosen. 17,710 beds operated and 437 not operated. 


CANCELLATION OF CONTRACT BEDS IN 1953 


Mr. Tuomas. What about vour contract beds? 

Mr. Rosen. There the number of beds which are available is 
equivalent to the number of patients in beds. So the utilization of 
those beds in the main part is on a patient-for-bed basis. In private 
hospitals and State hospitals you do not necessarily have the bed 
allocation per se but an agreement with the hospital to care for a 
certain number of patients 

Mr. Tuomas. Then, sav for the preceding 90 days prior to April 30 
or 6 months prior to April 30, 1953, how many contract beds did vou 
cancel at your contract hospitals? 

Mr. Rosen. That figure we do not have with us. 

Mr. THomas. Do vou have an approximate idea? For instance, 
over at Philadelphia vou canceled out with the Navy a certain number 


P ] 7 1 4 7 
of beds during that period. 
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Admiral Boonr. Fou hundred 

Mr. THomas. Can you give me en epproximate idea 

Mr. Rosen. | doubt if it would | be of the order of more than 200 o1 
300. The latest figure we have for contract hospitals is around 
about 6,000. 

Mr. Tremas. Can you break that 6,000 figure down between 
private hospitals or other Governme hospitals vou hed contract 
with and State and county hospitals? 

Mr. Rosen. Yes, sir 

Mr. THomas. And vou say perhaps the greatest number of contract 
beds not operated tn the pe ‘riod of 6 months ; rior to AY nl 30 this veat 
is about 200 or 300? 

Mr. Rosen. I believe so. I have the entire patient load for March 
31 or, rather, the average daily occupancy for the country in connection 
with contract hospitals—6,186. 2,141 of those patients were in 
Federal hospitals. 


NUMBER OF BEDS CLOSED 


Mr. Tuomas. What would you say is the approximate total number 
of beds you had closed down in your domiciliary bomes? 

Mr. Rosen. None there 

Mr. THomas. None? 

Mr. Rosen. That is over that period. 

Mr. Tuomas. And about 13,500 in your regular Government 
hospitals—that is, G. M. & S., TB, and NP—about 13,000 beds; is 
that correct? 

Mr. Rossen. Yes, sur 

Mr. THomas. What was the occasion for closing those beds? 
Those beds were all in existence, | understand, and they had the 
furniture and equipment in the rooms. Is that correct? 

Mr. Rosen. Not in every case, Congressman, because in some 
instances these beds were in new hospitals which were opening 
according to schedule. 

Mr. THomas. That had not been activated? 

Mr. Rossen. Not fully activated. 

Mr. THomas. What number would you subtract, then, from the 
13,500 to give you a complete and accurate picture of your activated 
beds that you closed down? 

Mr. Rosen. I have those figures for March 31. There were on 
that date 12,698 beds in the category we are discussing in VA hos 
pitals, of which 7,890 were not available principally for lack of funds 
to employ re 

Mr. Tuomas. 7,890. That is the figure | am looking for. 

Mr. Rosen. 2.951 beds were not yet activated; 1,771 beds not in 
use by virtue of renovations, alteraticns, painting, and so forth, 
and 86 additional beds unoccupied for a variety of reasons 

Mr. Tuomas. Is that a satisfactory figure, then—-7,800 beds that 
had heretofore been occupied but are now unoccupied that you were 
obliged to close down, and you say that was on account of lack ot 
funds? 


Mr. Rosen. Yes 
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WIITHIN-GRADE PROMOTIONS IN 1958 


Mr. Tomas. Yesterday Chairman Phillips had a chart showing 
the emplovment list, and it showed that in Janvary, February, March, 
April, and May it began to rise, and it went to its highest figure of 
what? 

Mr. Pariurps. 108,23 

Mr. THomas. And that high period was in July. Then in August 
you cut it down to 106,847; in September to 106,918, and then you 
dropped it down to 104,064 in October. And I believe you stated 
your increase in pay amounted to an additional 1,800 to 2,000 em- 
ployees. Is that correct? 

Mr. Rosen. Yes, sir. 

Mr. Thomas. By virtue of what law did that increase in pay come 
about? 

Mr. Baker. That increase is generally attributable to within-grade 
promotions which are required by law after certain periods of 
satisfactory service. 

Mr. THomas. Do you agree to that figure that the increase in pay 
was equivalent to the employment or keeping on the payrolls of some 
1,800 to 2,000 employees? 

Mr. Baker. I think that is approximately correct, sir. 

Mr. Tuomas. Of your total funds, what part did that increase 
amount to? 

Mr. Baker. I would have to make a computation of that. I 
cannot tell offhand. 

Mr. Tuomas. For a rough computation, it is about 2 percent? 

Mr. Baker. Roughly, it is about $7 million, I would estimate, or 
the annual salaries for 2,000 employees as a rough approximation. 

Mr. Tuomas. Ten percent of your employees would be roughly 
about 10,900 and 2,000 would be about 2% percent for all practical 
purposes. We can agree on that statement? 

Mr. Baker. Yes, sir. 

Mr. THomas. Was that pay increase mandatory under the law? 

Mr. Baker. For general schedule civil service emplovees it is com- 
pletely mandatory if an employee in grade 10 or below has 1 year’s 
satisfactory service and in the higher grades, 18 months. Under the 
Medical Department, there are certain increases granted because of 
increased training or specialization, which I think the Medical Service 
could explain. 

Mr. Tuomas. The question that I was interested in is whether the 
increase in pay was mandatory. In other words, you were faced 
with the alternative of either increasing the pay of your employees 
or closing down some beds. You decided to pay the employees, 
give them an increase, and close down the beds. Did you have any 
choice in the matter? 

Mr. Baxer. In a great majority of the cases, Mr. Thomas, we 
did not have any choice. Certain increases are mandatory by law. 

Mr. Tuomas. But anyway, you did close down the beds and you 
did increase the pay of your employees. 

Mr. Baker. The pay of the employees increased ; yes, sir. 
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REDUCTION IN PERSONNEL 


Mr. THomas. Did you attempt to make any economies throughout 
this vast budget? Did you attempt to discharge any other employees 
or make any economies ir order to keep the beds filled with patients? 
Did you have ample applications to keep these beds full? 

Mr. Baker. I can say generally, Mr. Congressman, that there 
were reductions in employment in programs other than medical 
during the same period of time that the medical program reduced its 
employment; and there have been continuous reductions in the general 
administrative group of programs. 

Mr. Tnomas. How many people did you discharge out of our 
hospitals? You went from approximately 109,000 to 104,000? That 
is about 5,000. How many of those, using round figures, were 
hospital employees that were necessary to the keeping open and 
attending these beds? 

Mr. Baker. The reduction in force in the hospital staff last fall 
was approximately 2,250 employees. 

Mr. THomas. There is admorition to you in the committee report 
not to discharge any doctors, dentists, purses, dietitians, and further- 
more not to close any beds. 

Mr. Baxer. I believe that the reduction in force did not include 
any doctors, dentists, and nurses directly. Some of them were 
offered transfers and would not accept transfers and therefore in 
effect resigned from employment. ‘The reduction in force notice 
was not issued to such personnel. 


CRITERIA FOR DETERMINING NEED FOR HOSPITAL BEDS 


Mr. Tomas. Were these 7,800 beds you closed, where they evenly 
distributed all over the country? Did you reduce, say, 25 or 30 or 40 
beds in every hospital or did you put the cuts heavy on some and 
lighter on the others? 

Mr. Baker. I would refer that question to the Medical Service, Mr. 
Congressman, 

Mr. Farris. The net reduction in beds resulting from the reduction 
in force was 2,288 beds as a part of the 7,890 currently being reported 
as not in operation due to lack of funds. 

Mr. Tuomas. What happened to the other 5,500, then? 

Mr. Farris. Those beds have not been in operation for a number of 
years. 

Mr. Tuomas. Oh, well; we have been given the wrong information 
and have been going along the wrong assumption. Can we not 
get together and save everybody’s time? So the actual number of 
beds closed now by virtue of a lack of funds from your point of view 
was how many? 

Mr. Farris. 2,288 between June 30 of 1952 and December 31 of 
1952. 

Mr. Tuomas. So the figure is 2,288 and not 7,800. 

Mr. Farris. That is correct. 

Mr. Tuomas. Well, gentlemen, let me get this straight now. Was 
it a broad, across the board cut in all of your hospitals or was it 10 
here and 50 here? How did you make the cut? 
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Mr. Farris. The reduction was made on the basis of the following 
criteria, 

In each instance the patient load for every hospital that was in 
operation was reviewed for the past 3 years, together with the estab- 
lishment of a relationship of that patient load to the current waiting 
list at every hospital 

As a result of that, a determination was made as to the possible 
potential load for the future, the plans for the balance of 1953, for 
each and every one of those hospitals. Then a relationship was estab- 
lished between that and the number of beds required in that particular 
hospital by category of beds that would be necessary to care for the 
potential load. 

Mr. Tuomas. What part of that reduction of 2,288 beds did G. M. 
and S. take? What part did TB take? What part did NP take? 

Mr. Farris. In the NP hospitals, there were no specific reductions 
in personnel or beds other than a freeze in employment. 

Mr. Tuomas. | am talking about closing of beds. 

Mr. Farris. As a result of that freeze there was a loss of 789 oper- 
ating beds in the NP hospitals. 

Mr. THomas. Seven hundred and eighty-nine in TB? 

Mr. Farris. In the TB hospitals there was no reduction in per- 
sonnel from number on duty August 5. In other words, they were 
frozen at that level, and they ectually gained 173 beds, which were 
apparently in process of ectivation et that point in time. In the 
general medical and surgical hospitals, there was a net reduction of 
1,672 beds 

Mr. THomas. Well now, it hes been testified in the lest 18 months 
before this committee that vou had all-around bed vacancies in your 
ceneral medical and surgical hos, itals ranging ans where from 10 to 
15 percent 

Mr. Farris. That is the normal situation. 

Mr. Tuomas. Due to leek of patients? 

Mr. Farris. Not necessarily sir. it has been the generally ac- 
cepted preetice in the operation of a general medical hospital that 85 
percent utilization on an average the vear around is all that could 
normally be expected. 

Mr. THomas. That was not quite the understanding as it was given 
to the committee, and | think it was accepted that that vacancy was 
not 2s a normal operating proeedure but a,vecancy of 10 to 15 and 
20 percent because of a lack of patients whereas in your TB and your 
NP beds you had a rising curve while in your general medical and 
surgical vou had a descending curve. 

Mr. Farris. 1 am not sure I quite understand the question, sir. 

Mr. Tuomas. | said it had been testified at last year’s hearings that 
you had a bed vacancy in your general medical and surgical hospitals 
ranging anywhere from 10 to 20 percent by virtue of a lack of patients, 
whereas in your NP and TB hospitals your curve was going upward; 
you had more patients than you had beds. That was the reason for 
the modernization program. You wanted to convert some general 
medical and surgical beds to TB beds and NP beds and wanted to 
start a big modernization program for that purpose and the committee 
went along with it, gave you the amount of money you requested for 
the purpose. What was the figure, $10 million, $20 million, $30 
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million?—I have forgotten. You called it your general modernization 
program and that was the basis of it. 

Mr. Farris. I think the question you are asking now does not relate 
specifically to this particular problem that I was attempting to 
explain. 

In last year’s testimony, as I recall, it was indicated that the waiting 
list for general medical and surgical patients had been consistently 
dropping, whereas on the other hand it had gone up in NP and TB 
groups? 


AMOUNT REQUIRED TO FORESTALL BED REDUCTIONS IN 1953 


Mr. Tuomas. How much money would it have taken to keep those 
2,200 beds in occupancy, then? 

Mr. Farris. Throughout the year of 1953° 

Mr. Tuomas. For the fiscal year 1953. 

Mr. Farris. Approximately $14 million, as recall 

Mr. THomas. Practically $14 million. And your increase in pay 
now to your employees was between $7 million and $8 million, is that 
right, Mr. Budget Officer? 

Mr. Baker. It would amount to that, approximately, I believe, sin 

Mr. Toomas. And rather than fill the beds, you increased the pay 
by $7 million or $8 million. 

Now, what other savings would it have been possible to have effected 
in your organization in order to have kept these hospital beds open 
rather than close them? I notice you have about $8,200,000 for your 
contact service. Could you have reduced that by 50 percent and 
picked up $4 million to apply on your hospital beds? Would that 
have been possible? 

Mr. Baker. Mr. Congressman, under the apportionment authority 
granted to the Bureau of the Budget, they apportion separately the 
funds for the general administrative programs and the funds for the 
medical program. And do not interchange funds between those two 
groups. We have to be governed by their apportionment. 

Mr. Tuomas. The Bureau of the Budget does not tell the Admin 
istrator of the Veterans’ Administration how to run his busines | 
am sure they do not try to. I am trying to point out some place 
where you could have kept all these beds going and then some by ‘ust 
a little good business management. That would have been entirely 
possible to get rid of half the contact service and picked up $4 million 
plus; would it not? 

Mr. Baker. Not under the apportionment prescribed by the Bureau 
of the Budget. 

Mr. Tuomas. If you go to the Bureau of the Budget and say, we 
want to get rid of ‘these e mploye es, the Bureau of the Budget woul I not 
tell you how to run your business. You agree to that; do you not? 

Mr. Baker. They have the authority to regulate our fund avail- 
ability by apportionment. 

Mr. Toomas. You did not ask the Bureau of the Budget to reduce 
the contact service by half; did you? 

Mr. Baker. We did not; no, sir. 

Mr. Tuomas. That is one $4 million you could have picked up 
there. 
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Mr. Puriurps. That was testified to in the supplemental that when 
the Bureau of the Budget made this arbitrary decision to reduce every 
item 4.3 percent, that the Veterans’ Administration did not protect 
that nor make any other suggestions. 

Mr. Tuomas. That is $4 million in the pay increase; that makes it 
about $11 million. 


ADMINISTRATIVE PERSONNEL IN MEDICAL PROGRAM IN THE DISTRICT 
OF COLUMBIA 


Now, how many people do you have in the District of Columbia in 
the head office of the Bureau of Medicine and Surgery directing the 
field operations? You have 645; do you not? 

Mr. Baker. I think that is approximately correct. 

Mr. Tuomas. Six hundred and forty-five. And you have a lot of 
your hospital managers writing and screaming to you saying if you 
would get rid of half of that force in Washington who send us hundreds 
of telegrams and directives every day trying to tell us how to run a 
hospital 3,000 miles away from Washington, we would do a whole lot 
better job. Do you not get a lot of hospital managers telling you 
that, Admiral? 

Admiral Boons. No, I do not, and I go in the field and I never get 
it from them. 

Mr. Tuomas. Let me tell you my experience. I talked with a 
good many of your hospital managers, and the first thing they told 
me was: They said that if you will get rid of half that staff in Washing- 
ton—its top staff that sends hundreds of directives and telegrams and 
letters out here telling me how to run this hospital, and changing 
them about as often as they send them—and give me that amount of 
money that I asked for, and which is no more than is applied for in 
this budget, I will run this hospital. 

How much do you spend on this staff here in Washington of 645 
who are supervising and telling the field what to do? 

Admiral Boone. In that 645 are the 6 area medical directors and 
staffs which are in the field. 

Mr. Tuomas. $8,300,000 there; is it not? 

Now, how many of that 645 are doctors and how many of them are 
dentists? How many of them are dietitians? 

(The information follows:) 


Central | Area 
office office 


| Total 





| 
Doctors ¢ 2 77 Dietitians i 10 6 16 


Dentists } pinnentingtilnnietaailiie eal #4 
Nurses 7 24 || Oo ee 87 47 | 134 


Mr. Txomas. Is that not $8 million? 

Mr. Baker. The amount of 645 which you are mentioning, Mr. 
Thomas is our original request for the fiscal year 1954. There are 
631 employees on duty at the present time, and this program will 
cost about $4,444,000 during the current year. 

Mr. Tuomas. Is that your program 8100? 

Mr. Baker. Program 8110, sir. 
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Mr. Tuomas. Let us get rid of them and say that is $2 million. 
That is $13 million; and you say it costs you about $14 million to 
keep those beds going. Well, I can run through 2 or 3 more places 
and pick up $15 million. Another one is ‘Employees’ travel, 1953, 
$3,530,000.”’ A 50-percent reduction would be $1,800,000. I will 
leave that with you as a starter. 


ANTICIPATED UNOBLIGATED BALANCE 


I believe General Gray testified that he was going to have a bal- 
ance for the fiscal year 1953, after closing these 2,280 hospital beds, 
of about another $13 million. 

Mr. Baker. No, sir. 

Mr. Tuomas. Let me read into the record, and if the general is 
misquoted he has a pretty good time to straighten it out, because if 
his own statements are correct we are going to come up here with 
about $28 million and ycu only needed $14 million; and, if he is wrong, 
we will just admit he is wrong and still you have enough money to 
keep these hospitals. 

Now, that appeared in the Congressional Record of Thursday, May 
7, by our colleague, Congressman Cederberg, and it says: 

We had a meeting in the office of the senior Senator from Michigan, Mr. Fergu- 
son, on Tuesday, April 18. General Gray was present and Admiral Boone was 
present, among other people. 

It goes on to say that: 

I believe it will be of interest to the House to know that in response to a question 
put to General Gray by myself, as to what would have happened had the Teague 
amendment been adopted, the Administrator said that the amendment would 
have done nothing more than add another $15 million already being carried over 
by the Veterans’ Administration at the end of the fiscal vear, June 30, 1953. 

Now, did the General make that statement, Admiral? You were 
present. 

Admiral Boone. I can’t quote what the general said. 

Mr. Tuomas. You were there. 

Admiral Boonn. That is not my impression of what he stated. 

Mr. Tuomas. What was your impression? 

Admiral Boonr. The place was in a turmoil and confusion. How 
anybody can remember what another person said that was taken 
down—— 

Mr. Tuomas. You are a fine, brilliant man, and so is the General; 
and neither you nor the General is going to be indicted on emotional- 
ism. 

Admiral Boonr. He was interrupted so often he had to take a very 
firm position not to be interrupted any more, so that he could make 
his statement. 

Mr. Tuomas. What is your surplus now? 

Admiral Boone. I cannot remember what figure he said would be 
the surplus. 

Mr. Tuomas. This says it was $13 million. 

Mr. Puiiurps. Would a written statement from the General be satis- 
factory on that? The General, in writing to Mr. Teague, said that he 
would have $8 million left over, and the other $5 million which makes 
the $13 million had been transferred to the outpatient dental fund. 
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Mr. Tuomas. Here is a letter dated May 11, 1953, addressed to 
Congressman Teague, and signed by Carl R. Gray, Jr., Administrator. 
I presume that is official. I will put in a paragraph in the record at 
this point quoting from General Gray’s letter to Congressman Teague. 
[Reading:] 

The uncbligeted belence es of June 30, 1953, in the anproprietion ‘‘Administra- 
ticn, mediea@l, best itel, and domiciliary facilities’ is currently estimated. at an 
approximete $8 million 

The appropriation of an additional $10 million 
and that is the $10 million that Mr. Teague was talking to 
would incregse this belence if such funds were mede aveileble contingent uron the 
reactivetion of hosritel bed The supplemental appropriation of $5 million was 
used for the liquidation of outpatient backlogs 
and so forth. So the smallest figure, then, would be $6 million surplus 
and it is generally thought that it is $13 million by virtue of a transfer 
into the dental program of $5 million. 

Mr. Baker. Mr. Congressman, may I say a word there relative to 
the balance that we expect to have at June 30? 

Mr. Tuomas. Yes. 

Mr. Baker. Under the operating controls which are prescribed by 
the antideficiency law, we cannot overallot nor can the stations over- 
obligate the funds made available to them by allotment. Asa result, 
there will be a balance of approximately 1 percent, as a minimum, of 
all funds that are available which are never obligated by the close of 
the fiscal year, and that in this case, 1! percent of our appropriation is 
roughly $8 million and a little more. 

Mr. THomas. Did you have a carryover for the fiscal year 1952? 

Mr. Baker. We did, sir. 

Mr. Tuomas. How much’ 

Mr. Baker. $12'3 million which was reappropriated and made 
available in 1953 plus an additional unobligated balance of approxi- 
mately $2 million that I remember. 

Mr. Parinies. 2 million. 

Mr. Tuomas, But still it was an unspent balance at the end of the 
fiscal year 1952 

Mr. Baker. At the end of every year you will have a similar situa- 
tion regardless of how much is appropriated. 

Mr. Tuomas. I remember in 1950 you had unobligated and un- 
spent a balanee of $50 million, it seems to me. 

Mr. Baker. I do not think it was quite that high, sir. 

Mr. Tuomas. Look up vour records and let us get it straight. 
was $12% million in 1952, what was it in 1951. 

Mr. Baker. I do not remember, offhand. 

Mr. THomas. You have got that information; let us dig it out 
right quick 

Mr. Baker. If you have a printed budget document for 1952. 
ean get it for 1951 and 1950. 

Mr. THomas. Was it $50 million in 1950? 

Mr. Baker. I think that is a little bit high. We will get the figure 
in the record. 

Mr. Tuomas. We reappropriated the $50 million— when was it, in 
1951? 

Mr. Baker. That will appear in the printed budget of the United 
States for 1953. 


> 
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Mr. THomas. Let us take a little time out and get it because it 
shows up every vear. You have got an unexpended balance every 
year and we hear that cry every vear, and you end the fiscal year 
with an unexpended balance. 

Mr. BAKER. We will always have an unexpended balance. They 
are unavoidable under the law which we irs honestly to observe 

Mr. Tuomas. That is commendable. 

Mr. Baker. The 1951 actual which appears on page 154 of the 
budget for fiscal vear 1953, unobligated balance, estimated savings 
at the end of the fiseal vear, $18,312,000 

Mr. Tuomas. What was it in 1950? | am suggesting $50 million 

Mr. Baker. Do you have the 1952 budget? 

Mr. Tuomas. I will ask that it be set out in the record at this 
point, in tabular form, the unexpended balances for 1953, the un 
expended balance for fiscal year 1952, for 1951, and for 1950 

(The information is as follows: 


Table of unobligated balances as it appears in the printed budget 


Administration, medical, hospital, and domiciliary services 


Fiscal year 1949 $16, 471, 520 
Fiscal year 1950 1, 585, 122 
Fiscal vear 1951 18, 312, 502 
Fiscal year 1952 14, 722, 186 
Ineludes $15,000 000 reappropriated for fiscal year 1950 and $1,000,000 returned to Treasury 
Includes $179,900 reappropriated for fiscal year 195] 


Includes $12,500,000 reappropriated for fiscal year 1953. 


Mr. Baker. Unexpended or unobligated, Mr. Thomas? 

Mr. THomas. Either way vou want to put it. 

Mr. Baker. Unobligated is the normal term we use. 

Mr. THomas. We will use your terminolgy, then 

Mr. Baker. At the close of that fiscal year 1950, there was an 
unobligated balance of $4,406,122. 

Mr. THomas. What was it in 1949? 

It was unobligated balance or else we would not reappropriate it 

Mr. Baker. Mr. Congressman, for the fiscal vear 1949, after a 
reappropriation of $15 million which would be a balance not other- 
wise used there was left an unobligated balance of $471,528. Or you 
could say that there was a total of $15,471,528 not obligated during 
that vear. 

Mr. Tuomas. For the fiscal year 1949. So we have gone to 1949, 
1950, 1951, 1952 and 1953. 

For the fiscal vear 1953, in the medical staff in the District of Co 
lumbia that supervises the entire field, the total appropriation is $4 
million plus. By a reduction of that by 50 percent vou would have a 
savings of $2 million. For the fiscal vear 1953, increased salaries were 
at a cost of between $7 million and $8 million; contact service for the 
fiscal year 1953 cost roughly $8 million and by a reduction of 50 per- 
cent you would have saved $4 million. It is disputed whether the 
actual unobligated balance at the end of 1953 was $8 million or $13 
million, but using either figure, you would have had in excess of $14 
million which it is alleged would have been required to keep open the 
2,280 hospital beds and I can easily point out another million ora 
million and a half savings here. 

(The above information in tabular form follows: 
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Funds which could have been made available in 1958 to staff hospitals 


teduce medical staff in the District of Columbia 50 percent $2, 000, 000 
Pay increases given to employees : ee 7, 500, 000 
Anticipated unobligated balance__-- se : 8, 000, 000 


Mr. Baker. May I be aiesitieds to ‘sole out, Mr. Thomas, that 
the increases in salaries cannot be avoided; that we cannot cut back 
salaries to which employees are entitled by law. Therefore, I do not 
believe that we could have realized that saving under any adminis- 
trative control which could have been imposed by the Veterans’ 
Administration. 

Mr. Puiuurps. Mr. Thomas, perhaps you would like to point out 
that a removal of the duplications in that particular area which have 
been indicated in the testimony of the four veterans’ organizations 
would have produced a couple of million dollars. 

Mr. Tuomas. That is what I was alluding to in the other million 
to $2 million savings could be easily in excess of that. 


NEW HOSPITALS TO BE ACTIVATED IN 1954 


Now, how many new beds do you intend to activate during the 
fiscal year 1954? 

Admiral Boone. 8,675 beds, Mr. Congressman. 

Mr. Tuomas. Can you give us a little thumbnail sketch about the 
dates they will come into operation? 

Admiral Boone. Yes, sir; according to our latest schedule, sir, 
Syracuse will be in June 1953. 

Mr. THomas. How many beds now? 

Admiral Boone. 500, in round numbers; that is general medical 
and surgical. 

Mr. Tuomas. I ask that all of this information be set out in tabular 
form. 

(The information requested follows:) 


All new hospitals authorized for construction with tentative opening date—Construction 
schedules 


| 
Scheduled opening date Hospital Beds Type 


| 
Remainder fiscal year 1953: June ‘ Syracuse, N. Y sodtiiaa aia .| 496 | GMS. 
Fiscal year 1954: | | | 
August . ain | Chicago, Ill. (West Side) or 496 | GMS. 
September-__.-._- : Oklahoma C ity, Okla. (repls weed) _. | 496 | GMS. 
September... --- sind .-| Pittsburgh, Pa__........ | 956 | NP. 
October Ann Arbor, Mich.........-.. a | 4196 | GMS. 
September-.__-.-_- ; i Brockton, Mass 5 és ‘ 958 | NP. 
October . ; a : ..-.-| Salisbury, N. C satel aie dade 973 | NP. 
November “ j Cc hicago, ill. (Research). ___- saaieawer 516 | GMS. 
March ed ..---| Cincinnati, Ohio_-_- ‘ | GMS8. 
March -| Pittsburgh, Pa lies nn 2| GMS. 
March : St. Louis, Mo biLeebh Gocdatakiled 5| GMS. 
May ke ..| New York, N. Y , , 252 | GMS, 
After fiscal year 1954: August 1954. _. Los Angeles, Calif. (Se pulveda, Calif.) . c NP. 
Cleveland, Ohio ‘ iced io : NP. 
Do > GMS. 
bined 4San Francisco, Calif PECCR REET SRE: ’ NP. 
| Topeka. Kans... . NP. 
Washington, D. oaths : jonnl f GMS. 





Construction not yet started 





Admiral Boonr. Syracuse, N. Y., 500 in round numbers, GMS. 
Chicago, Ill., West Side, about 500, GMS, August 1953. These 
are tentatively scheduled openings. 
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Oklahoma City, that is a replacement for an old hospital but an 
increase in the number of beds, 250, G. M. and 3, and that is Sep- 
tember 1953. 

Ann Arbor, Mich., 500, G. M. and S., October 1953. 

Brockton, Mass., NP, approximately 550 to 558, October 1953. 

Pittsburgh, Pa., NP, 950, we will call it 950, October 1953. 

Salisbury, N. C., NP, 975, November 1953. 

Chicago, Ill., research, 500 beds, December 1953. 

These dates are projected in the future. 

Pittsburgh, Pa., 750 G. M. and S., March of 1954. 

St. Louis, Mo., 500 beds, G. M. and X., March 1954. 

Cincinnati, Ohio, 500 beds, G. M. and S., March 1954. 

Los Angeles, Calif., that is 1,000-bed NP, as far as we can estimate, 
August of 1954. That has just been undertaken this spring. 

Mr. Tuomas. August of 1954? 

Admiral Boone. Yes. 

Mr. Tuomas. That will be in fiscal year 1955. 

Admiral Boone. It will be nearer 1955, I should say. 

New York City, which I should have read after Cincinnati, 1,250 
G. M. and S., May 1954. 

Then I might add in sizable additions both at Minneapolis 472 bed 
addition, G. M. and S., and 200 NP at Houston. 

Mr. Tuomas. When will they come in? When will they be acti- 
vated? Just approximately, if you will. 

Admiral Boonr. Minneapolis would be ready to receive patients in 
December 1953; NP addition at Houston, October 1953. 

Mr. Tuomas. Now, on an annual basis, how many beds do you say 
there are, 8,900? 

Admiral Boone. 8,373, plus those 472 and 200 on top of 8,373 and 
then a long-range 1,000 bed at Sepulveda near Los Angeles, that is 
another 1,000. 

Mr. Tuomas. About 9,200. 

Admiral Boone, 10,045. 

Mr. Tuomas. Two of those will be in fiscal year 1955 but that is all 
right to put them in here. 

That is 1,500 beds for fiseal 1955, is that correct? 

Admiral Boons. Yes, sir. There would be 1,672 of that 10,045 for 
fiscal 1955 rather than 1954. 

Mr. Tuomas. On an annual basis you make that table really 
accurate for 1954, you will have to subtract about 1,000 for the big 
California hospital. 

Admiral Boone. That is right, sir. 

Mr. THomas. On an annual basis for this 8,600 beds, what would be 
the cost? Now, you will have some in some operation 10 months, 
some six, and so forth. What will it average? 

Mr. Farris. 4,955. 

Mr. Tuomas. For an annual basis then it will be 5,000 beds. 

Admiral Boonr. May I interject? 

Mr. Tuomas. What would be the basis for those 5,000 beds? 

Admiral Boonr. That will be fiscal year 1954. 

Mr. BigEeLtow. $61 million. 

Mr. Tuomas. For 5,000 beds? 

Mr. Biae.Low. Yes, sir. For all hospitals classified as new. 
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Mr. Tuomas. Does that include equipment and everything or have 
vou already got the equipment? 

How much of that $61 million has heretofore been appropriated? 

Mr. Rosen. Nothing for 1954. 

Mr. THomas. You mean that is all salaries and expenses? 

Mr. BiGgELow Yes, sir 

\MIr. THomas. Admiral, I believe you stated that there were some 
statements made by you or one of your assistants that needed some 
clarification. Will vou clarify it at this poimt? 

Admiral Boone. We think that one was, Mr. Congressman, that 
in our projection about the opening of hospitals in 1954 rather than 
1953, we still have a basic staff to provide such as engineers and supplv 
well in advance, many months in advance of the actual opening. | 
thought vou would like to have that clarified. 

Mr. Thomas. But the basic figures on an annual basis will be for 
round figures of 5,000 beds, maybe a few short of that but maybe 5,000 
beds on an annual basis. 

Mr. Farris. The statement made was $61 million; that represents 
the money required for the operation of all hospitals classified as new, 
contained in the budget, but for the specific number of beds in this list, 
it would require only $27.2 million of that total. 

Mr. Tuomas. I am glad you clarified that because I was going to 
have to interrogate you on it. I could not understand why 5,000 beds 
would cost $61 million when you close down 2,280 and you said it cost 
$14 million. 

Mr. Yates. What is the cost of the 5,000 beds now? 

Mr. Farris. $27.2 million. 

Mr. Tuomas. That $27.2 million, in round figures again, that is in 
about the same proportion of your 2,280. That is a different figure. 


COST PER PATIENT DAY 


Mr. Tuomas. Well, now, at this point in the record, Admiral, and 
let this show in tabular form, please, just what it cost to operate 
various types of hospitals per day. What does it cost to operate a 
G. M. and S. hospital? We have been using hog-round figures of 
$13-plus. But let’s see how you arrive at the $13-plus. 

Mr. Baker. Mr. Thomas, we have a table prepared which compares 
the cost per average daily patient day for 1952 actual, 1953 based on 
9 months’ actual and 3 months’ projection, 1954, Bureau Allowance 
and 1954 medical service, estimated requirements by type of hospital. 

(The table referred to is as follows:) 
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Veterans’ Administration comparison of total 


Includes all costs incurred sat Veterans’ Ad istrat 


Total hospitals 
Domiciliaries 


Grand total 


il year 1954 required f 


operating level 


verug 
daily p 
tient loa 


Neuropsych 
Tubercul 
General me 
gical , 269 


Tot spita OSY9 568, 500, 315 


7, 282 2), 668, 040 


119, 271 SRY, 168, 355 


Mr. THomas. What are the figures? What did it cost vou in 1952 
and what do you estimate it will cost you in 1953 per bed for G. M. 
and S. hospitals? 

Mr. Baker. This is per day per patient. However, in G. M. and 

hospitals, for 1952, the actual cost was $19.815 

Mr. THomas. What do you figure it will be for 1953? 

Mr. Baker. In 1953 we estimate it will cost $20.061 

Mr. Tuomas. What about your TB for 1952 and 1953? 

Mr. Baker. The actual cost per patient day in TB hospitals was 
$16.673. In 1953, we estimate it will be $16.646 

Mr. Tuomas. NP. 

Mr. Baker. 1952, $8.586; 1953, $8.87 per day 

Mr. Tuomas. What about domiciliary? And let this show in 
tabular form, also 

Mr. Baker. Domiciliary, actual, 1952, $2.268; 1953, $2.92] 


COST OF CONTRACT BEDS 


Mr. Tuomas. What about contract hospitals? Break it down 
to private hospitals you contract with and county hospitals 

Mr. Baker. I do not have that. There is a prescribed rate for all 
Federal hospitals and the medical service can furnish that 

Admiral Boone. Which is fixed by the Bureau of the Budget 

Mr. Baker. The reciprocal rate for all other Federal hospitals 
is established by the Bureau of the Budget 
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Mr. Tuomas. Give us those figures now. 

Mr. Darris. For 1952 and 1953. For 1952, the cost in Federal 
hospitals is $13.25 per day, except for St. Elizabeths which is $4.76 
per day; and Public Health Service hospitals in Fort Worth, $7.80 
per day. 

Mr. THomas. Others are $13.25? 

Mr. Darris. $13.25 per day. 

In 1953, all Federal hospitals are $14.25 per day; again with the 
same exceptions, St. Elizabeths at $4.90 per day, and Fort Worth, 
$9.10 per day. 

Mr. Toomas. What with State and counties now? 

Mr. Darris. In our civil hospitals, the average cost’in 1952 was 
$10.71 per day. It was estimated that it will be $10.88 per day in 
1953. And in municipal and State hospitals, $5.48 per day in 1952; 
$5.88 per day in 1953. 


COST OF INPATIENT HOSPITAL CARE 


Mr. Tuomas. I have before me two budgets. I will call one the 
Truman budget and the other the Eisenhower budget. 

Which of these two budgets do you prefer, gentlemen? [No 
response. | 

You have no choice? [Silence.] 

Well, everything you have stated heretofore would lead me to think 
you want the Truman budget; is that correct? [Still no answer.] 

All right, now; going to the Truman budget here, you have an 
estimate. What is your cost now for the TB beds under your Truman 
budget here? Can you pick out that figure right quick, Mr. Budget 
Officer? For your TB beds for 1954 under your Truman budget? 

Mr. Baker. You mean the cost per patient per day? 

Mr. Tomas. Estimate for TB beds for 1954 under your Truman 
budget, total dollars and cents estimate. You have it here in your 
justifications. 

Mr. Baker. $47,366,500. 

Mr. THomas. How much is that an increase over fiscal year 1952? 

Mr. Baker. About $1 million, roughly. 

Mr. Tuomas. What about your NP under your Truman budget? 

(The information requested, in tabular form, is as follows: ) 


Program 8400—Hospital care (in-patient) 


1954 Increase (+ 
1953 revised ; : or decrease 
estimate ( , revised 
(April 28, Original Revised over original 
1953 printed * d as fiscal year 
budget udget 1954 


“tual 


8410 Neuropsychiatric hospital $152, 747 $156, 616,420 $166,150,000 $155, 128, 600 —$11, 021, 400 
8420 Tuberculosis hospitals } 606 47, 028, 352 47, 366, 500 }, 250, 800 —1, 115, 700 


8430 General medical and surgical 304, 621 | 311, 498, 687 335, 562, 800 , 593, 600 , 969, 200 


Total, all hospitals 793, 064 | 515,138,459 | 549,079, 300 | 523, 973, 000 5, 106, 300 
8450 Civil hospitals ¥ 756 7, 600, 000 &, 434, 400 , 434, 400 
8460 Municipal and State hospitals 3 5, 268 4, 700, 000 4, 127,100 2, 942, 100 1, 185, 000 
8470 Non-VA Federal hospitals 3, 404, 666 10, 000, 000 8, 021, 600 }, 406, 600 , 615, 000 


rotal, contract hospitals 5 9, 690 22, 300, 000 20, 583, 100 7, 783, 100 2, 800, 000 


Total obligatior 528, 242, 754 §37, 438,459 | 569,662,400 541,756,100 27, 906, 300 





Mr. Baker. $166,150,000. 
Mr. THomas. What was your cost or your appropriated sum for 
1952? 
Mr. Baker. $152,439,747. 
Mr. Tuomas. What is your G. M. and S.? 
Mr. Baker. $335,562,800. 
Mr. Tuomas. What is that total for 1954 under the Truman budget 
for those three types of hospitals? 
Mr. Baker. $549,079,300. 
Mr. Tuomas. How much of an increase is that over 1953? 
Mr. Baker. Over 1953, sir, about $34 million. 
Mr. Tuomas. That is $515 million? 
Mr. Baker. $515,148,459 is the present estimate of the 1953 cost 
for the 3 types of hospital. 
Mr. THomas. What about your domiciliary-care figure for 1954? 
Mr. Baker. For 1954, sir, the Eisenhower budget 
Mr. Tuomas. The Truman budget. 
Mr. Baker. Truman budget, $26,377,200. 
Mr. Tuomas. The justification shows only $22.5 million. 
Mr. Baker. That excludes payments to State homes, I believe. 
Mr. Tuomas. Let us get the right figure now for domiciliary care; 
$22,544,000, is that correct? 
Mr. Baker. The Truman budget calls for $22,127,200 for 1954 
Mr. Tuomas. How much of an increase is that over 1953? 
Mr. Baker. Almost $4 million over the 1953 figure. 
Mr. Tuomas. Almost $4 million. 
Mr. Baker. Yes, sir. 
.. Tuomas. What about your State homes? 
* Baker. $4,250,000 for 1954 in the Truman budget. 
*. Toomas. How much of an increase is that over 1953? 
* Baker. Roughly $400,000. 


COST OF OUTPATIENT CARE 


Mr. Tuomas. What about your out-patient care for 1954? Under 
the Truman budget, that is? 

Mr. Baxer. Total Truman budget for out-patient care is 
$104,677 ,900. 

Mr. Tuomas. How much is that over 1953? 

Mr. Baker. Almost $8 million. 

Mr. THomas. Your table shows $13,128,000. 

Mr. Baker. That was an earlier figure, Mr. Congressman. Our 
latest revision— 

Mr. Tuomas. I am talking about as compared with 1953. 

Mr. Baker. But this 1953 figure to which you are referring was 
prepared some months ago; our latest figure has increased the require- 
ments for 1953 to an estimated $96,826,328. 


ENTITLEMENT TO OUT-PATIENT CARE 


Mr. Tuoomas. What about this out-patient care? Is that for only 
service-connected cases? 

Mr. Ovom. That is correct, sir. Except the war of 1898 veterans, 
and those veterans of prior wars which are by Act of Congress service- 
connected for out-patient care. 
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Admiral Boonn. May | supplement that for your record? Med- 
ical outpatient care consists in the main of about seven things: 
(1) Examinations for compensation or pension purposes; (2) exami- 
nation to determine need for hospital or domiciliary care; (3) out- 
patient treatment for servic -connected conditions; (4) treatment for 
disabled veterans 1n the VA vocational rehabilitation and education 
training, that is, treatment for any disability is provided to veterans 
who are in need of treatment to avoid interruption of training under 
Public Law 16, 78th Congress, or Public Law 894, 8Iist Congress: 
(5) examination for insurance purposes; (6) treatment for foreign 
beneficiaries furnished on a reimbursable basis to officially author- 
ized persons pensioners of nations allied with the United States: 
and (7) examination and treatment to beneficiaries of other Federal 
agencies. 

Mr. Tuomas. That includes dental care, medical care, and every- 
thing else, does it not? 


Admiral Boone. That is right, sir 


COST OF OUTPATIENT CARE OUTSIDE CONTINENTAL UNITED STATES OF 
AMERICA 


Mir. THomas. How much of that $104,677,000 is for people outside 

the United States? 

Admiral Boone. We will have to furnish that. 

Mr. Tsomas. You have got the information there. What does it 
ude, the Philippines, Hawaii, and who else? 

Mr. Rosen. Puerto Rico and Alaska. 

\Ir. Toomas. How much does that cost? 

At this point in the record vou should show that you have medical 
program separate and distinct for the Philippines in addition to this, 

Mr. Rosen. We have dental care program for 

Mr. THomas. I am talking about Hawaii, Alaska, Puerto Rico, 
and the Philippines, out-patient care, what part of your $104,677,000 
do you spend on those people? 

Mr. Rosen. We do not have that. 

Mr. Tuomas. How did you arrive at this total? 

Mir. Rosen. In terms of the requirement of the veteran population 
in total, as covered by the laws governing eligibility. 

Mr. Tuomas. Well, what part of this $104 million now do you 
actually spend on service-connected veterans and the veterans of 1898, 
the Philippine insurrection? 

Mr. Baker. Mr. Thomas, I can give you the amount for Manila. 
I do not have the other territorial figures. Included in the $104,- 
677,900 total is $283,905 for out-patient care in Manila. 

Mr. Tuomas. The Manila office. 

Mr. Baker. The Philippine Islands total. 

Mr. THomas. These gentlemen are trying to come up with an 
approximate figure and I realize it may be difficult. 

What part of this $104,677,000 do vou actually: spend on service- 
connected veterans of the Philippine Insurrection, the old Spanish- 
American War Veterans? Have you got an approximate figure there? 


——< 
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Mr. Rosen. The only part which is not spent for service-connected 
is some part of $90,000 which in 1952 was spent on the examinations to 
determine the need for hospitalization of veterans for treatment of 
non-service-connected disabilities. 

Mr. Tuomas. What is that amount of money now? 

Mr. Rosen. The fee cost for examinations to determine the need 
for hospitalization was $90,000 during 1952. Some part of that was 
to determine the need for patients who did not have known service- 
connected disabilities at the time that they were examined. 

Mr. Tuomas. Give me your best estimate now. The admiral has 
detailed about 7 activities under this program, and in truth and in 
fact it was set up for just practically 1 purpose, and that was to take 
care and give out-patient treatment to service-connected veterans, 
wasn’t it? What part of this $104,677,000 would you say was spent 
for that purpose—90 percent? 

Mr. Rosrn. Ninety-five percent. 

Mr. Tuomas. Does everybody agree that that is a good approxi- 
mate guess? 

Mr. Baker. Yes. 

Mr. Boonr. The Budget people all do. 

Mr. Tuomas. Ninety-five percent. Well, now, what part of this 
total sum of $104,677,900 is spent on dental care? 

Mr. Baker. Approximately $36 million for fee basis, Mr. Thomas. 

Mr. THomas. What was it in 1953? 

Mr. Baker. Expenditures will be approximately $20 million this 
year. 

Mr. Tuomas. Break it down in tabular form, this $104,677,900. 
Break down the big items right quick. 

(The table requested follows:) 


, 


Program 8600.—Outpatient care, estimated obligations, fiscal year 1264 


01 Persone] services . $46, 198, 100 
02 Trevel, emplovee 288, 700 
02 Trevel, beneficiary 1, 400, 000 
03 Trersrortstion cf things: 
Shirment of bodies 6, 000 
Other 73, 600 
07 Other cortrectusl services: 
Medical and dental fees 13, 254, 900 
Other 993, €00 
O& Surrlies end materials, other 9, 056, 200 
09 Equinmert 374, 900 
15 Taxes end assessments 33, 900 
Grend total, obligations a 1 104, 677, 900 


! Includes $283,905 for Manila, 

Mr. Baker. Personal services, $46,198,100. 

Mr. THomas. From fees and what? 

Mr. Baker. Our own staff in our out-patient clinic, $46,198,100; 
travel of employees, $286,700; travel of beneficiaries, $4,400,000; 
transportation of things, $73,600; medical and dental fees, $43,254,900; 
other contractual service, $993,600; supplies and materials, $9,056,200 ; 
equipment, $374,900; taxes and assessments, $33,900. 


32490—58—pt. 1——--41 
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EMPLOYMENT IN OUT-PATIENT CLINICS 


Mr. Tuomas. How many VA employees do you have in this pro- 
gram, out-patient clinics? 

Mr. Baker. We expect the average to be about 9,657 during the 
current year. It was 9,907 average during 1952. 

Mr. Tuomas. How does that break itself down between doctors, 
dentists, nurses, and dietitians? You do not need them in these 
out-patient clinics, but you have dietitians who advise them what 
to eat? 

Mr. Baker. I will refer that to the Medical Service. 

Mr. THomas. Can you break that down right quick, out of your 
9,600 employees, how many doctors, dentists, nurses, and dietitians 
you have? 

Mr. Rosen. At the end of February, about 1,292 physicians, 415 
dentists, 174 nurses. 

Mr. Tuomas. Did you come up with an approximate figure there? 

Mr. Bice.ow. Thirty-four dietitians outside of the hospital. 

Admiral Boonsr. The whole United States. 

Mr. BiceLtow. How many dietitians, how many doctors, how many 
nurses, and so forth— 

Mr. THomas. We were talking about the employment figure. 
What is the total number of doctors, nurses, dietitians, and dentists? 
Will you set that out in table form? I will repeat it for the record. 

(The information requested, in tabular form, is as follows:) 


Professional personnel in regional offices as of February 28, 1953 


Doctors 
Dentists_- 
Nurses ee 


34 dietitians, as of the 28th of February. 

Mr. Tuomas. Total employment is what, 9,600? 

Mr. Rosen. On the 30th of April it was 9,483. 

Mr. THomas. What is the number of employees you are requesting 
in 1954? 

Mr. Baker. Mr. Thomas, the Truman budget asked for funds for 
9,300 employees. The revised budget asks for funds for 8,929. 


LOCATION OF OUT-PATIENT CLINICS 


Mr. Tuomas. How many of these out-patient clinics do you have? 

Admiral Boonsz. Mr. Thomas, we have 107. 

Mr. Tuomas. What part of those 107 are attached to and are a 
part of one of your hospitals? 

Admiral Boonz. Manchester has been absorbed, taken from down- 
town, moved up to the hospital. Phoenix is in the process. We have 
plans for others. There are structural changes in some instances. 

Mr. THomas. Only 2 out of 107 are part of your hospitals? 

Admiral Boonr. The new one in Chicago on the West Side is very 
large. Some of these, like in New York, are 5 stories of a huge build- 
ing. They are so big, like New York, Boston, Brooklyn, Chicago, 
Cleveland, and elsewhere, and they do down to very small ones. 
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[ am very strong in the belief to consolidate them wherever we can. 
| think there will be much better relationship to an integrated pro- 
gram. 

Mr. THomas. That leaves you 105. 

Admiral Boone. That is all we have been able to do so far 

Mr. Tuomas. What are your prospects of absorbing more than two? 

Admiral Boonn. It depends on the size of the clinic, the structural 
changes we will have to make in the hospital for them and the money 
to make those structural changes. 

Mr. Tuomas. How many outpatient clinics do you have in the 
same town where you have a hospital? ' 

Admiral Boone. I will have to supply that. For instance, | would 
say in New York you have one huge clinic down on 24th Street, | 
think it is, and 7th Avenue. Then we have three hospitals in New 
York, Bronx, Brooklyn; they have a clinic over at Brooklyn, also; and 
| would have to analyze each one. 

Mr. Tuomas. Do you not have a good many clinics in cities where 
you have hospitals? 

Admiral Boonr. Oh, yes; we 


have large regional office clinics 


We can locate all 107. 
Mr. BrarLtow. There are 11 regional offices without hospitals in 
the same city and 32 smaller clinics (suboffices) in cities without 


hospitals. 


Mr. Tuomas. How many clinics do you have in cities or towns 


where you have 


hespitals? 


Mr. BigeLow. There are 59 regional offices in cities with hospitals 
and 5 smaller clinics in cities in which there are VA hospitals. 
(The list follows:) 


Location of VA out-patient clinics and hospitals, May 28, 1953 


Alabama 


Alaska 
Arizona 
Arkansas 
California 


Colorado 
Connecticut 


Delaware 


District of Columbia 
Florida 


Hawaii 
Idaho 
Illinois 


Indiana 


lowa 
Kansas 


Kentucky 
Louisiana 


See footnotes at end of 


Regional office and 
with clinic ! 


Montgomery 
Birmingham 
Juneau. 
Phoenix 
Little Rock 
Los Angeles... 
San Diego 
San Francisco 
Oakland 
Denver 
Hartford 
Bridgeport 
Wilmington 
Washington 
Miami 
Pass-A-Grille 
Jackson ville 
Atlanta 
Macon 
Savannah 
Honolulu 
Boise 
Chicago 


East St. Louis 


Gary, Ind 
Springfield 
Indianapolis 

Evansville 
Des Moines 
Wichita 

Topeka? 
Louisvilk 
New Orleans 
Shreveport 


table, p. 642. 


VA office 


Montgomery 
Birmingham 


Phoenix 
Little Rock 
Los Angeles 


| San Francisco 
Oakland 
Denver 


Wilmington -_- 
Washington 


Bay Pines 


Atlanta 


Boise 
Hines 


Indianapolis 


Des Moines 
Wichita 
Topeka 
Louisville 
New Orleans 
Shreveport 


VA hospital in immediate 
vicinity 


GQ 


M 


Do. 


Do, 
Do, 


Do 


Do 
Do 
Do 


Type of 
hospital 


is 
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Maine 


Maryland 
Massachusetts 


Michigan 


Minnesota 
Mississippi 


Miss 





yuri 


Montana 
Nebraska 


Nevada 
New Hampsh 
New Jersey 





New Mexico 
New York 


North Carolina 


North Dakota 
Ohio 


Oklahoma 


Oregon 
Pennsylvania 


Puerto Rico 


Rhode Island 


South Carolina 
South Dakota 
lennessee 


Texas 
Utah 
Vermont 
\ ia 





Washington 


West Virg 
Wisconsin 





W yoming 


Philippine Island 


1 VA offices are inden 
Provide medical care d 
§ Out-patient clinic located i 













Togus 
Portland 
Baltimore 
Bosto 
Lowell 
Springfield 
W orcester 
Detroit 


Grand Rapids? 

St Paul 

Jackson 
Meridan ? 

Kansas City 











Ren 
Manchester (VAH) ? 
Newark 

(amadet 

Trenton 
Albuquerque (VAH) 3 
Albany 
Brooklyn 


Buffalo 

Rochester 
New York 
»yra 


Winston-Salem 
Charlotte 
Fargo 
Cincinnati 
Columbus 
Cleveland 


Akron 

Toledo 
Muskogee 
Oklahoma City 


Portland 
Philadelphia 
Pittsburgh 
Johnstown 
Wheeling, W. Va.? 
Wilkes-Barre 
Harrisburg 
Scranton 
Williamsport ? 
San Juan 
Providence 


New Bedford, Mass.? 


Columbia 
Sionx Falls 
Nashville 
Chattanooga ? 
Knoxville ?. 
Dallas 
Honston 
Lubbock 
San Antonio 
Waco 
Austin 


tiver Junction 





Spokane 2 
Huntington 
Milwaukee 
Green Bay 
Chevenne 
Manila 





r parent regi 





hospital. 
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1a] offices 
t provide dental service 


Location of VA out-patient clinics and hospitals, May 28, 1953—Continued 


VA hospital in immediate 
vicinity 


Togus 


Baltimore 
Boston 


Dearborn 


Minneapolis 
Jackson 


Kansas City 


Jefferson Barracks 
Ft. Harrison 


Lincoln 
Omaha 
Reno 


Manchester 
East Orange 


Albuquerque 
Albany 
Brooklyn 
Buffalo 


Bronx 


Fargo 


Cleveland 


Muskogee 
Oklahoma City 
Portland 
Philadelnhia 
Aspinwall 


Wilkes-Barre 


San Juan 
Providence 


Columbia 
Sionx Falls 
Nashville 


Dallas 
Houston. 


Waco 


fSalt Lake City 

\ do 

White River Junction 
Roanoke 

Seattle 

Spokane 

Huntington 

Wood 


Cheyenne 
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Mr. THomas. You have 64 clinics in cities or towns where you have 
hospitals? 

Mr. Biaetow. Yes sir. 

Admiral Boone. I would like to check that for verification. 

Mr. Tuomas, Sixty-four out of your one hundred and seven clinics 
are in cities or towns where you have hospitals. Admiral, what about 
combining those 64 clinics with your hospitals? 

Admiral Boong. It would be absolutely impossible in large areas 
such as New York, Philadelphia, Cleveland, Boston, Chicago, Los 
Angeles, I should say, and San Francisco, St. Louis—large centers; 
the workload is too big. 

Mr. Tuomas. Is it possible to combine at least 50 of them, the 50 
exclusive of those im your tremendously large cities like you have 
detailed? 

Admiral Boonn. If we get money for alterations to present plant. 

Mr. THomas. Would you save any money by consolidating them? 

Admiral Boonr. Yes. I can put it this way; rather than money, 
[ think you would have a better rounded out medical program. 
You can use the staff interchangeably for both inpatient and out- 
patient care. 

Mr. Tuomas. That is what I am getting at. 

Admital Boonn. It would be a better operation; more economical 
operation. 

Mr. Tuomas. So if you were to combine at least 50 of these clinics 
with hospitals in the same town, you are bound to save a tremendous 
amount of money in your personnel cost alone, your personnel cost is 
about 50 percent of your total $104 million expenditure. 

Admiral Boonr. ‘To explain, Mr. Congressman, Manchester is an 
example. We made consolidations there. 

Mr. Tuomas. When these hospitals were originally planned, why 
were not the clinics included? 

Admiral Boonr. That was before my day. All the hospitals were 
planned except Sepulveda. 

Mr. Puruuies. There seems to be some doubt at the end of the table 
as to whether that is 60. 

Admiral Boonr. I said I would like to check that. 

Mr. THomas. You mean there are not that many? 

Admiral Boone. | do not think it is a firm figure; I would not want 
to stand on that. 

Mr. Puruurres. There is no question that some of them could be 
combined. 

Admiral Boone. I am for it. I have adopted that policy. 

I would like Colonel Dryden to speak on that from the economic 
side because he has been with the program for years. 


AMOUNT ESTIMATED BY THE VA TO ADEQUATELY OPERATE ALL HOSPITALS 
IN 1954 


Mr. Tuomas. All right now; what is the least amount of dollars 
and cents it is going to take you to operate fiscal year 1954, your 
G. M. & S. hospitals bedrock, minimum to do a bangup good job? 
The least dollars. 

Mr. BiceLow. Giving consideration to the reduction in the special 
services of food and other things that have already been reduced? 





644 


Mr. Tuomas. Yes. What is your figure? 

Mr. Bicetow. The revised budget gives us $524 million. 

Mr. Tuomas. I am asking you for your figures, sir. 

Mr. Bicetow. $550 million. 

Mr. Baker. That is all hospitals? 

Mr. Bicetow. All. 

Admiral Boonr. That is all hospitals. 

Mr. Tomas. I want it for general, surgical, and medical beds. 
What is that figure? 

Mr. Farris. You are talking about G. M. and S. hospitals only? 

Mr. Bicretow. That is all hospitals I gave. 

Mr. THomas. I want G. M. and S. only. 

Mr. Bicetow. Approximately $327 million, sir. 

Mr. Tuomas. I want an exact figure now. ‘These are your figures, 
nobody’s except yours. 

Mr. Bicetow. I couldn’t give you a firm figure unless I worked on 
it. 

Mr. Tomas. About TB? 

Admiral Boone. Mr. Congressman, may I ask if Colonel Mason 
could not comment before we get a firm figure on G. M. and 8S. about 
this cutback of 50 percent on special services? That is out of G. M. 
and S. now. I think we are assuming a thing we have no right to any 
more than he would on what the medical and surgical requirements 
would be when we try to estimate whether we can suffer that 50-per- 
cent reduction without destroying his program. 

Mr. Tuomas. What is your figure now? You said $327 miilion. 
Is that your figure for G. M. & S.? 

Colonel Mason. If the cut which the revised budget gives to 
special services in the general medical hospitals is to stay, it means 
a practical elimination of the motion-picture program in all general 
hospitals, In other words 

Mr. Tuomas. What does that cost? 

Colonel Mason. Can you tell in this revised budget 

Admiral Boonr. We said that includes a lot of TB and NP pa- 
tients and chronics and cancer, orthopedics, long drawn out cardiacs? 

Colonel Mason. In general medical hospitals, for 1954, we est- 
mated it would cost $939,900. 

Mr. Tuomas. All right. Mr. Budget Officer, is that figure $327 
million, a firm figure? 

Mr. BicEtow. It is a rockbottom figure; that is what you asked for. 

Mr. Tuomas. I am asking you for your rockbottom figure. 

Mr. Bieetow. Does that include the cut? 

Mr. Tuomas. What about TB now? What about your TB hos- 
pital? 

Mr. BraELow. $51 million. 

Mr. THomas. What about NP? 

Mr. BicELow. $172 million. 

Mr. Tuomas. NP, $171 miilion. 

Mr. BigEeLow. $550 million all told. 

Mr. Tuomas. $549 million. 

Mr. BiceLow. Approximately. 

Mr. Tuomas. No further questions, Mr. Chairman. 

Mr. Puiuurps. We will resume the hearings. 
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Mr. Tuomas. There is some disagreement among the gentlemen of 
the Veterans’ Administration, or misunderstanding, with reference 
to the $555 million figure that they gave me as a rockbottom figure on 
which they could operate the G. M. and S., TB, and NP hospitals dur- 
ing 1954 and do a good job or a comparable job with any civilian hos- 
pital. 

Gentlemen, do you now desire to change that figure? 

Admiral Boonr. I would like, Mr. Congressman, to have Com- 
mander Bigelow make his statement in that regard. 

Mr. BiaeLtow. We estimated we would need $568 million to main- 
tain 102,370 average daily patient load and to operate 114,315 beds. 

In answer to your specific question, what is the rockbottom mini- 
mum sum that would be required to attempt to maintain that patient 
load, and those beds, and considering that the $3% million reduction 
in the special services, the $2% million 

Mr. Tuomas. I am leaving this up to you and the Admiral as to 
what you are leaving in there; if you want to put in frills and fads, 
that is your business. I am asking you what in your professional 
judgment it will take in dollars and cents to keep these three types of 
hospitals going in fiscal 1954 and render good service, service com- 
parable with any first-class civilian hospital. 

Mr. Srirume. Off the record? 

Mr. Tuomas. That question is clear. It is just as clear as A, B 
and C. I want your best judgment. 

Mr. BiageLtow. The estimate is $5684 million. 


OTHER OBLIGATIONS 


BENEFICIARY TRAVEL 


Mr. Tuomas. I notice your travel for 1954 in your original Truman 


$ million, $5,800,000 for vour own employees 
and $6,600 for veterans. Who is entitled to travel at Government 
expense as far as the veterans are concerned? 

Admiral Boonr. Approximately 60 percent of employee travel 
funds are used for 

Mr. Tuomas. I am not talking about the employees. 

Admiral Boone. Mr. Baker will answer that. It is an overall. 

Mr. Baker. Mr. Odom can answer that. 

Mr. Opom. For reporting for examination at the direction of the 
Veterans’ Administration, for reporting for hospital care and returning 
from hospital care to their home for service-connected disabilities, and 
for anyone who signs the statement under oath that he cannot afford 
to pay for his own transportation to and from the hospits al, for report- 
ing for advice and guidance under either the Servicemen’ 's Readjust- 
ment Act of 1944, as amended, title - or the Servicemen’s Readjust- 
ment Assistance Act of 1952, Public Law 550, of the 82d Congress, for 
reporting for examination with respect to certain insurance matters 
certain compensation matters, or any other travel which is authorized 
by the Veterans’ Administration for a beneficiary to perform in con- 
nection with a specific function of the Veterans’ Administration. But 
those which I mentioned are the principal ones. 

Mr. Tuomas. The act you mentioned awhile ago, does that apply to 
education and training programs? 


budget was about $12% 
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Mr. Opvom. Yes, sir. 

Mr. Tuomas. Service-connected and non-service-connected? 

Mr. Opom. Yes, sir. Also Public Law 16. 

Mr. THomas. What it adds up to is that any veteran going to or 
from a hospital or to a regional office, or going to and from school, if he 
is service-connected, he doesn’t have to make an affidavit; if he is 
non-service-connected he has to make an affidavit that he is not able 
to pay his transportation. Is that by regulation or by law? 

Mr. Opvom. By law. 

Mr. Tuomas. Written into the various acts? 

Mr. Opom. Yes, sir. 

Mr. THomas. What part of the non-service-connected veterans 
going to a regional office or going to and from a hospital, or going to 
and from schools use Government travel? Do you have any approxi- 
mate round figure, 50 percent, 80 percent? 

Mr. Opom. I don’t have the figures on that. They don’t use 
Government travel but are on a reimbursement basis. 

Mr. Tuomas. Mr. Baker, can you give us an approximate figure? 

Mr. Baker. No, but I firmly believe it is considerably less than 50 
percent of the non-service-connected cases. 

Mr. Tuomas. You think it is less than 50 percent? 

Mr. Baker. Yes, sir. 

Mr. Tuomas. Would you care to narrow your guess any closer 
than that? 

Mr. Baxer. Not without some study. 

Mr. Tuomas. Leave the record at 50 percent like it is until you have 
an opportunity to give your best estimate. 

Mr. Baker. Yes, sir. 

(A later study indicated the following distribution:) 


Estimated percentage distribution of beneficiary travel 


Percent of Percent Percent 
Purpose of visit individuals service non-service- 
visiting connected connected 


Compensation and pension 19. 17. 
Hospital and domiciliary 9. : 3.5 
Outpatient 65. 6 65. 6 
Vocational, rehabilitation, and educational ; 
Insurance 1.¢ 

Other 


a 


COMMUNICATION SERVICES 


Mr. THomas. What part of your original request of $3,600,000 for 
communication services is divided between telephone and Western 
Union? 

Mr. Curtiss. I couldn’t answer that. I will get it for you, if you 
like. 

Mr. THomas. Can you come up with an approximate figure? 

Mr. Curtiss. No, sir. Most of our leased lines into Washington 
are Western Union. 

Mr. Tomas. You saw the figure on the central office. What is 
your communication bill in the central office? It is here in the 
justifications, but I can’t put my finger on it right quick. 
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Mr. Curtiss. $317,745. 

Mr. Tuomas. It is about 10 percent of your total bill; of your 
174 installations you spend 10 percent of it here in W ashington. 

Mr. Curtiss. That includes the nine net control centers that are 
in the field. 

Mr. Tuomas. Leased wires, you are talking about. 

Mr. Curtiss. Leased wires, TWX, and combinations. We had 
13 net control stations. We reduced them to nine. 


CONTRACTUAL SERVICES 


Mr. Tuomas. You have other contractual services here, $44,- 
482,000 for medical and dental fees, and “other’’ you have listed here 
at $54,199,000. What does “other” include, under contractual 
services, 07? 

Mr. Baker. Storage, maintenance repairs of motor vehicles, repairs 
of furniture and equipment, maintenance and operation of buildings 
laundry and towel service, miscellaneous administrative and oper: ative 
services, contractural burials, contract hospitalization. 

Mr. Tuomas. We have accounted for that over here in the sum of 
$22 million, and $20 million for county hospitals. It is a duplication? 

Mr. Baker. No. This is a consolidated report of expenditures by 
object for which contract hospitalization is one part. 

Mr. Tuomas. You are sure it is not a duplication? 

Mr. Baker. No, this is a summarization of all items 


SUPPLIES AND MATERIALS 


Mr. Tuomas. Under 08, it provides $54,600,000 against $50,454,000 
for 1953. What is your other item there? What does “other’’ include 
for $57,357,000? 

Mr. Baker. Office supplies, library books for legal service, fuel 
supplies, other operating supplies, materials for fabrication flags, medi- 
cine, dental supplies, supplies for special services, orthopedic and 
prosthetic appliances. 


LEVEL OF INVENTORIES 


Mr. THomas. What about your inventory, your furniture and your 
stationery and your medicine? Last year you had quite an inventory, 
particularly on medicine. 

Mr. Drypen. The inventory expected as of June 30, 1953, on drugs 
and medicines at field stations was $2,554,000. 

Mr. Tuomas. What is in your warehouses? 

Mr. Drypren. $701,000. 

Mr. Tuomas. In round figures, about $3 million? 

Mr. Drypen. $3,200,000. 

Mr. Tuomas. What about your other supplies, paper and office 
furniture? 

Mr. Drypen. We have other supplies, and then we have equipment. 
I will give each of them. Other supplies at field stations, $10,598,000. 
At our depots, $11,752,000, for a total of $22, 350 000. Equipment at 
our field stations, $3,051,000. In our depots, $2,593,000, for a total of 
$5,644,000. 

Mr. Tuomas. That includes beds and everything for the hospitals? 








648 


Mr. Drypen. Yes. 

Mr. THomas. That $22 million seems a little high. What does that 
comprise? 

Mr. Drypen. That item covers all items such as bandages, surgical 
dressings and instruments, laboratory, dental, and hospital supplies, 
including X-ray film, bedpans, sickroom accessories, tableware linen, 
sheets, bathrobes, pajamas, coal and fuel oil, burial flags; just all items 
that are not actually drugs and medicine which are used in a hospital 
or a regional office. Not chairs, desks, et cetera. 

Mr. Tuomas. $22 million is going to buy, inventorywise, a lot of 
sheets, pajamas, and a lot of towels. How many sheets do you have 
on hand in your inventory? 

Mr. Drypen. I do not have those figures. 

(The information requested is as follows:) 


One hundred and sixty-three thousand, approximately an 11-month supply. 


Mr. THomas. Whoever bought those must have thought that 
they were going to stop making cotton goods. 

Mr. Drypen. The inventory has shown a marked improvement 
over the past year. 

Mr. Tuomas. How much did you spend in fiscal 1952 for those 
items? 

Mr. Baker. Our depot inventory decreased by about $3,147,000 
in 1952 fiscal year. In other words, we actually put into use more 
than we replaced in the inventory stock by that amount. 

Mr. Toomas. You still have $22 million in inventory for those 
items. How much did you spend in 1953 for those items, sheets, 
pajamas, towels, and so forth? 

Mr. Dryprn. We actually expended, in 1952, $53,561,000. Our 
estimate for 1954 is $57,357,000. 

Mr. THomas. We are talking about your items there which are 
not medicines, which are not food, and which comprise sheets, towels, 
pajamas, pillowcases 

Mr. Drypen. The $22 million item covers everything used in 
hospitals, domiciliaries and offices other than food, drugs, and med- 
icine, 

Mr. Taomas. How much did you spend in fiscal 1953 for those 
items? 

Mr. Drypen. $57,655,000. . 

Mr. Tuomas. That was for medical supplies, coal, and other items. 
I am referring to sheets, towels, pillowcases, and pajamas. You have 
an inventory of $22 million in those. What I am trying to find out 
is how much did you spend toward increasing that inventory in 19537 

Mr. Drypen. No increase in the inventory. 

(The information requested is as follows:) 

Inserted later: The $22 million inventory includes coal and other supplies. 
Sheets, towels, pilloweases and pajamas comprise less than $1 million of this in- 
ventory. We have spent nothing to increase but have decreased this inventory. 


Mr. Baxrr. Mr. Thomas, we expect a further decrease in inventory 
stocks of about $2,751,000. 

Mr. Tuomas. What is your total withdrawal from inventory each 
year for those items other than food and medici ine? 

Mr. Baker. Approximately $28 million is expected to be used in 
1953 at all VA stations. 
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Mr. Tuomas. For what? 

Mr. Baker. For all supplies other than foods, drugs, medicines, and 
dental supplies. 

Mr. Tuomas. In other words, about one-fourth of this total appro- 
priation covers food, medicine; it is spent for flags, cotton goods in the 
hospitals, such as bed sheets, pillowcases, pajamas, and towels? 

Mr. Baxer. Office supplies, and so forth. 

Mr. THomas. What do you spend for office supplies? 

Mr. Baker. $2,364,000. 

Mr. THomas. Let’s have a breakdown for the record at this point 
on these items. 

Mr. Putuurres. All the items in the inventory; all the separate 
groups. 

Mr. THomas. Discussing food here of $54,600,000 under the Tru- 
man budget, it has been reduced to $47,949,000, under the Eisenhower 
budget. You have other items here of $57,300,000 under the Truman 
budget, and $54,300,000 under the Eisenhower budget. Break that 
down with dollars and cents right here. 


SUPPLIES AND MATERIALS 


Mr. Baker. Office supphes, $2,615,343. 

Mr. Tuomas. That is composed of what, stationery, ink, pencils, 
and office furniture? 

Mr. Baker. Not office furniture. Consumable supplies. The furni- 
ture is in equipment. $30,000 for books for libraries. Fuel supplies, 
$4,744,000. 

Mr. Tuomas. Fuel supplies, what is that for, automobiles? 

Mr. Baker. Mr. Dryden could answer that. 

Mr. Drypen. That would be coal, gasoline, and other items that 
would be used that are not contractual services that you buy. 

Mr. Tuomas. That wouldn’t include your electrical current bill? 

Mr. Drypen. No. 

Mr. Tuomas. It only includes gasoline and coal? 

Mr. Drypven. Fuel oil, coal. 

Mr. Baker. Other operating supplies, $11,274,000. 

Mr. Tuomas. What are they? 

Mr. Baker. All cotton goods, as you classed them in the hospitals, 
dishes, anything that is consumable mn the way of operating a hospital. 

Mr. THomas. What, for instance, towels? 

Mr. Baxer. Linens, pajamas, sheets. 

Mr. Tuomas. $11 million? 

Mr. Baxmr. Yes. 

Mr. Tuomas. How much inventory do you have on those cotton 
items, now? 

Mr. Drypen. I don’t have it broken down. 

(The information requested is as follows:) 

All textile classes $4,700,000, including blankets, indigents’ clothing, mattress 
pads, ete. 

Mr. Tuomas. Do you have an approximate figure there? 

Mr. Drypen. No, sir. 

Mr. Tuomas. Do you carry a year’s supply on hand, 6 months’, or 
what is your best guess? 
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Mr. Drypen. The stations carry an average of 90 days. The 
depots will carry about a 90-day supply, too. So you have probably a 
6 months’ supply. 

Mr. Tomas. Can you be any more definite about it? That is a 
$11 million item. It is a whole lot of money. Your best guess is 
that you have about a 6 months’ supply of those cotton- good items, 
towels, sheets, pajamas, and so forth, for the 3 months which is in the 
individual stations or hospitals, and 3 months is in your warehouses? 

Mr. Dryven. That is right, sir. 

Mr. Baker. Materials for fabrication, $899,905. 

Mr. Tuomas. What is that? 

Mr. Drypen. That is the item of parts for automobile repairs, 
repairs to furniture and equipment. It is just all items of keeping 
units and facilities functioning. 

Mr. Tuomas. How do you arrive at that, on the basis of prior 
years’ consumption? 

Mr. Drypen. Mainly. 

Mr. Tuomas. How much do you carry on that? 

Mr. Drypen. They are not carried as an inventory item. 

Mr. Tuomas. They are bought from hand to mouth? 

Mr. Drypven. That is right. 

Mr. Tuomas. No inventory for those items? 

Mr. Drypven. They are carried as expendable items. 

Mr. Tuomas. You are bound to accumulate such inventory. 

Mr. Baker. It would be at the station, and intended for almost 
immediate use. 

Mr. Tuomas. Suppose you made a bad purchase, and bought a 
dozen or 15 of an item, and you didn’t use only a few. That happens 
in a good many purchasing departments in the Government. Would 
they be carried as an inventory some place? 

Mr. DrypE n. They are only permitted, under the regulations, to 
carry a 30-day supply, and buy on a 30-day supply basis, unless it is 
a partic ular item for the re placement of a particular machine. They 
might buy a 2-year period replacement in that case. 

Mr. Tuomas. It is done by central purchasing or individual hos- 
pitals? 

Mr. Drypen. Individual hospitals. 

Mr. Tuomas. Through the GSA catalog? 

Mr. Drypen. If those items are carried in stock at the General 
Services, they are ordered from their depot. If they are non-stock 
items, they are bought from a local store. 














AMOUNT ESTIMATED TO ADEQUATELY OPERATE HOSPITALS 

Mr. Tuomas. Returning to the increase you made a while ago, and 
those three types of hospitals, G. M. and S., TB and NP, whereby 
you increased your original figure from $549 million to $568 million, 
what did you include in your $568 million figure that you didn’t 
include in your $550 million figure? 

Mr. Bigetow. First, we omitted the reduction of $3% million in 
Special Services, $2% million due to a 5 percent increase in food cost, 
$2} million reduction in maintenance and repair, $2} million due to 
the delay in the operating of new hospitals. 

Mr. Tuomas. Does that make up the $18 million? 
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Mr. Biegtow. No, sir. There is $11 million undistributed in that 
reduction. 

Mr. Tomas. Aren’t you putting a cushion in there, Admiral, 
of about $18 million? Can you really put your finger on whether 
you are going to use it or not? Can you be definite as to whether 
you are going to use that $18 million? 

Mr. BicELow. We can, sir. to maintain that patient load, and 
operate that number of beds. 


ACTIVATION PERIOD FOR NEW HOSPITALS 


Mr. Tuomas. Are you going to have your hospitals open on the 
days that you had your target dates set for? Will you be able to 
do that? Are you sure you are going to get your staff doctors? 
[ went to one of your hospitals that was brand new, open 4 or 5 
months, and I doubt if he had 50 percent of bed capacity. 

Admiral Boone. It takes about a year to activate a hospital. It 
is done on a phased basis. 

Mr. Tuomas. You have about $12 million or $13 million in there 
as if you are going to operate them the day you commission them. 

Mr. BiceLow. The average daily number of beds that we are 
going to operate in 1954 is only 4,955. 

Mr. Tomas. Admiral Boone has just testified it takes about a 
year to get the hospital fully running, to operate all the beds. So 


, 


you have a cushion there of $12 million or $13 million on that alone, 
haven’t you? 

Mr. BiaeLtow. No, sir, we have deducted that. We estimated this 
morning that, of the total number of beds coming in, we will actually 


operate an average daily number of 4,955. 
Mr. Tuomas. At a cost of $28 million? 
Mr. Bigetow. No, sir, I don t think we made the estimate that way. 
Mr. THomas. What was the estimate, then; $27 million, to be 
exact, wasn t it? 
Mr. Yarrs. $27,200,000. 


APPROPRIATION REQUIREMENTS TO STAFF HospITaLs IN 1954 


Mr. Tuomas. We want to give you as much money as you need, 
but if you don’t need it, we don’t want to give it to you. You can’t 
staff one of these hospitals in less than 6 months or a year. 

Mr. BicgreLtow. $550 million is the sum, which is $18 million 
more —— 

Mr. Tuomas. I am not asking what was allowed. I am asking 
what in your professional judgment, yours and Admiral Boone’s, 
you think about it. It appears that you have about $12 million or 
$13 million for a cushion there. I am not talking about special 
services, and so forth. 

Mr. BigeLtow. The only answer I can give to that, sir, is that if 
we don t need it, it will not be allocated to the field. 

Mr. Tuomas. That money just gets away through our fingers. 
Could you do this job and do it bang- -up, for $555 million? 

Mr. Bicetow. Yes, sir. We answered that this morning. 

Mr. THomas. What about you, Admiral? $555 million, no back 
talk, and going to do a bang-up good job? 
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Admiral Boone. Not with these reductions of the special services 
which they feel 

Mr. Tuomas. I am not asking about what they feel. It is your job, 
not theirs. 

Admiral Boone. They are not in my department. 

Mr. Tuomas. You are running the hospital. We don’t want the 
tail wagging the dog. 

Admiral Boones. I feel the $3,500,000 is a severe slash for them if 
they are to accomplish their mission. 

Mr. Tuomas. I am talking about your hospital. That is some- 
thing else. 

Admiral Boone. I think I would be at a great disadvantage without 
going over these, things in greet detail with Mr. Bigelow and others —— 

Mr. THomas. You are an old hand at this business. You have run 
more hospitals than everyone else in this room put together. I caught 
you running a 4,000-bed hospital 10 years ago, and it is still one of the 
best ones in the country. So, you have been thinking about this 
subje ‘ct for a long time. It is not a case of first impression with you; 
is it? 

Aimiral Boone. Almost, sir, because we just got these figures on 
the 20th. It has been very difficult to even estimate, and right here 
at the table I think we are handicapped in doing so. I don’t want any 
cushions. I want what is actually required, only. , 

Mr. Tuomas. What is your best estimate right now? 

Admiral Boone. It would be a shot in the dark. 

Mr. Toomas. Maybe we better throw all these hearings out and 
come back in 30 days and give you a chance to study it and go over 
all of it again. 

Mr. SrrriinGc. This is off the record? 

Mr. Tuomas. Let’s put it on the record. If we can’t agree on the 
figures now, rhe throw the whole record out. If you haven’t had 
time to study it, you can come back 6 weeks from now and we will 
take another ok at it. What is your rockbottom figure that you 
can run these three different types of hospitals on and do a bangup 
good job? 

Admiral Boonr. The Deputy Administrator takes the position that 
we can do it on $555 million. I support the policies and leadership 
provided by the head of the organization. 

Mr. THOMAS. That is ducking the question. What do you think, 
Admiral? It is your responsibility, yours and Mr. Stirling. You 
can do it for $555 million. What does Admiral Boone say? 

Admiral Boone. I will not take issue with my good friend Mr. 
Stirling. If he will support that thing, I will support him. 

Mr. Tuomas. Is your answer “yes”? 

Mr. Yates. Whose responsibility is it? 

Admiral Boone. It is the Administrator of Veterans’ Affairs. I 
get the money that is handed to me from the administrative office. 

Mr. Tuomas. That doesn’t satisfy anybody, does it? You think 
we had better throw this record out and come back in about 6 weeks 
from now and see what we can do about it? 

Admiral Boone. I wouldn’t want to see that. I think there has 
been too much good work done in the last 36 hours. 

Mr. Puituips. You better make up your mind somewhere. I said 
I was patient, but there are limits. 
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Mr. Tuomas. Is your answer ves or no, Admiral? 

Admiral Boones. In view of what Mr. Stirling has said, my answer 
is yes. 

Mr. Tuomas. Is that your judgment, too? 

Admiral Boone. It has to be a reserved judgment. But I will be 
a good soldier and sport about it and say yes. 

Mr. Tuomas. We are not running any sporting game in here. 
What about you, Judge Moore? 

Mr. Moore. Could I ask this question off the record? 

(Discussion off the record.) 

Mr. Tuomas. Admiral, is your answer “Yes, unqualifiedly”’; that 
you are going down the line to support this figure? 

Admiral Boone. I will support the figure. 

Mr. THomas. That ends it. No further questions. 

Mr. Anprews. Does that include the figure $555 million, the 
domiciliaries? 

Mr. Stiruinc. No, sir. 

Mr. Puriiurps. Mr. Yates, we interrupted your questioning yester- 
day. Do you care to continue now? 


INFORMATION SERVICE AND NEWS RELEASES 


Mr. Yates. Yes: I will continue, Mr. Chairman. I would like to 
ask Mr. Stirling a question. Mr. Stirling, what is the nature of the 
press information that is given out by the Veterans’ Administration? 
Who speaks for it? Do you have information specialists who issue 
press releases for it? 

Mr. Stirutina. Yes, we do, Congressman Yates. We have what is 
known as an Information Service, in which we employ 49 people. 
We have a Director of Information. His name is A. W. Woolford. 

Mr. Yates. Does he issue any releases without clearing them with 
you first? 

Mr. Sriruina. He issues no policy releases without clearing with 
the Administrator. 

Mr. Puiuurps. Is that supposed to be an answer of yes or no to him? 

Mr. Sriruina. I would like to make it clear, Mr. Chairman, that, 
personally, it doesn’t necessarily mean I see them. 

Mr. Yatss. Who would see them? 

Mr. Sirritinc. General Gray would see them; and, since General 
Gray is not there, | would see them. 

Mr. Yates. Suppose you don’t see them; presumably, then, no 
release is issued out of the VA? 

Mr. Strrurna. That is correct, sir. 

Mr. Yarss. Is that true of all the VA? 

Mr. Sriruinae. There is no other service in the Veterans’ Adminis- 
tration, Congressman Yates, which is authorized to issue any news 
release except through the Director of Information. 

Mr. Yates. When we see a statement such as appeared in the New 
York Times on Sunday, May 24, under the heading ‘‘VA Fears Closing 
of 6 Hospitals,” and the story begins with a statement that the Vet- 
erans’ Administration medical experts estimated today that they would 
have to close 6 or 7 veterans’ hospitals as a result of cuts in their 
budget for the 1954 fiscal year starting July 1, does that not go through 
official channels? 
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Mr. Sriruina. Correct, sir. 

Mr. Yates. You know of no press release covering that particular 
point? 

Mr. Strruna. No, sir. 

Mr. Yates. Do you know who the Veterans’ Administration 
medical expert is who gave out the story? 

Mr. Srrruna. | don’t know. 

Admiral Boonr. Do you know whether you can accept that any 
medical experts gave it out? It is just that newspaper story. Some- 
body has said so, but you gentlemen are constantly subjected to the 
press and misquoted more times incorrectly than correctly. I have 
been for most of 40 years in the Government. I don’t recognize that 
they use a quotation mark. 

Mr. Yares. I will agree with what you say, Admiral. The 
question I am asking is whether or not any of the Veterans’ Admin- 
istration medical expe rts gave it out? I don’t know what is encom- 
passed within the term ‘medical experts.’”’ I wonder if any of the 
medical experts, as you know them, gave out such a release? 

Admiral Boone. Mr. Yates, you were not here, probably, earlier 
in the morning. 

Mr. Yares. I was here. 

Admiral Boone. I know nothing about the article, had nothing to 
do with the article, and the staff denies any relation to it whatsoever. 

Mr. Yates. Where do the veterans’ organizations get their infor- 
mation? They have come before this committee and stated that they 
had 

Admiral Boonr. May I add one thing? 

Mr. Yares. Let me finish my question, and then you can answer. 
They stated to this committee that they, too, feared or had heard from 
the Veterans’ Administration that certain hospitals were going to 
close. 

Admiral Boonr. Not one newspaperman has contacted me directly 
or indirectly since we have received the budget from the Bureau of the 
Budget. One serviceman called me and asked about it. I said, “I 
have no comment to make, and will have no comment to make until 
this committee releases the information, because it is an executive 
committee.” 

Mr. Yates. Did you recognize any of the veterans’ organizations, 
except through your press department? 

Admiral Boons. Except when I am interviewed in the field. But, 
in the central office, they are cleared. 

Mr. Yarss. Do your subordinates issue information to them, with- 
out clearing it through you? 

Admiral Boonr. They have no right to. 

Mr. Yares. I didn’t ask that. 

Admiral Boonr. I don’t suppose so, because they have the order 
to carry out the procedure. 

Mr. Yares. What about your office, Mr. Stirling, do any of your 
other departments issue statements to veterans’ organization with- 
out clearing through you, first? 

Mr. Srirurnc. They do not, sir. 

Mr. Yares. At least, they are not supposed to? 

Mr. Srrruinc. Correct, sir. 

Mr. Yarers. The statement that appears in the New York Times 
for Sunday, May 24, is a completely unauthorized issuance by the VA? 
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Mr. Sriruinc. Correct. 

Mr. Yares. As far as the VA is concerned, the statement that 
appears ip the article, “Officials say $279 million trim in funds may 
cause them to yield 249 beds,” is unauthorized by the Veterans’ 
Administration? 

Mr. Srrruinc. Correct, sit 


HOSPITAL BEDS NOT OPERATED IN 1953 


Mr. Yates. Admiral Boone, I have been talking to Congressman 
Teague in respect to the letter that you wrote to him, and respecting 
the article that appeared in the Congressional Record on page A2842 
on May 18, 1953. That has this list concerning which Mr. Phillips 
interrogated on yesterday. Mr. Teague gave me, at noon today, a 
copy of the letter of May 12 that you had written to him. I will 
show it to you and ask you if that is a correct copy of the letter you 
sent to him? 

Admiral Boone. Yes, sir. 

Mr. Yares. I will insert the letter in the record at this point 

(The letter referred to is as follows: 


May 12, 1953 
Hon. Orin Ek. Teacut 
House of Representatives, Washington 25, D. C. 

Dear Mr. TraGcue: This is in reply to your letter of April 29, 1953, relative 
to the number of beds in Veterans’ Administration hospitals which are closed 
because of lack of funds. The information you have requested is contained in the 
attached table. 

Based on potential recruitability of staff and known demand for hospitalizatior 
in specific areas as of March 31, 1953, it is estimated that a minimum of 2,393 
beds of the total 7,890 beds not in use because of lack of funds (to employ neces- 
sary personnel) would be activated if sufficient funds were made available 

It should be realized that the activation of additional operating beds at any 
specific location is subject to the constant fluctuation in recruitability of skilled 
professional and technical personnel. 

if I can be of any further assistance to you, please do not hesitate to let me 
know. 

Very truly yours, 
J 1 Boone, 
Vice Admiral (Medical Corps), United States Navy, Retired, 
Chief Medical Director. 


Beds not in use because of lack of funds to employ necessary personnel, Mar. 31, 1963 


Type of bed Total 
beds that 
would be 


opened 


Neuro 


Pub f a 
rotal ieee psychi- | Medical | Surgical | # fan 
culosis tri we 

she available 

Total, all hospitals 7, 890 1, 369 2, 156 2, 807 1, 558 2, 393 

luberculosis hospitals, total 929 929 227 
Batavia, N. ¥ 54 4 

Brecksville, Ohio BO 5D 0 

Butler, Pa 3a 38 $s 
Livermore, Calif 65 65 

Madison, Wis 159 159 123 
Oteen (Swannanoa), N. C 4065) ye 
Outwood, Ky 52 2 

fucson, Ariz 15 15 16 


1 bed additional reported closed subsequent to Mar. 31, 1953 


$2490—53—pt. 1 42 
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e of lack of fundsto en ploy necessary personnel, 
Mar. 31, 1953—Continued 


Total 
beds that 
would be 
opened 
if funds 

were 
ivailable 


Medical Surgical 


1 Mounts 
n, Miss 


a, Nebr 
plar Bluff, 


ncouver Wash 
White River Junction, Vt 
Wichita, Kans 
Wilmington, De 
Wilkes-Barre, Pa 


} 





3 beds additional reported closed subsequent to Mar. 31, 1953. 


5 beds additional reported closed subsequent to Mar. 31, 1953. 
‘ Includes 200 additional NP beds scheduled for activation if funds are available. 


3 
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Mr. Yares. The question that comes to my mind is this: You 
stated as of March 31, 1953, a specific date, that there is a list of 
hospitals wherein beds would not be open because of lack of funds. 
Included in that, of course, is the one in Manchester, N. H. With 
respect to that hospital, lack of funds was not the sole reason for the 
lack of use of the beds, isn’t that correct? 

Admiral Boonr. As I said vesterday, that hospital, among others, 
was listed and predicated on a staff study. Mr. Farris can repeat that. 

Mr. Yarss. [ have no desire to trick you. 


UNCERTAINTY OF AVAILABILITY OF HOSPITAL STAFF 


Mr. Farris. In connection with the determination of the number of 
beds that can be activated, if funds were available, it was based upon 
the knowledge of the potential patient load in that particular area, 
the need for the use of those beds, and the possibilities or recruitment 
of personnel. 

On these premises the beds were estimated to be placed in operation 
as soon as funds could be made available. Again, as I said this morn- 
ing, it was based upon a specific point in time when the study was 
made. 

Mr. Yates. Namely, March 31, 1953? 

Mr. Farris. Yes, sir, which is subject to change. In other words, 
on April 1 a man may not have been in bed. 

Mr. Yares. I didn’t get that. 

Mr. Farris. This is not a firm list, as pointed out in the letter. 
Beds may be restored. 

Mr. Yates. This letter is dated May 12, and refers to a date in the 
past, as of March 31, 1953, that is a specific date, under a definite set 
of facts. As of that date, certainly, you could tell what the recruiting 
situation was with respect to these hospitals and determine whether it 
was solely lack of funds that was the cause of the beds not being 
opened, isn’t that true? 

Admiral Boone. Yes, because there was not personnel at that time. 
I might say, since you brought Manchester up, as I have explained to 
Mr. Cotton, had we found not only a psychiatrist, but the nurses and 
attendants who have special training in psychiatry, we would have 
opened the hospital. Or, as the letter says, we can move them from 
another area. We could make our shifts elsewhere. This is an 
overall system relationship. 

Mr. Yates. Brecksville, Ohio, is a TB hospital? 

Admiral Boone. That is right. 

Mr. Yates. As of March 31, the date that appears in this letter, 
the beds were alleged not to be in use because of lack of funds; was 
that it, or was it because of professional personnel there? 

Mr. Farris. I do not have the details here as to each individual one 
of those hospitals. But, on the basis of the report of the managers of 
these hospitals, they could not operate a number of beds on the 
premise that they did not have funds. Whether or not there was a 
known potentiality at that particular place was not an additional 
statement. 

Mr. Yates. Assuming they had sufficient funds to open that 
number of beds, could that number of beds have been operated? 
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Mr. Farris. From the statement of the manager, yes. 

Mr. Yates. Yesterday the question was asked ‘of you as to whether 
or not the statement of the manager was corroborated, and Admiral 
Boone stated that his staff had corroborated the statement of the 
manager. Now, you are answering my question in relation to the 
statement of the manager. Does that mean you had not corroborated 
the statement of the manager? 

Mr. Farris. No, it does not. It is not a simple decision based on 
a manager’s statement. It is taken into consideration in the office. 

Mr. Yares. You just told me that, based upon the manager’s 
statement; yes. To my mind that is an unequivocal answer, 
because, obviously, we cannot call in every manager in every hospital 
throughout the country and ask him if what he told you was correct. 
We have to ask you whether the manager’s statement is correct. 
I assume, therefore, that you corroborate those statements. There- 
fore, that is the reason, when I come to a hospital like Brecksville, 
Ohio, I presume you have corroborated what the manager told you. 

Mr. Farris. I will have to say that is true, that we have corro- 
borated that statement in this particular study at this particular 
point in time. 

Mr. Yates. Would you say, then, with respect to each of the 
hospitals listed in the ( ‘ongressional Record—you may look at them 
if you wish~that had sueh fumds been present, each of those hospitals 
would have had sufficient operating staff to open; and I call to your 
attention that the Manchester hospital is in there, so it couldn't be 
100 percent correct? My question is: I wonder if that is true with 
respect to other hospitals? 

Mr. Farris. The question, the way you put it, leaves a lot to the 
imagination, for this reason: If you were to ask me if we could open 
beds ina specific hospital if we had the money, I would answer ‘‘Yes,”’ 
with certain reservations, namely, they would first have to have the 
money and the authority to proceed with the rec ruitment of personnel. 

In a number of instances, we have hospitals in which they have 
never proceeded with recruiting personnel because they have never 
had the funds. 

Mr. Yarns. Assume that my question carries with it not only the 
funds, but the authority to recruit personnel. Could personnel have 
been recruited and obtained for each of the hospitals that are listed? 

Mr. Farris. I will have to make one further assumption, and that 
is that the manager and the professional people in the central office 
have definite knowledge that personnel to staff those beds are available. 
Then, the answer would be “Yes.” 

ie Yates. Why do you make that assumption after I have asked 
you previously whether you had corroborated the statements of the 
managers, and you subsequently said, “I will have to say that we have 
corroborated the statements of the managers.’’ Now, you are again 
giving me an equivocal answer. 

Mr. Farris. No, sir. You are giving me a hypothetical question, 
and T am giving you a hypothe tical answer to that question. 

Mr. Yares. I am not giving you a hypothetical question in this. 
[ am giving vou a specific date, March 31, with known conditions in 
each of those hospite als, and with the representation having been made 
to Congressman Teague, at least, because he told me the “only reason 
those beds did not open was lack of funds. With that in mind I am 
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asking you whether this was the only reason, and I can’t get a specific 
answer. 

Mr. Farris. I will have to go back to my original answer to your 
question, and say it was corroborated at this particular point in time 
based on the best available information to the group that made the 
study; ves, sir. 


AVAILABILITY OF SURGICAL STAFF AT FARGO HOSPITAL 


Mr. Yates. Now I direct your attention to the hospital that is 
listed in Fargo. I have been told that there is no surgeon for Fargo. 

Admiral Boonr. May I speak on that, Mr. Chairman? I checked 
on that this morning with the staff person who handles personnel 
assignment. He says there has been a surgeon at Fargo. ‘There was 
an assistant to the surgeon who from time to time has not been there, 
and it was filled in with residents from Minneapolis or some other 
place. There has been a lapse for a few weeks at a time. But there 
has been a surgeon there from 1951, and we have had to supplement 
the assistants to him from other hospitals. 

Mr. Yarrs. Are you saying, Dr. Boone, that on March 31 there 
was a surgeon available at Fargo? 

Mr. Puiturs. Make it all surgical services. What would it be? 

Admiral Boone. That would cover your oral 

Mr. Yates. Would you have an operating surgical department 
there? 

Admiral Boone. Yes. 

Mr. Puiturpes. The question is, Were any of the beds closed or 
patients refused because of a lack of surgical staff rather than because 
of a lack of money? That is the question. It isn’t a question of 
whether you had a No. 1 surgeon or No. 2 surgeon. 

Admiral Boonr. I would have to know the type of cases and what 
they had, whether one surgeon could handle it without assistants or 
not. 

Mr. Yares. Dr. Boone, with reference to that statement, you 
declared yesterday it was the policy of the Veterans’ Administration 
Medical Department to staff the beds and not the patients. Now 
you say you have to know the patients to know if there was a sufficient 
surgical staff present. Was there a surgical staff present at Fargo 
to staff the beds? 

Admiral Boone. Not enough at times. 

Mr. Yarrs. Was there on March 31? 

Admiral Boone. I don’t know that. There was a surgeon, I 
learned this morning, there since 1951. 

Mr. Puiuurrs. I call your attention to the list again and the 
Fresno hospital. A memorandum has been handed me that there 
was no psychiatrist there on the date specified, March 31, 1953. 

Admiral Boonr. I wouldn’t know. 

Mr. Yates. Who would know that? 

Admiral Boonr. One would have to check with personnel services. 

Mr. Yates. The only reason for my asking this question is that 
over the period of the last few months members of this committee 
have been criticized for not presumably providing adequate funds to 
take care of the veterans. 
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Your letter is sent to the ranking member of the Committee on 
Veterans’ Affairs, which specifically, if not impliedly, states that beds 
in a list of hospitals were not open because of a lack of funds. Pre- 
sumably you would not write such a letter without the facts. 

Admiral Boonr. I checked with Commander Bigelow before the 
letter was sent. I have confidence that he told me exactly the facts. 


REASON FOR NOT OPERATING BEDS AT DOWNEY HOSPITAL 


Mr. Yates. I notice here that Downey, IIl., which is a psychiatric 
hospital, has 72 beds not in use because of lack of funds. Is there a 
lack of technical staff there at Downey? 

Admiral Boone. I again cannot answer exactly what the situation 
is. 

Mr. Bicetow. My recollection is the situation there has to do 
with nurses and ward attendants. 

Mr. Yates. You mean, you had difficulty in obtaining nurses and 
ward attendants? 

Mr. Bicetow. Yes. 

Mr. Yates. Did you have sufficient money to recruit them? 

Mr. Bicetow. Not at the moment. 

Mr. Yarres. Had you had sufficient money 
cruited them? 

Mr. Bicetow. Yes. 

Mr. Yates. Why do you say, on the one hand, it is difficult to 
obtain the nurses and the operating staff, and, on the other hand, you 
say ‘“‘We assume we could.” 

Mr. Bicetow. Let me rephrase that. The shortage is in the nurs- 
ing personnel and ward attendants. 

Mr. Yates. Was there a shortage in nurses for the beds that were 
not closed? 

Mr. Biartow. According to the reports we received, there was a 
shortage. 

Mr. Yatrrs. At that time? 

Mr. Bicetow. I think we are misunderstanding each other. Lack 
of funds prevented us from going out and recruiting this personnel. 

Mr. Yates. Was there a sufficient number of nurses available for 
recruitment? 

Mr. Brcetow. Insofar as we know, yes, sir. 

Mr. Yates. What about ward personnel; what is the answer to 
that? 

Mr. Biertow. The answer is “ Yes.” 

Mr. Yates. Are there any shortages of technical personnel, such as 
doctors and nurses, who go to make up the hospital staff at any of the 
hospitals that are listed in the Congressional Record list?—-Were there 
on that date? Can anybody answer that? 

Admiral Boonr. We would have to check, Mr. Yates, with the 
professional staff and the staffing group. 

Mr. Yarsrs. Presumably you have checked it, haven’t you, Doctor, 
because you sent the letter out? 

Admiral Boone. I asked if the facts stated in this letter were cor- 
rect, and I was assured they were. 

Mr. Yates. Why would you want to check it, then? As I under- 
stand the letter, the reason these beds were not open was solely because 
of lack of funds. 


could you have re- 


, 
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Admiral Boonr. You were asking about individual categories of 
personnel. | wouldn’t know eve ry hospital. No human being could 
keep it in his mind, whether there was a nurse short, a man needed 
down in the boilerhouse or in the laundry. You wouldn’t have any 
respect for me for counting the leaves on the trees rather than looking 
at the forest in doing the job I have. I have to depend on my asso- 
ciates. hy man does. 

Mr. Yares. Doctor, I am not asking you the question directly. 
You oe your associates here. All I am asking for is an accurate 
answer. As I understand the report of Congressman Teagues’s argu- 
ment in the Record, and his statements to me personally, the only 
reason these beds were not put to use was because of lack of funds. 

Admiral Boonn. Based on that letter, I believe it to be the fact 

Mr. Yates. Yet we know it wasn’t the fact, according to Man- 
chester. 

Admiral Boone. I told you I would have shifted it if I could have 
found the people. 

Mr. Yares. I have yesterday’s hearing here, Doctor. It is my 
impression you stated yesterday either to Mr. Phillips or Mr. Cotton, 
certainly with respect to Manchester, that as of March 31 you were 
unable to obtain psychiatrists for that hospitals. 

Admiral Boonr. If my memory serves me correctly, I thnk we 
said we were not able to do it. All hospitals are instructed to meet 
this cut by selecting the most essential personnel. 

Mr. Brgrtow. Would this help? If we had had the funds, we 
would have put the ceiling out there at the request of the manager, 
and then he would have attempted to recruit the shortage of per- 
sonnel to open those beds. 

Mr. Yates. You knew specifically with respect to Manchester, even 
if you had the funds, in this one instance at least, you couldn’t obtain 
a psychiatrist for that hospital on March 31 

Mr. Breetow. That is right. 

Mr. Yarrs. My question was as to any other hospital. If you had 
had the funds, would you have been unable to obtain some necessary 
part of the medical operating team for a hospital? 

Mr. Bigetow. I don’t think we would have known that 

Mr. Yares. You were able to anwser it for Manchester. The rea- 
son for my question was that you were able to answer it for Manchester 
You now state you cannot answer if for another hospital because you 
haven’t made the effort. Apparently you made an effort, in Man- 
chester. Did you make an effort in any of the other hospitals, and 
were you unable to obtain that? 

Mr. BiraeLtow. We did not have the funds to cover the ceiling 

Mr. Yates. Manchester was in a class by itself? 

Mr. Bicetow. Apparently so. 

Admiral Boone. We have been trying hard to affiliate Manchester 
with the Boston Medical School. I have been in touch with Dr. 
Carroll in Boston. We discussed, could we staff this hospital if we 
could consummate this affiliation? 


NUMBER OF HOSPITAL BEDS OPERATED IN 1952 AND 1953 


Mr. Yates. How may beds—and these are operating beds—did the 
Veterans’ Administration have in NP, TB, and G. M. and S. hospitals 
on July 1, 1952, the start of fiscal 1953? 
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Mr. Bicetow. It was 110,243. 

Mr. Yarrs. Can you give me the breakdown? 

Mr. Bicretow. No, sir; I do not have that information here. TI will 
put it in the record for you. 

(The information follows:) 


Operating heds in VA hospitals 


Julv 1, 1952, ‘ Julv 1, 1952, 
inning of Average beginning of 
a : for fiscal Hospitals open: 
fiscal vear Saeed Re fiscal vear 
. year 1952 
1953 - en 1953 


Average 
for fiscal 
year 1952 


Hospitals 


109, 841 NP 51, 626 51, 592 
- G,. M.ands 49, 827 | 49, 698 
551 


Mr. Yates. When vou say ‘average’ 

Mr. Bicgetow. Throughout the vear. 

Mr. Yates. This morning you testified, in response to questions 
by Mr. Thomas, that you had as of : April 3 0, 109,072 beds, 13,594 
beds which were not operating, which would make a total of 122,666 
VA beds, if my addition is correct. 

Mr. BicreLow. It sounds right. 

Mr. Yates. Do you ss those figures for July 1, 1953? 

Mr. Farris. Yes, sir. These are eo number a — that were in 
operation on June 30, 1952 which is, in effect, July 1, 110,243 in all 
VA hospitals. They are broken sewer as follows: So dan in NP hos- 
pitals, 8,790 in TB hospitals, and 49,827 in G. M. and S. hospitals. 

Mr. Yares. As of the start of the fiscal year vou had 110,243. 
How many beds were scheduled to come into operation during fiscal 
vear 1953? 

Mr. Bicetow. Authorized beds—-we will lose a net of 612 operating 
beds during 1953 

Mr. Yares. As of the start of the fiscal vear, how many were 
scheduled to come into operation through new hospitals? 

Mr. Biartow. I have only the net figure. 

Mr. Yates. We know for 1954 vou have stated you anticipate that 
8,675 beds will come into operation. 

Mr. Farris. This is an average of 7,340 authorized beds for the 
year. Of that number, 4,955 would be in operation, on an average 

Mr. Yates. Is that 90 percent? 

Mr. Farris. That has no relation to that percentage at all. 

Mr. Yates. You say the average operating number of beds is 
109,841 as of that date, as of the start 

Mr. Farris. 110,243. 

Mr. Yates. I said average. 

Mr. Farris. 109,841 is the average in operation during 1952 
That is for the whole year. 

Mr. Yares. Were any of those beds taken out of use as a result of 
budget cuts? 

Mr. Farris. Yes, sir; they were. 

Mr. Yates. How many, and where? 

Mr. Farris. The net total between June 30, 1952, and December 
31, 1952, was 2,288. There was a net loss in NP hospitals of 789, a 


» 
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net gain in TB hospitals of 173, and a net loss in G. M. and 8S. hospitals 
of 1,672. 

Mr. Yates. These beds would have remained open if you had 
sufficient funds? 

Mr. Farris. That is right. 

Mr. Yares. In response to a question by Mr. Thomas this morning, 
[ think Mr. Rosen stated that 7,890 beds were unavailable for lack of 
funds; that is correct, isn’t it, Mr. Rosen? 

Mr. Tomas. He changed that to 2,280. 

Mr. Yarrs. So, on the number vou have just testified to, that was 
the number out of operation? . 

Mr. Farris. The net number that I just gave you re vs a the 
change, or loss, of operating beds since June 30 last vear, during the 
current year. 

Mr. Yares. During the whole year there are only 2,280 beds which 
were not in operation due to lack of funds? 

Mr. Farris. I can’t make that statement. 

Mr. THomas. You made it 40 times this morning. 

Mr. Yares. Where are we not in agreement? 

Mr. Farris. I believe we are in agreement; 7,890 beds were not in 
operation due to lack of funds on March 31. Only 2,288 were reported 
as a direct result of the reduction in funds. 

Mr. Yates. 2,288 beds were lost through lack of funds? 

Mr. Farris. That is right. 

Mr. Yates. Then I get back to my question: The number of beds 
not used through lack of funds was 2,288 for the year? 

Mr. Farris. For the total number out of operation, that was the 
number during the fiscal year that was not operated due to lack of 
funds. 

Mr. Yares. None of the 2,288 beds were not in use for any reason 
other than lack of funds, is that right? 

Mr. Farris. That is correct. That was a direct loss in the reduc- 
tion of funds. 

Mr. Yates. The lack of personnel had nothing to do with the loss of 
these beds? 

Mr. Farris. No, sir. 


NUMBER OF HOSPITAL BEDS TO BE OPERATED IN 1954 


Mr. Yaress. If you open the 10 new hospitals scheduled for opening 
in 1954, how many beds will you be able to operate or how many beds 
will you lose in existing hospitals? 

Mr. BiegeLow. We will operate an average of 109,207. 

Mr. Yatus. What will be the total loss of beds, including those 
available, for lack of funds as a revised— 

Mr. Putuuips. I don’t think the last question was answered. You 
got the number of beds currently in operation. I think what Mr. 
Yates asked was the number of beds that would be operating in 1954. 

Mr. Bicsiow. Under the revised budget, as I understand it— 

Mr. Yates. No, that is my next question. Let me repeat ‘the 
question. If you open the 10 new hospitals scheduled for opening in 
fiscal 1954, if those were open, how many beds will you be able to 
operate in existing hospitals? 

Mr. Bicetow. 109,207. 
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Mr. Yates. What will be the total Joss of beds, including those now 
vacant, for lack of funds as a result of the revised budget estimates? 
I assume that is the Eisenhower budget figure. 

Mr. Bigetow. 5,108. 

Mr. Yates. Will you be able to absorb the loss of beds as the 
result of this budget in addition to those already closed for lack of 
funds without closing hospitals? 

Admiral Boone. Will you repeat that question, Mr. Yates? 

Mr. Yates. Will you be able to absorb the loss of beds as the 
result of this budget in addition to those already closed for lack of 
funds without closing hospitals? 

Incidentally, | am reading a list of questions submitted by Congress- 
man Teague. 

Admiral Boone. The question would appear to be improper for 
me to answer. It would seem improper for me as Chief Director to 
voice a policy annunciation of this nature which would seem more 
proper to come from the Administrator of Veterans’ Affairs. However, 
as I said earlier today, I think we should defer to Congress, any 
consideration of the closing of hospitals. 

Mr. Yarns. Suppose, through a reduction in funds, you are com- 
pelled to close a certain number of beds in a certain number of 
hospitals. Is there a point at which a hospital should not be opened 
in terms of the number of beds that are required to be closed? 

Admiral Boons. Would you rather say, is there a point at which it 
should be closed? 

Mr. Yares. Yes. 

Admiral Boonn. You can close so many beds in so many wards 
and then there would be no justification to keep it for the smali 
number of patients that you put there, with the per diem cost, and 
you very definitely 

Mr. Yarrs. Is that a decision you will make as a Medical Director? 

Admiral Boone. That is made by the Administrator, and I feel 
sure, with the relations I have had with him for 2% vears, it would be 


in concurrence with the Medical Director’s opinion. 
RESPONSIBILITY FOR ANY DECISION TO CLOSE HOSPITALS 


Mr. Yates. When the new budget estimates were received from the 
Bureau of the Budget, were you instructed to close any hospitals by 
the Bureau of the Budget? 

Admiral Boons. No. Mr. Stirling, may I quote what was said 
in the Bureau of the Budget letter? 

Mr. Stirring. If the Congressman is asking you that question, yes. 

Admiral Boonn. The Bureau of the Budget in a letter to General 
Gray, signed by Mr. Dodge, cited methods by which additional 
reductions could be accomplished if it was necessary that further 
reductions be made in operating costs and said that responsibility 
for initiating action in any areas including closing certain hospitals, 
rests with the Veterans’ Administration. 

Mr. Yates. It was up to you people whether or not to close- 

Admiral Boonr. That was the opinion of the Bureau of the Budget. 
Again, as Chief Medical Director, I think I am thinking through on 
the matter, and I think Mr. Phillips referred to it the other day, not 
on the instigation of the VA as to placement, that the VA would be 
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very improper if they didn’t confer with the Congress if they felt they 
should close one. We know, and you gentlemen know the impact of 
closing one hospital. The Bureau of the Budget has said to me, 
‘You name one hospital—as I understand my predecessor did before 
one of the committees of Congress, and he could hardly get out of the 
Capitol before he was attacked—the first hospital you name, you will 
have two Senators in the whole congressional delegation on the White 
House doorstep, the Bureau of the Budget doorstep and the VA 
doorstep.” 

Mr. Cotton spoke of White River Junction today. I am well 
aware that White River Junction is the only VA facility in the State 
of Vermont. I still believe in representation of things in Govern- 
ment, as I believe in the democratic processes of Government. I 
cannot foresee that any representative of Congress would support 
the idea of losing a VA facility, that is the only one in their State, 
and certainly one that provides service. I would like to emphasize 
the service because we have been talking so many figures and very 
little about service to sick people. 

Mr. Yates. Dr. Boone, in your opening statement you said: 

After careful consideration it is my professional judgment that the funds in 
the bill before you will not make it possible to staff the new hospitals now scheduled 
to be activated during the fiscal year 1954. 

Will the funds recommended by the Bureau of the Budget permit 
carrying on the medical program of all other hospitals and the new 
ones on the same basis that you have carried it on in the past, in 
vour professional judgment? 

Admiral Boonr. With the extended program in the new hos- 
pitals 

Mr. Yares. Without the new hospitals, without considering the 
new hospitals, apart from the question of new hospitals. 

Admiral Boonr. The present hospitals we have 

Mr. Yates. Will the funds allocated by the Bureau of the Budget 
permit you to carry that program on and employ the same high 
standards of nadie al care and quality of service to the patients that 
they have enjoyed in the past few years? 

Admiral Boonn. No, sir. 

Mr. Yares. What will you have to do? 

Admiral Boone. Right here we lose $3,500,000 for special services. 
We reduced food, which is one great concern to me. ‘The ration costs 
are being reduced. I must accept the Bureau of Labor statistics, but 
[ am very concerned when you go down from 80 cents to 74 cents to 
feed a domiciliary member. I eat in these places many times. It is 
astounding to me how the VA can feed as well as they do on ration 
allowances. As a physician I know not only the value of the food 
components to the physical being, but also the morale value. 

Mr. Yates. Would it be better to shut down some of the hospitals 
and provide good care in some of the others? 

Admiral Boonr. I take a very strong position there. Shutting 
down old hospitals versus opening new is a serious problem. These 
new hospitals are fireproofed. They have the aseptic techniques. 
Many of our old hospitals are firetraps and they do not have the quali- 
ties to meet the new facilities. 

I have inspected military, Federal, private hospitals, and now for 
2% vears I have been inspecting the VA facilities. I do not think 
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that you can compare on any 
the opening of new hospitals. 

Mr. Yates. Are you suggesting that with the funds that are con- 
templated by the Bureau of the Budget you would continue all the 
beds that you now have in operation plus the new beds that are coming 
in with the abbreviated funds rather than closing down hospitals in 
order to 

Admiral Boone. I would open all the new hospitals that had been 
authorized by the Congress to open. 

Mr. Yares. Getting back to my question, if the Congress approves 
the new recommendation of the Bureau of the Budget; would you 
recommend opening all the hospitals? 

Admiral Boone. I don’t need to recommend it. I just support the 
idea of going through with it. That is our obligation. We have no 
orders not to. I would rather open all these new hospitals, even if it 
meant closing some of the old ones. 

Mr. Yates. Would you want to close any of the old ones? 

Admiral Boone. We have said in our testimony, both Mr. Stirling 
and myself, it will take appropriations to staff the new hospitals 
coming in. 

Mr. Yarres. Mr. Bigelow has stated that with the revised budget 
appropriation you would lose something like 5,108 beds. Are you 
going to scatter that loss over all of the hospitals, old as well as new, 
or are you going to close down some old ones? 

Mr. Bicetow. That has not been determined. We have not 
reached that conclusion. The closing of hospitals has not come into 
this picture as far as the Veterans’ Administration is concerned. 

Mr. Yares. Can you say there are any hospitals on the probable 
list for closing i in the event the Congress approves the Bureau of the 
Budget’s new recommendation? 

Mr. BiceLtow. Let’s put it this way: We have no list. 

Mr. Yarres. Have you received any advice from the Bureau of the 
Budget on closing hospitals? 

Admiral Boone. They said that was our business, an administra- 
tive matter within the VA. 


rational basis the closing of old versus 























DIFFERENT STAFFING RATIOS USED BY THE BUREAU OF THE BUDGET 
AND THE VETERANS’ ADMINISTRATION 





Mr. Anprews. Admiral, is it by the insistence of the Bureau of the 
Budget that you can operate the full number of beds in 1954 of 114,315, 
which includes the domiciliaries, for the amount they have recom- 
mended; namely, $543,973,000? 

Admiral Boong. We have to accept that as their assumption. 

Mr. Anprews. Is that their statement? 

Admiral Boonr. That is what they have presented to the Congress 
as supporting what their feeling is. 

Mr. Yates. The next question by Mr. Teague is this: You have 
estimated that you can take care of a patient load of 97,738, which is 
4,632 less than the amount stated in the revised estimate. Why is 
there a difference in your figures and the figures of the Bureau of the 
Budget? 

Admiral Booneg, It is predicated, Mr. Yates, I think, on a different 
ratio of employee to operating bed. They go on a ratio which we 
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could not possibly accept, a ratio of 95 per operating bed. The 
American Hospital Association is higher, I believe. 

Mr. Paiuuires. Will you put on the record what that ratio is? 

(The information follows:) 


The number of full-time employees per bed as reported by the American 
Hospital Association for non-Federal hospitals during 195! was 1.25. The ratio of 
employees to patients was 1.71. The average occupaney of the hospitals for 
which the above was reported was 73 percent. (Source: Administrators Guide 
Issue of Hospitals magazine, June 1952, pt IT.) 

Admiral Boonr. May we verify that? 

Mr. Puituips. You say a ratio. <A ratio of what to what? 

Admiral Boonr. Personnel to beds. 

Mr. Paivuips. I understand, but I want it on the record, 

Admiral Boonr. We had that yesterday, that we do not accept 
the preface. This is based on professional judgment and the expe- 
rience of a long time, and you might say in debate with people that have 
not had that experience. 

Mr. Yaves. Are you stating, now, Admiral, that the Bureau of the 
Budget has taken the position that a ratio of 95 is adequate? 

Admiral Boonr. May I say this off the record? 

Mr. Yares. I would like it on the record. 

Admiral Boone. I have been told by the Assistant Chief of the 
Hospital Section of the Bureau of the Budget that my two predeces- 
sors, General Hawley, and Dr. Magnuson, would not accept this 
preface of staffing: That is, employees versus patients, rather than 
employees versus beds, and that if I did we would not be in accord 
I believe we can staff only on an employee-versus-bed basis and not 
versus patients. 

Mr. Yarss. I think it is all right, as far as I am concerned, but I 
would like an answer to what [ asked you, namely, did the Bureau of 
the Budget state specifically that it proposed a ratio of 95 for the care 
of patients in the VA hospitals? 

Mr. BiceLtow. That is all the dollars they gave us. 

Mr. Yates. You say that is all the dollars they gave you. Did 
they, in giving you those doilars, state it contemplated a ratio of 95? 
Mr. BiaeLow. No, sir. They gave us the number of personnel. 

Mr. Yares. Is it your interpretation, based upon the amount of 
dollars they gave you, that this ratio of 95 was what they wanted? 

Mr. Farris. In this particular instance, the number of personnel 
specified by the Bureau of the Budget in their letter allowance was 
considerably greater than could be supported by the amount of dollars 
that was authorized for the hospital program. 

Mr. Yarus. They wanted good care, and didn’t give you the 
amount of money to provide it? 

Mr. Farris. That is right. It would produce, roguhly, 108,000 
personnel. To follow through and carry the patient load they had 
prescribed, would have required operation of in excess of 114,000 beds. 
As a result, all we could have, in terms of personnel, per 100 operating 
beds, was 95 people. 

Mr. Yates. This is based on the assumption that the costs would 
remain the same as over the past few years, that there would not be a 
diminution of the quality of medical care? 

Mr. Farris. If we followed through and used the patient load 
they have prescribed, within the money allowed, we would be forced 
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to bring our personne! per 100 beds down from a requirement of 103 
pe rsonnel per 100 operating beds to 95 people per 100 operating beds 
in the hospital system. 

Mr. Putuures. I do pot want to interrupt you, but I would like to 
ask the doctor and Mr. Farris where they get the authorization for 
saying that was the intention of the budget, to make it 1 to 95? 

Mr. Farris. I did not say that. If we handled the patient load 
that was prescribed, it would require 114,000 operating beds. If we 
followed through with the normal usage of beds, maintaining 85 
percent in the G. M. and 8. hospitals, 90 percent in TB, and 95 percent 
in NP hospitals, it would mean we could only have, as a result of that, 
95 people per 100 operating beds in the system. 

Mr. Yarrs. That is the conclusion the VA came to, apparently, 
by the conclusion of the Bureau of the Budget. 

Mr. Puruurps. I have a feeling it doesn’t take into consideration the 
average occupancy of beds. 

Admiral Boonr. We predicate our requirements on 1.03 employees 
per bed. 

Mr. Yarres. Mr. Andrews makes the point that you are speaking 
of a ratio of employees to beds, rather than employees to patients. 

Admiral Boonr. That is right. We feel our requirements should 
be 1.03 minimum. 


HOSPITAL CARE IN CONTRACT HOSPITALS 


Mr. Yares. You have stated 879 patients must be removed on 
June 30 from contract hospitals, is that correct? 

Admiral Boone. Yes, sir. We had 6,129 on March 31, 1953. 
The 1954 budget will reduce it to 5,250. 

Mr. Yates. Are these service-connected? 

Admiral Boone. Not necessarily. 

Mr. Yarres. What will you do with these cases if they are removed 
from contract hospitals? 

Admiral Boonr. Eliminate them through attrition and by severe 
restriction of admissions. 

Mr. Yarrs. You don’t mean eliminate the patient by attrition? 

Admiral Boonr. No. Some patients will die, others will be dis- 
charged as their treatment ends. We cannot take a lot of these 
patients out of the hospital. It would be imimical to their welfare. 
lt would have to be by attrition or what nature’s actions are. 

Mr. Farris. Here is one additional fact. The allowance for fiscal 
year 1954 was 110,950 personnel for the operation of hospitals. But 
in view of the fact that these allowances were based upon a June 30, 
1952, average salary, it was impossible to pay more than 108,016 
personnel with the money allowed for personal services. 

Mr. Yares. In other words, vou can’t buy 110,000 employees for 
the money they gave you? 

Mr. Farris. That is right. 

Mr. Yates. Is that because of pay increases required by law? 

Mr. Farris. Yes. 


OUTPATIENT DENTAL CARE 


Mr. Yares. I understand that you originally asked for about $34 
million for outpatient dental service, the outpatient care program, and 
that vour request was reduced in the revised budget by about $21 
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million, leaving fourteen or fifteen million dollars for the dental-care 
fund. How many approved, service-connected dental cases do you 
have in your backlog at the present time? 

Admiral Boone. 338,873 service-connected dental cases in the 
backlog. 

Mr. Yarrs. How much money will it take? 

Admiral Boone. $19,802,971 to reduce it to normal range. More 
than that to eliminate it entirely. 

Mr. Yates. How much money do you estimate is needed to meet 
outpatient needs for 1954? 

Admiral Boone. $52,427,000. May I explain that? We have about 
511,000 cases to treat during fiscal year 1954, and 623,000 for exam- 
ination. The costs amaze me, even as a physician. It will be $104.52 
for treatment, and the examination is $14.33. 

Mr. Yares. Is this predicated upon the tooth-and-service regulation 
that the VA has? 

Admiral Boone. You mean, going from one tooth on up to a lower 
plate? The relationship from one cavity to another? | am speaking 
of the relationship to the next tooth, and on and on until you lose 
all the teeth and have the replacements, a gradual process. 


INCREASE IN HOSPITAL FACILITIES, 1952-54 


Mr. Yarss. Will you compare the appropriations for the Depart- 
ment of Medicine and Surgery for the years 1952 and 1953 with the 
1954 revised estimate to explain how many new hospitals were opened 
during those years, and how much the authorized bed capacity has 
been increased? 

(The information follows: ) 


Net increase in hospital facilities 


Fiscal year Fiscal year 


Item 952 1953 


Number of hospitals (as of June 30) - 3 8 10 
A verage authorized beds 1, 586 1, 968 6, 187 
Total amount available for all VA hospitals $502, 793, 064 | $515, 138, 459 $523, 973, 000 


MEDICAL AND DENTAL FEES 


Admiral Boonr. These fees are set by individual physicians, but 
through State medical and dental societies. They are predicated 
upon the prevailing costs, and less than prevailing costs. 

Mr. Anprews. Less what? 

Admiral Boonr. I mean, under what they charge the private 
person. They give us a special rate. These figures are fixed in 
contracts, or were in 1946, and with a slight adjustment im 1949 

Mr. Yates. The suggestion has been made—was it by the Ameri- 
can Dental Association, Mr. Phillips—a suggestion has been made 
with respect to the dental program that once a tooth lesion was 
corrected by a dentist, that that should be sufficient to take care of 
a service-connected disability. 

Mr. Puiuurps. It was made by a representative of the dental 
assocation. It has been made by at least one, if not more, of four 
major organizations. I thought I had a note here. The AMVETS 
made it as a specific statement, indicating a reduction would result 
of about $20 million. The other three said that they had it under 
study and felt something should be done about it. A number of the 
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members of the legislative committee have said the same thing. Mr. 
Teague, himself, has a bill m. It is H. R. 5007. It concludes this 
service a vear after date of discharge or 3 vears after the bill is passed. 
Admiral Boons. Before I answer that question, I would like to 
read this from the Bureau of Labor Statistics. I think it is back- 
ground and will be very valuable to this committee. 
(The document referred to is as follows:) 


MEDICAL AND DENTAL FEE INDEXES 


The table below shows the United States Bureau of Labor Statistics indexes of 
physicians and dentists fees for each quarter from July 1949 to September 1952. 
These indexes are based on the usual fees charged by physicians and dentists 
serving moderate income urban families. 

Fees charged by physicians and dentists to private patients in the United 
States have been rising steadily since June 1946. September 1952 showed a 
11-percent increase in medical fees and a 9-percent increase in dental fees. In 
October 1952, fee schedules for physical therapy, occupational therapy, autopsy 
and biopsy were increased approximatelv 10 percent; otherwise there has been 
no major change in the VA medical fee schedules since July 1949. 

There has been verv little change in the dental fee schedule which was set in 
1946 at about the median cost for dental services provided to patients during that 
year. However, the BLS index indicates that fees charged by dentists to private 
patients increased 28.9 percent since June 1946. 

At the suggestion of the American Dental Association, several State dental 
societies made survevs in Februarv 1952 which showed that the median of fees 
charged to private patients for various dental items were, on the average, about 
15-percent higher than those charged the Veterans’ Administration. On many 
treatment items, fees charged to private patients were at least 25-percent higher 
than those charged the Veterans’ Administration. 


Indexes of physician and dentist fees charged to private patients (June 1946= 100) 


Phvsician Dentist 


Phvsict: Dentist 
.e fees fees 


fees 


Month and yee Month and year 


1949 1951 
June 113 March 
Sentember 14.5 7 June 
December September 
1950 December 
March 115.3 | 119.6 1952 
June 115.3 2 March 
Sentember 116.7 2 | June 
December | 117.2 23.3 || September 


Source: U. S. Burean of Labor Statisties index converted to base June 1946= 100. 
Note.—Physician fees are for office visits. Dental fees are for fillings and extractions 


ELIGIBILITY FOR DENTAL CARE 


Mr. Yarres. What does a veteran have to prove to obtain dental 
care from the VA? 

Admiral Boone. I think Mr. Howard can answer that. He has 
to be cleared by the Claims Sections, examined by a physician, and 
soon. Mr. Howard can answer that. 

Mr. Howarp. I can read you our requirements, Mr. Yates. 

(The requirements referred to are as follows:) 


REGULATION 


1106. EvIpENCE TO ESTABLISH SERVICE-CONNECTION.— (A) Service-connection 
for dental disabilities will be established by service records, documentarv evidence 


in the form of reports of examinations (dental or physical), duly certified state- 
ments of dentists or physicians, or certified statements of fact from two or more 
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lisinterested parties. The disability must be shown to have been incurred in or 
aggravated by service as provided herein. Statements certified by dentists or 
physicians must give the claimant’s full name, the date he was first examined 
or treated, the date of subsequent treatments, if any, and contain a complete 
and detailed statement of the symptoms observed and diagnosis made. The 
name or number of all defective or missing teeth noted and the character and 
extent of any pathological condition of the investing tissues observed should be 
neluded. If exact dates cannot be given, the expression “on or about” an 
approximate date may be considered. Vague expressions, such as ‘“‘sometime 
after discharge” or “since discharge,” will not be accepted. Certified statements 
from disinterested parties must show the circumstances under which knowledge 
of the claimgnt’s disability was obtained and as far as possible describe the symp- 
toms and location of the disability observed (February 6, 1952). 
(B) Where, however, after all sources of information have been exhausted and 
ll variations in the records reconciled, there remains notation of filled teeth at 
time of discharge or release from active service and there was no notation of these 
teeth as defective or filled at induction or entrance into active service, service- 
connection may be granted in exceptional cases for such teeth, notwithstanding 
there is no record of treatment during active service, provided the veteran alleges 
reatment in service, giving the time and place of treatment, and the conditions 
and circumstances of his service at the time support his allegation and inception 
n service is consistent with sound dental judgment. Exceptional cases contem- 
plated in this caregory are where the veteran had a considerable period of service, 
particularly in a combat area where records of treatment may not always have 
een recorded due to the stress and strain encountered under battle conditions or 
vhere extenuating circumstances are shown in those instances where the veteran 
erved in this country or in other than combat 
1107. S#RVICE-CONNECTION WHERE DENTAL DISABILITY IS NOT OF COMPENSABLE 
/EGREE.— Determinations relating to the origin or aggravation in active service 
f dental conditions not of compensable degree where claim is made for treatment 
will be in accordance with VA Regulations 1105, 1106, and current instructions 
covering service-connection and aggravation under Veterans Regulation No. 1 (a), 
part I, as amended. However, the statutory presumption provided in section 
200 of the World War Veterans’ Act, 1924, as amended, as reenacted by Public, 
No. 141, 73d Congress, or Veterans Regulation No. 1 (a), part I, paragraph 1 (b), 
as amended, as to soundness of condition at time of entrance into active service 


will not be applicable in cases of dental conditions not of compensable degree 


INCREASE IN HOSPITAL FACILITIES, 1952-54 


Mr. Yates. Dr. Boone, I repeat the question I asked a few moments 
ago: To compare the appropriation for the De,artment of Medicine 
and Surgery for the years 1952 and 1953 with the 1954 revised esti- 
mate, and explain how many new hospitals were opened during each of 
those years and how much vour authorized bed capacity has been 
increased. 

Mr. Farris. I would like Mr. Baker to answer the appropriations 
figures, but | will give you the figures on hospitals and the number of 
authorized beds at 1951 levels. There were 3 hospitals opened in 
1952, with a capacity of 1,586 beds. In 1953, 8 more hospitals net, 
with an average capacity for the vear of 1,968 beds, and in 1954, it is 
estimated a net of 10 hospitals, with a capacity of 6,187 beds. 

In each instance, the bed figures I have given you here are average 
authorized beds for the fiscal year. 


Mr. Baker. Mr. Yates, I have here on page 35 a table that shows 
the net obligations, which is at the moment the nearest | can come to 
the appropriation for 1952, for the entire Department of Medicine 
and Surgery, $666,957,004. The last estimate of what we think it 
would cost during the current period is $664,388,470. The original 
printed budget is $713,500,000, and the revised budget, which was 
approved by the Bureau of the Budget, within the past week er so, is 
$657 600,000. 


32490—53—pt. 1——-48 
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ANTICIPATED UNOBLIGATED BALANCE ON JUNE 80, 1953 


Mr. Yates. The question has been raised as to the amount of unex- 
pended funds that the VA expects to have on June 30, 1953. How 
much of an unexpended balance do vou expect? 

Mr. Baker. The latest computation on that indicates a total 
unobligated balance of approximately $8,200,000, of which about 
$6 million would be in the medical part and $2,200,000 in the general 
administrative part. 

Mr. Yarrs. What is the reason for the unexpended balance, the 
reason you gave Mi. Thomas this morning, the fact that this is 1 pei 
cent of youl total 

Mr. Baker. Yes, we allot funds to 270 field stations in addition to 
activities in the central office. In all cases, they are restricted to 
incurring obligations not iv excess of the allotments. If they obligate 
99 percent, they are doing a good job, and we will come out all right 


ALLOCATION OF SUPPLEMENTAL APPROPRIATIONS FOR 1953 


Mr. Yates. Will the $5 million add to the unexpended belance? 

Mi. Baker. No, sir. 

Mr. Yares. Will you tell the committee what was done with the 
$5 million? 

Mr. Baker. Last fall, when we were trying to lessen the reduction- 
in-force, there was about $4 million that had been made available for 
out-patient care which was transferred to in-patient care. When we 
received the $5 million supplemental, instead of putting that all in 
the hospitals, we put $4 in the out-patient dental care to replace the 
amount which had been taken away last fall. 

Mr. Yarrs. That is like a sponge? 

Mr. Baker. Somewhat, sir. The other $1 million, generally, went 
to increased staffing, or the activation of these new hospitals as they 
came 1D 

Mr. Jonas. Could that entire $5 milfion not have been used to 
bring back into operation some of these beds that Dr. Boone was 
writing about in March? 

Mr. Baker. It could have been, Mr. Jonas. 

Mr. Jonas. It was not? 

Mr. Baker. We had no assurance that we could take care of 
them later 

Mr. Anprews. If you have an unobligated balance of $6 million 
at the end of this fiscal year, how many beds could vou have opened 
and operated during this fiscal year? I believe it has been testified 
vou closed 2,280. How many beds could you have operated in fiseal 
1953 with the $6 million unobligated balance in the medical depart- 
ment? 

Mr. Moors. As ef May t8—I make a weekly estimate to the 
Administrato.—and the unallotted funds remaining in the appro- 
priation as of May 18, 1953, in the first 7 programs I had $376,069 
unallotted, $782,468 unallotted in medical, or a total unallotted of 
$1,158,537. That was on May 18. You can see most of the funds 
had heen allotted. 1 have in reserve $142,503 for pew hospitals, 
$49,785 for maintenance and repair, other miscellaneous require- 
ments $152,896, emplovees’ travel $18,742, or $363,926, which leaves 
an uncommitted balance of only $418,542 in the medical program. 
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Mr. Anprews. Judge, how can we reconcile that statement with 
what Mr. Baker says, that all of the $6 million was unobligated at 
the end of this vear? 

Mr. Moore. These people do not obligate their funds until they 
have an allotment. 

Mr. Anprews. I would like one witness to answer the question 
from start to finish. Mr. Baker, how much will have been unobli- 
vated from the Medical Department at the end of the fiscal year 1953? 

Mr. Baker. The statement I made before, Mr. Andrews, is correct 
and still stands. The point is, we allot this money to the two hundred 
and seventy some stations. 

Mr. Anprews. But you still have control over those funds? 

Mr. Baker. After we allot it to the station manager, he has control 
over it, but he has strict instructions that he cannot incur an obligation 
in excess of that. It is a good manager that can come out exactly 
even. If he cannot obligate for more money than he has in his 
pocket in the way of an allotment, he will usually come up with a 
balance. When it is all added together, it will add up, in our opinion, 
at this time, to approximately $6 million. It might be less 

\fir. Anprews. You testiied that at the end of the fiscal year 1953 
there will be an unobhgated balance of $6 million in vour immediat 
program. 

Mr. Baker. We estimate that 

Mr. Anprews. And my further and final question is this: How 
many of the 2,288 beds that were closed during fiscal 1953, alleged], 
because of lack of funds, could have been operated with $6 million? 

Mr. Baker. IT will sav, Mr. Andrews, regardless of how many 
dollars we would have had appropriated, we would have still $6 
million or more unobligated. 

Mr. ANprREwWs. Can’t vou answer that question now? 

Mr. Yates. How many beds can vou open for $6 million? 

Mr. BicgeLow. We have testified it would require $14 million to 
operate for one full year the 2,288 beds now closed for lack of funds 
On that basis, $6 million would be approximately one-half, or sa) 
1,000 beds might have been opened during the fiscal vear 1953 

Mir. ANprEws. Approximately 1,000 could have been operated fo: 
a full year with $6 million? 

Mr. BiaeLtow. Yes, sir. 

Mr. Anprews. You had 2,288 beds closed during fiseal 1953? 

Mr. Biaretow. Yes, sir. 

Mr. Anprews. Some of those beds operated as long as 6 monthis 

Mr. BiaeLow. Yes, sir. 

Mr. ANprEws. What was the average number of beds closed on a 
vearly basis? 

Mr. Bicretow. I don’t have the figure. It would be roughly 1,200 
to 1,500. 

Mr. ANpreEws. You could have operated 1,000 beds with the $6 
million unobligated 

Mr. Yarrs. Mr. Baker disagrees with you. 

Mr. Anprews. I think I am figuring these amounts correctly 

Mr. Baker. I think vou are missing the pomt, Mr. Andrews 

Mr. Yares. He says he can’t use the $6 million. 

Mr. Baker. The money is out in the field now. We have allotted 
it. We have allotted, within a few hundred thousand dollars, all the 
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money that has been made available to us. Regardless of that, there 
will be a balance. There will always be a balance because of the strict 
accounting controls that are required by law as to incurring obligations 
not in excess of funds available. In observing the spirit of the law 
and accounting principles, we try to see that all our stations are aware 
of their liabilities under the law, to the extent that they could not, in 
any case, exceed the amounts that are made available. If they never 
exceed, a great number do not equal the amounts, and therefore, they 
have balances. That is why I say regardless of how much you put 
out, it is all out now except for a small amount which is held for 
emergencies, which we should be wise enough to try to provide for. 
you will always havea balance. So, they cannot, under any considera- 
tion, use that money this year for any other year. 

Mr. Anprews. At the end of the year we will have $6 million, and 
you could have 1,200 beds operating. 

Mr. BrcrLow. Your question to me was how many beds could you 
operate for $6 million. 

Mr. Anprews. I don’t want to get you mixed up with this $6 
million. How many beds could operate with $6 million—1,000? 

Mr. Biartow. Approximately. 

Mr. Anprews. He had closed, on a yearly basis, about 1,200 beds. 

Mr. Yatrs. Let’s go back to the second supplemental appropriation 
bill again. What did you use the $5 million for? 

Mr. Baker. After we got the appropriation passed, we allotted an 
additional $4 million to the outpatient dental-care program. 

Mr. Yatrres. How many hospital beds could you have opened with 
the $5 million? 

Mr. Baker. If they had been opened it would have necessitated 
closing those beds late this year or early the next year 

Mr. Yarns. It wouldn’t have necessitated closing the beds if you 
only allotted the money for the full operation of the beds 

Mr. Baker. We didn’t get the money until early this year. The 
beds were closed last fall. 

Mr Yates. How many beds can you operate during a year for 
$5 million? 

Mr. Biegrtow. These are difficult questions to answer. 

Mr. Yates. You just got through answering one for $6 million. 

Mr. Bigetow. Approximately 800 to 900 or five-sixths of that total. 

Mr. Yates. And wouldn’t that be accurate? 

Mr. Bicetow. Yes. Are we considering the $6 million which it is 
stated will be the balance at the end of 1953? 

Mr. Yarrs. No. Jam not in that. I am in the $5 million of the 
second supplemental. How many beds can you operate for that? 

Mr. Bicetow. About 830. 

Mr. Yares. Instead of operating beds, as might have been done, 
the money was allocated to take care of the growing dental backlog? 

Admiral Boone. You couldn’t have gotten the people the next 
day. Mr. Baker has just said he didn’t get it until April. It wouldn’t 
have been fair to any person that they were going to take on and then 
discharge them at June 30. 

Mr. Yarrs. As of May 30, here, vou say 

Admiral Boonr. We would like to have opened the beds if we had 
assurance that we would keep them open during the ensuing year. 
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Mr. Yates. There is no assurance that you will keep any of the 
beds open. Therefore, I don’t think that is a good argument. The 
point is, you have money, and there is a need for beds, and the Con- 
gress comes along and gives you an additional $5 million, and pre- 
sumably this is the greatest need of the medical branch of the Veter- 
ans’ Administration, then, doesn’t it seem penne le to vou, rather 
than applying those funds for taking care of service-connected teeth, 
that you open some beds not in use? 

Admiral Boone. No, I think I would be unfaithful in human rela- 
tionships for a month or two. Physicians can’t be employed that way. 

Mr. Yarns. Are you saying to me that $5 million will operate 850 
beds for a month or two? 

Mr. BiaeLtow. No. 

Mr. Yares. That is what the doctor is saying, that even given 
this money—the $5 million—all he could do would be to use it for 
| month or 2. 

Admiral Boone. I say up to June 30. 

Mr. Anprews. All your money will be gone by June an 

Admiral Boonr. I say we should not recruit people in mid-April, 
and then have the likelihood of dismissing them on June 30. 

Mr. ANprews. When you employ a man in the hospital ~ou don’t 
vet him for a 6 months’ period. You get him for permanent appoint- 
ment. 

Admiral Boone. We would know that m taking him on we would 
have to release 

Mr. Anprews. You don’t know from one July 1 to the next July 1 
what will happen. Off the record. 

(Discussion off the record.) 

Mr. Puixurpes. I don’t think the situation in regard to these em- 
ployees for the last 3 months of this year would have been any different 
than the employees of the Veterans’ Srmanenasiien from year to year. 
You get your appropriation from year to year. 

Admiral Boone. I think there is a letter from General Gray to 
Mr. Teague on that in Senator Ferguson’s office. 

Mr. Yares. I agree with the chairman that I don’t understand the 
argument you are making. We are not opening hospitals with the $5 
million that the Congress gave you. We are opening beds. Pre- 
sumably, you have a staff that is hired, and all that would be required 
would be to put on additional nurses, perhaps a group of ward order- 
lies, people of that type. Iam sure the Congress would listen just as 
sympathetically to the increased number of beds as to the subtracted 
number of beds. 

Admiral Boong. I couldn’t feel that in a human relationship it 
would be right to go to people and ask them to come in and take em- 
ployment in our institutions when I felt sure they would not be able 
to continue after 24% months, have them break up their practices, 
break up their homes. To me, that would be the most dishonorable 
thing for me to do as Chief Medical Director. 

Mr. Yates. Doctor, is that more dishonorable than to give the 
impression to the veterans’ organizations and Congressman Teague 
that 2,393 beds are not open for lack of funds when we come along 
and give you an additional $5 million for that purpose? 

Admiral Boone. Testimony in regard to that, I think, is valid, Mr. 
Yates. I think that is an entirely “different subject than employing 
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these people for 24 months. I bemoan the fact that we could not 
open these beds. 

Mr. Yates. Was it physically possible to have used the $5 million 
and the second supplemental appropriation bill for the purpose of 
opening beds in any of the hospitals in which beds were not in use? 

Admiral Boone. It was possible. 

Mr. Yates. The only reason that it was not done was the fact 
that you felt it would not be honorable to hire people for a period of 
2 months, with the possibility that Congress would not grant you 
sufficient funds to keep them in employment, is that correct? 

Admiral Boonr. That was the feeling of the administrative 

Mr. Yatrss. Therefore, the $5 million 

Admiral Boone. I feel that was shared in by the budget office; 
is that right, Mr. Moore? 

Mr. Moorn. Absolutely, because the President’s budget, assuming 
Mr. Truman’s budget would have been the budget, would not have 
supported those people in the next year’s appropriation. We have 
never had Congress increase that budget. 

Mr. Yarrs. Let me point out to you, Judge, that you sav Mr. 
Truman’s budget wouldn’t have been adequate for the purpose. You 
stated a few minutes ago that $555 million was adequate, and Mr. 
Truman’s budget was $568 million. 

Mr. Moore. No; it was $549 million. The $568 million is based 
on the charts you have. Mr. Truman’s budget would be $18 million 
short of that 

Mr. Yares. Mr. Truman’s budget was $6 million short of the 
amount you stated was sufficient to keep these people employed. 

\Ir. Moore. I don’t sav “S6 million.” 

Mr. Yarns. Just a few minutes ago you stated to this committee 
that $555 million would be adequate to staff all the beds that the 
Veterans’ Administration wanted to keep open. 

Mr. Moorr. We said we would accept that amount. It is still 
$12 million from what the Medical Director believes needed. 

Mr. Yares. The Medical Director said it would be adequate if it 
was agreeable to the Administrator. 

Mr. Moors. IL asked the question, and it was not answered; would 
he be assured of the $555 million 

Mr. Yares. That isn’t pertinent. 

Mr. Moore. It is very pertinent when vou have the personnel to 
pay for next vear. 

Mr. Yarrs. You are asking me to guarantee something that 
nobody in the world can guarantee. 

Mr. Moore. We say we have to man certain hospitals; that the 
amount allowed in the budget will not operate the new beds coming 
in after June 30 and maintain the standard 

Mr. Puiturps. I don’t want to interrupt, but I don’t think that is 
what Mr. Yates is talking about. He is not talking about beds coming 
in after June 30. He is talking about taking care of the beds which 
you have listed and have been unable to operate—they were beds 
available, but not operated—and that you preferred to use the money 
for dental service, which I also point out is something that Dr. Boone 
himself has spoken of as “‘somewhat extravagant,” and all the veterans’ 
organizations have spoken of it as “extravagant or liberal.” 
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Mr. Moors. I will go back, then, to the last period, last September, 
when we aopees to the Bureau of the Budget for our apportionment 
for the fiscal vee We asked for our allocations based on the possible 
$16 million aecendirs for the fourth quarter. We were informed by 
the Bureau of the Budget that we were not to have a 5-cent piece; 
that we would get along with what we had; and a revision of the 
apportionments were made. 

In revising those apportionments, we had to get about 2,800 
positions or 2,200 bodies off the rolls to get within the apportionment 
approved by the Bureau of the Budget or we would have been violating 
the antideficiency Act. 

The third-quarter apportionment was approved, and they found 
out in the fourth-quarter wé couldn’t make the grade, and we had to 
borrow money from the outpatient allotment to run them through the 
second quarter, to pay their terminal leave, and so forth. In the fourth 
quarter for allotment purposes, we were short, as I explained, and 
‘ame up here for a supplemental 

They gave us $5 million. That was to repay a loan that we had to 
sorrow to keep those hospitals in operation, get them off the rolls 

Mr. Yares. That is what the $5 million was used for? 

Mir. Moore. We didn’t have that $5 million until April. We had 
no assurance that we were going to get any. We would have to have 
another RIF in the fourth quarter 

Mr. Yarres. What Mr. Baker stated 

Mr. Moore. $5 million in the second quarter out of the dental 
money and stay within the Bureau of the Budget’s approved ap- 
portionment. 

Mr. Yarxs. Are you stating that you are required to replace those 
dental funds, and couldn’t use it for the opening of beds? 

Mr. Moore. You could have more beds open if you wanted to. 

Mir. Yares. You would have done that? 

Mir. Moore. You could not have gone beyond the amount of 
money apportioned by the amount of money that was in the act. I 
want to get that across, because we are up against that all the time 

Mr. Yates. As a result of a report submitted recently by the 
Comptroller General, there has been a statement that people are 
receiving treatment for non-service-connected disabilitv. Mr. Teague 
states that he realizes the Veterans’ Administration is required to 
accept the statement of the veteran, and he would like to have your 
statement as to the treatment when they are able to provide for 
their own care. 

Admiral Boone. I have read the report of the General Accounting 
Office. I have no desire at all to question the validity or accuracy 
of the statements made in that report. Iam gratified to see that it 
is less than 1 percent, and also to read in two places in that report, 
in the first page, and the last paragrs aph, where the General Accounting 
Office said they are in constant touch with the Department of Medicine 
and Surgery. 

I think it was started shortly after I came into office, and the 
discrepancy had been promptly corrected when discovered. 

Mr. Jonas. Mr. Moore, don’t you think in view of your answer 
to Mr. Yates’ aw that you people took advantage of this com- 
mittee and the Congress last spring when you came in here and 
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asked for $5 million and stated in your justification that is was abso- 
lutely necessary for the medical program, and then you turned around 
and used it for outpatient dental care? 

Mr. Moors. I believe the outpatient is just as much a part of the 
program as a hospital. 

Mr. Jonas. Your justification did not say you wanted it for the 
dental program, but said you needed it for the following purposes, and 
I quote from your justification: “NP hospitals, $1,092,900”; “TB 
hospitals, $557,000”; “G. M. and S. hospitals, $5,586,700”; “travel, 
$132,000”; “consultants, $981,000”; “Initial supplies, $2 million’’; 
“Less additional reimbursements’’, deducting $2,310,751; ‘““Less funds 
currently available’, deducting $3,038,849, making a total of $5 
million. 

Mr. Puiuuips. Mr. Jonas is quoting page 17 of the supplemental 
appropriation request, dated January 28, 1953. 

Mr. Moore. I will go back. That was submitted in the latter part 
of January or February. 

Mr. Puiuutps. I don’t think it matters. 

Mr. Moore. We had used it for the opening of new hospitals. 

Mr. Jonas. You didn’t tell us that. We said on the floor that you 
needed the $5 million for these purposes. 

Mr. Moore. We did, but we used the dental money to do it, and 
paid the dental money back. 

Mr. Yares. Did you tell us that? 

Mr. Moore. I believe it is all in the hearings. I think that was 
brought out at the hearings. 

Mr. Yarers. I would like to refer to the Congressional Record for 
May 25, page A-3060, a letter written to Congressman Teague by 
Administrator Carl R. Gray, dated May 14, 1953, which deals with 
the statement made by Mr. Cederburg, Mr. Chairman, in which the 
following appears: 

(The letter referred to is as follows:) 

May 14, 1953. 
Hon. Ourn EF. TEaGue, 
House of Representatives, 
Washington, D. C. 

Dear Mr. Treacue: This is in response to your informal request of May 12, 
1953, through Mr. Oliver Meadows, professional staff member, Committee on 
Veterans’ Affairs, for more detailed information concerning one of the items in 
my letter to you of May 11, 1953. 

My letter of May 11, 1953, contained the following sentence in the fourth 
paragraph: 

‘The supplemental appropriation of $5 million was used for the liquidation of 
outpatient backlogs and other urgent medical needs and an additional $10 million 
could have been used advantageously by the medical program for these purposes.”’ 
[Italies supplied.] 

You have requested information as to specific parts of the medical program 
involved under the underlined language. 

When the Veterans’ Administration appropriation bill for the current fiscal 
year was passed by the Congress the various programs of the Veterans’ Adminis- 
tration were adjusted to meet the amount provided of $855,882,260 in the appro- 
priation ‘‘ Administration, medical, hospital, and domiciliary services’. The 
distribution of funds to the various programs is explained in my letter to Hon. 
Edich Nourse Rogers dated March 6, 1953 (Committee Print No. 12). As to the 
Department of Medicine and Surgery, the following adjustments amounting to 
approximately $31 million were necessary (see pp. 135-136 of Hearings on the 
Medical and Dental Programs Before the Committee on Veterans’ Affairs, Feb. 
18, 1953): 

(a) Separation of 2,250 employees in hospitals. 





679 


(b) Five-pereent reduction in the central office Department of Medicine and 
Surgery and ancillary staffs. 

(c) Twenty-five-percent reduction in employee travel limitation, $340,000, 
which was urgently needed for employee attendants accompanying patients, for 
the transfer of excess physicians, dentists, nurses, and dietitians to hospitals where 
their services are needed, and for transfer of trained personnel to staff new hos- 
pitals. 

(d) Reduction of 385 beds in Federal contract hospitals to absorb $2 million 
of the overall cut. 

(e)° Reduction of more than $6 million from the $40 million requested for fee 
basis medical and dental treatments. 

(f) Reduction of nearly $3 million or 575 average employment in the regional 
office outpatient program, critically needed to handle by staff treatment in VA 
clinics the tremendous backlogs developing in outpatient medical and dental 
treatments—all service-connected—due to reductions in fee basis funds. 

(g) Five percent or $500,000 reduction in funds for maintenance and repairs 
at hospitals which will require additional expense in the long run. 

(hk) Ten percent or $350,000 reduction in funds for Special Services recrea- 
tional and spiritual welfare items. 

(¢) Reduction of $1 million or 124% percent of funds for medical consultant 
and attending services. 

(j) General decreases in other items of the medical and hospital program 
amounting to over $3 million. 

In addition to the above adjustments, $8 million was diverted from the out- 
patient program and supply stock funds in the second quarter for 1953 to proceed 
with planned activation schedules. When the supplemental appropriation be- 
came available, $4 million was restored to the fee basis program, and $1 million 
was used for other urgent medical needs. 

If an additional $10 million had been provided it could have been utilized 
throughout the medical programs. The medical and dental outpatient program 
could have utilized the entire sum of $10 million. In fact, the current dental 
backlog of 347,000 cases would require an estimated $19,802,971 to reduce to 
manageable proportion. 

If the entire sum had not been utilized in the medical and dental outpatient 
program, it could have been utilized to restore funds to danger areas which 
developed as a result of initial curtailments, such as additional funds for Federal 
contract. hospitalization of veterans in emergencies and in areas where no VA 
hospitals are located; to fill staff voids by use of consultants in hospitals operating 
with low staff ratios; and to provide funds for consultant specialist care. 

Sincerely yours, 
Car R. Gray, Jr., Administrator. 


ALLOCATION OF REDUCTIONS IN MEDICAL PERSONNEL 


Mr. Yares. The chairman pointed out this morning that the 
committee report specifically directed the Veterans’ Administration 
not to discharge employees in hospitals. What was the nature of 
the employees who were discharged? 

Mr. Puiuuies. It was the conference report. 

Admiral Boone. It was the physicians, nurses, dentists and tech- 
nicians, not the other personnel. 

Mr. Yates. What do you mean, it was physicians 

Admiral Boonr. The separation 

Mr. Yarrs. The 2,250 persons include 

Admiral Boonr. The prohibition. And no physicians, nurses, 
dentists, technicians were separated except by their own will. They 
were all offered transfers. If they refused transfers, they suffered 
that action. I think the hearings will show the number that did not 
accept, in the different categories. 

Mr. Yates. Do you remember what pdace in the hearings? 

Admiral Boonr. We can provide it for you. The other personnel 
is categorized by numbers. 

(The breakdown follows:) 
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Summary of medical personnel losses as a result of the Nov. 5, 1952, reduction in fore 


Physicians ‘ 19 
Dentists 0 
Nurses 198 
Dietitians 13 
All other medical 1, 341 
Administrative 869 
Total siuwaant toy GO 
Represents full-time equivalent of personnel lost due to failure to accept transfer offers to other vacant 
positions 
? Includes Engineering Division, Syecial Services Division, Supply Division, Finance Division, Man- 
iwzer’s Office, Communications and Records Division, Contact Division, Personnel Division 


Mr. Yares. Are any of the 2,250 employees necessary for the 
operation of a hospital? 

Admiral Boone. All of them. We have to have a balanced staff. 
You can’t run a hospital on four categories of employees. You have 
to have ancillary personnel, machinists, plumbers, cooks, and so on. 

Mr. Yarres. Then, why did you interpret the mandate of the con- 
ference to apply only to the four classes of VA employees, if these 
employees, as well, are necessary for the operation of a hospital? 

Admiral Boone. After we had the cut, we permitted the manager 
to retain those who were the most essential. 

Mr. Yarres. Were any of the beds that were not open kept in an 
unopened state as a result of the discharge of any of the 2,250 em- 
ployees? Subsection (a) of General Gray’s letter states there was a 
separation of 2,250 employees in hospitals. You have stated that 
this did not include people in four categories. It has also been stated 
that some 2,200-approximate beds were not open during the year; 
isn’t that correct? 

Mr. Farris. Were closed as a result of the separation of those 
2,250 personnel. 

Mr. Yates. What vou are saying is that those beds were closed ¢ 
a result of these people 

Mr. Farris. Yes, sir. 

Mr. Moore. I have an answer to that, that it gave Dr. Boone an 
unbalanced operation. 

Mr. Yates. What did? 

Mr. Moors. By retaining doctors, dentists 

Mr. Yarrs. Did we tell you to retain doctors, dentists, and nurses? 

Admiral Boone. Specifically. 

Mr. Yates. Let me, speaking for myself, and | think for the 
committee, assure you it was not the intent to give Dr. Boone an 
unbalanced operation. 

Mr. Moore. That is what resulted. 

Mr. Yarss. Perhaps that is a matter of interpretation and a matter 
of action that should not have been taken. 

Mr. Puinures. You gentlemen realize what the committee and the 
conference committee was trying to say was, “Don’t take it out of the 
hospitalization”; isn’t that a fact, that instead of making a cut in the 
other areas where this committee might think a larger cut might be 
necessary, that under your own statement at the time of the supple- 
mental hearings, you were ordered by the Bureau of the Budget to 
apply this cut equally in all areas, including the hospitalization. isn’t 
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that a fact? There were plenty of areas that have been pointed out 
where a larger cut could have been made. 

Mr. Baker. In applying this cut, the Veterans’ Administration 
applied it specific ally to ae areas, as Indicated, by the committee 
report of this committee, | »\ the subsequent action on the floor of the 
House, by the action in the Senate committee and by the action in 
the conference. So we followed every guidepost that was set up in 
those reports. This committee cut something in the neighborhood of 
$80 million in the original recommendation, and specified the areas 
in which those cuts were to be made. Using those as guideposts, 
we made the cuts. 

Mr. Puruurps. I wish you would go back at your convenience and 


read the testimony. You were up here for a supplemental appro- 
priation, and I think you will find that my question was specific on 
that pomt. The reply was that that decision was to apply it 4 percent 


over the entire fi ield; it was the recommendation, or was the decision 
of the Bureau of the Budget. 

Mr. Baker. | believe I testified at that time that the Veterans’ 
Administration had made the pro rata distribution. 

Mr. Putuiies. The other question is this. You continue to testify 
that an RIF was made which resulted in 2,250 reductions. That 
RIF was not, technically, what the civil service calls an RIF. Some 
of those people would have left normally in that process. The actual 
number affected by a real RIF was in the neighborhood of 1,000; am 
I right? 

Mr. Baker. | don’t believe so. I think that it was an acutal RIF. 

Mr. Farris. That was from August 31 strength. 

Mr. Puiturps. And making no allowance on that for the peopl | 
ordinary turnover in your vear’s work would have left normally? 

Mr. Farris. I believe Mr. Thomas read the figures this morning. 
There were a greater number on duty in the hospital program on 
September 30 than August 31. The acutal RIF accounted for 2,250 
net bodies. 

Mr. Moorr. That is out of medical only. 

Mr. Yarrs. I must say, speaking for myself, that it seems a very 
lopsided interpretation that would compel Dr. Boone to have a lop- 
sided staff. I would think rather than that he would want to have 
a separation in proportion in balance. I am certain that had he 
pointed the imbalance to the committee, there would have been no 
difficulty at all. 

Admiral Boon. I did not have an opportunity. I did not know it 
until afterward. 

Mr. Yares. The committee was in session 

Admiral Boonr. When the bill was approved, that was the first 
time I knew it 

Mr. Chairman, | think it would be appropriate to say that General 
Gray, having gone through an RIF before, did not want to go through 
another RIF experience, and we proposed first a 2-percent reduction 
throughout the system. 

Mr. Yares. Overall? 

Admiral Boone. In the department. But General Gray is trying 
to prevent that had many conferences with the Bureau of the Budget 
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and with the President of the United States. There were letters 
between General Gray, the Bureau of the Budget, General Gray and 
the President, until he had more or less gotten some assurances of 
financial salvation in this situation. Not until September 29 did he 
receive a letter from the President, dated September 27, in which the 
President said he had gone over the thing, reviewed it, that there was 
no relief, that he could not have a deficiency, that with Congress out 
you couldn’t have a supplemental, and felt we could live within the 
money appropriated and we should try most earnestly, too, and we did, 
that after Congress returned and it was demonstrated that we could 
not live within it he would support a supplemental, which history 
shows he did. 

Mr. Yarrs. The second item here is a 5-percent reduction in the 
central office. How many employees were separated in that 5-percent 
reduction? 

Mr. Bigetow. From 675 to 645. 

Mr. Yarrs. Thirty people? 

Mr. Anprews. How many did you separate in the field in the 
hospitals? 

Mr. Bigetow. Two thousand two hundred and fifty. 

Mr. Anprews. And 30 in the Washington office? 

Mr. Breetow. Of the Department of Medicine and Surgery. 

Mr. Anprews. Those 2,250 were all in Medicine and Surgery? 

Mr. Bicetow. Yes, sir. 

Mr. Yares. Have any of the 30 been rehired? 

Mr. Bigetow. None, sir. We didn’t have the dollars. 

Mr. Yarss. You had a supplemental appropriation. Was any of 


that fund used upon that? 
Mr. Bicgetow. No, sir. 


ADDITIONAL BEDS TO BE OPERATED IN 1954 


Mr. Yares. Another item is the reduction of beds, contract hos- 
pital beds. Was any of that used for the restoration of contract 
hospital beds? 

Admiral Boons. No, sir. 

Mr. Farris. Of the remaining $34 million, that is all we plan to 
spend for the current fiscal year even after the restoration we bave 
spoken of. I believe Mr. Moore explained that. 

Mr. Yates. You borrowed it? 

Mr. Farris. From the remaining balances within the $34 million. 

Mr. Yates. Lst night in response to a question I asked, you stated 
there were 5,108 beds not used, that it was estimated it would require 
$45,197,200 to put those beds back in service; isn’t that correct? I will 
show it to you in yesterday’s record. Is that correct? 

Mr. Bicetow. That is right. 

Mr. Yates. This morning in response to questioning by Mr. 
Thomas, you first stated you needed $61 million for placing the beds 
in use, and then later you came up with $27,200,000 for placing the 
beds in use. Which of the figures are correct? 

Mr. Bicrtow. First, we explained the $61 million would be the sum 
of money required to completely activate all hospitals opened since 
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January 1, 1952, and not yet operating at their constructed capacity, 
plus the new hospitals coming into being during 1954. 

Mr. Yates. What you are saying is that you need $61 million for 
5,100 

Mr. BiarLtow. No, sir. 

Mr. Yates. Let me finish my question, first. What you are saying 
is that you need $61 million for 5,108 beds, plus 8,373 beds, which is 
the sum ne of the new beds, plus the beds not in use in the last 
fiscal yea 

Mr. Brcauew. 15,000 beds are in that. 

Mr. Yares. In 1954, 8,373 is correct? I have asked the commander 
the question. The number of beds that you state are going to be 
placed in operation in 1954 in new hospitals is 8,373; is that correct? 

Mr. Biaetow. That is correct. 

Mr. Yarers. You stated before in an answer to a question that there 
were 5,108 beds not m use, which should be pl: ace “lin use, and all of a 
sudden I am confused between the difference of 5,108 and the figure of 
2,288. 

Mr. Farris. The previous testimony indicated that the number of 
beds that we could operate with the present allowance by the Bureau 
of the Budget would be 5,108 operating beds less than our require- 
ments indicate would be needed during fiscal 1954. 

Mr. Yarrs. The 2,288 figure is the number of beds that were not 
in use in 

Mr. Farris. And lost as a result of the reduction in force. 

Mr. Yares. We take the figure of 8,373 beds, which is the number 
of new beds in 1954. We add to that, 2,288 beds, which is the numbe r 
of beds that are not now being operated, is that correct? Let’s see 
if 1 and 1 add up to 2. The number of beds which are not now in 
operation is 2,288; is that correct? 

Mr. Bigetow. That is right. 

Mr. Yares. Counsel shakes his head, and you say “Yes.’”’ What is 
the number of beds not now in operation? 

Mr. Braetow. 7,890 is the correct figure. 

Mr. Yarres. What is the number of beds not now in operation as 
a result of lack of funds? 

Mr. BigeLow. Seven thousand eight hundred and ninety. 

Mr. Yarrs. You stated in earlier testimony that a number of these 
beds should not be placed in this category, and that a lot of them 
were incapable of being operated. Didn’t you say that, Mr. Rosen? 

Mr. Rosen. Yes. 

Mr. Yares. What is the number of beds not now being used as a 
result of lack of funds? 

Mr. Rosen. Seven thousand eight hundred and ninety. 

Mr. Yates. You insist on stating that 7,890 beds are not available 
for lack of funds. That is your position, is it not? How many of 
these beds are susceptible for immediate operation? 

Mr. Farris. Approximately 2,400 of those beds. 

Mr. Yates. How many of those beds are you requesting for oper- 
ation during fiscal year 1954, to be placed in operation? 

Mr. Farris. In our estimated requirements? 


Mr. Yates. Yes. 
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Mr. Farris. We are not including any more than 2,400 beds in 
those hospitals now 1n operation. 

Mr. Yates. Then the balance of the 7,890 would not be susceptible 
of being placed in operation without some major repairs, alterations, 
or changes, 1s that correct? 
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Mr. Puruurps. Has this committee seen that before or is it some- 
thing new? 

Mr. Farris. No, it is in worksheet form. 

Mr. AnDReEws. Is it the same as this table? 

Mr. Farris. It is based on that. 

Mr. AnprEews. This was the table on which | based my questions 
to you yesterday. Is this a true and correct table? 

Mr. Farris. Yes, sir. It relates to the same table that you have. 


OPERATION OF HINES HOSPITAL 


Mr. Yatrus. Let me refer to Hines Hospital in Illinois. It shows a 
percentage of utilization of only 81.5 percent. Why is that? Every 
time I called Hines Hospital they told me they were loaded to the gills 

Admiral Boonnz. I don’t know why that ratio is. It is a special 
center for the blind, and so forth. 1 couldn’t answer that right now. 

Mr. Yares. Then supplementing Mr. Andrews’ question, is this 
the proposal of the Veterans’ Administration for the number of beds 
which will be operated during 1954; in other words, will Hines Hospital 
be used only to 81.5 percent of capacity? Iam trying to understand 
the import of these tables. This table is headed, “Level of operation 
for fiscal year 1954 by station.’’ I assume, therefore, that it is pro- 
posed inasmuch as it states that Hines Hospital will be used only to 
81.5 percent of operation that 

Mr. Farris. It is estimated that there will be 2,800 beds in opera- 
tion on an average for the entire fiscal year, with a patient occupancy 
on the average of 2,200 or a utilization rate of the operating beds 
of 81.5. 

Mr. Yates. Why is that? You usually state it is 90 percent. 

Mr. Rosen. In part that stems from this: Hines is the largest 
general hospital in the system. It is broken into many more clinical 
services with their beds and sections, as a result of that than any 
other hospital. In some parts of the hospital they are turning over 
100 percent. Their types of services are such that the patients do 
not move as rapidly. For example, for the care of tuberculous 
patients during March there were 342 beds and 347 patients. That 
service ran over 100 percent. The care of psychotic patients is 
running 90 percent. For neurological patients it is running 100 
percent. 

Admiral Boone. You keep beds available for certain categories. 

Mr. Yares. You expect to have 2,800 beds in operation, then, 
according to your chart? 


Mr. Biaetow. Yes. 
STAFFING OF NEW HOSPITALS 


Mr. Yates. Getting back to my question, namely, fiscal year 1954 
will bring in a total of 11,075 beds, Mr. Farris’ total is 6,075 beds. 
What will be the cost for bringing in that number of beds? Will it be 
the $61 million figure that you gave Mr. Thomas this morning? 

Mr. Farris. Yes. 

Mr. Yates. What was the figure of $27,200,000? 
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Mr. Bregstow. Mr. Thomas asked the question as to the rock 
hottom figure, the minimum service that we could operate on and 
sustain the patient load of 102,000 during 1954. 

Mr. Puiuuies. No, that is just exactly what he did not say. le 
asked you to state the minimum amount that vou needed to maintain 
quality service 

Mr. Yares. It is very important, except it does not apply to my 
question It is with reference to this subject, the new beds that vol 
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Mr. Farrts. If von added $41,200,000, in addition to what is in 
the budget, you get, roughly, $565 million. 

Mr. Yares. What vou are saying now is that none of the funds 
which were recommended by the Bureau of the Budget would be 
used for the activation of any of the 8,675 beds coming im in 1954. 

Mr. Farris. | believe Admiral Boone covered that earlier this 
morning when he said this would not permit any expansion of opera- 
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ion over the current level, which means those 2,400 beds are not in 
peration, and as he indicated in his general statement he did need 
noney for the personnel and other requirements for the activation of 
ew hospitals 

Mr. Yates. Is the $27,200,000 the amount of money you will need 
for the average patient operating load for the fiscal year 1954 in the 
new hospitals? 


That is correct 
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$851,350,000 allowed for ‘‘ Administration, 1 
s,’’ $193,750,000 is for the administration of nor 
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The revised allowance for nonmedical programs ts also premised upon maint: 
nance of January obligation rates in areas unaffected by specific workloads a 
ipon increased efficiency in claims program rating board operations 
he allowance for the administrative appropriation contemplates consolidatio: 
of regional office program and administrative operations, both medical and 
nonmedical, to achieve greater operating efficiency without sacrifice in essential 
rvice to veterans. While savings from this source are estimated to be relativel) 
small in 1954, due to substantial offsetting initial year costs, savings in 
after 1954 will be very substantial 
rhe allowances for administration of both medical and nonmedical progr 
are based also on maintaining average salaries at the levels contemplated by th 


November 28, 1952, allowance letter on the 1954 budget Failure by vour ager 
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to maintain an effective control has resulted in the current average salary for all 
programs exceeding the basis of both the 1953 and 1954 budgets. It is essential 
that you institute the necessary management controls in this area. 

The revised amount for ‘‘Administration, medical, hospital and domiciliary 
services’? includes $657,600,000 for the medical programs. This amount con- 
templates a general tightening up of operations both in central office and the 
field, accompanied by reductions in employment and services not directly related 
to the care and treatment of patients. Account also has been taken of savings 
resulting from slippage in the planned completion dates of new hospitals. Pro- 
vision has been made for an estimated average daily patient load of 102,370 in 
Veterans’ Administration hospitals, 1,540 in other Federal hospitals, and 3,710 
in State, municipal, and private hospitals. No change has been made in the 
estimated member load in Veterans’ Administration or State homes. The work- 
loads in the outpatient medical program are also the same as those upon which 
the original 1954 budget was based. The reduction in the dental program takes 
cognizance of the widespread criticism of the current extremely liberal Veterans’ 
(Administration policies in providing dental treatment and anticipates the savings 
from immediate adoption of a substantially more restrictive basis of eligibility 
for treatment 

The funds will permit average employment of 126,450 in all of the medical 
programs, of which 110,950 is for hospitals including all scheduled new hospitals 
to be staffed in 1954, 9,000 for outpatient care, and 6,500 for all other services. 
Funds for subsistence have been included on the basis of cost per ration for raw 
food as follows: 


Neuropsychiatric hospitals and all employee rations _ $0. 89 
Tuberculosis hospitals 1.15 
General hospitals : 1. 04 
Domiciliary homes so 5 0. 74 


Pending a complete reanalysis of the hospital situation, construction of all 
five of the new hospitals remaining in the postwar construction program, includ- 
ing the Cleveland neuropsychiatric hospital for which funds were appropriated 
in 1953, is to be deferred All new funds for modernization and nonbed construc- 
tion have been eliminated under the appropriations ‘‘Hospital and domiciliary 


facilities’ and ‘‘Major alterations, improvements and repairs.’’ Unobligated 
funds now available are considered adequate for a program for the balance of this 
fiscal year and in 1954 You will be advised in a separate communication of the 
policies to be followed in the formulation of such a program. 

The budgetary situation makes it essential that all Veterans’ Administration 
operations be carefully scrutinized to achieve any savings possible without cur- 
tailing essential services to veterans. Your letter of March 2, 1953, referred 
to several additional areas in which reductions could be accomplished although 
they were not reflected in the Veterans’ Administration’s proposed revision of the 
1954 budget. Such areas included further consolidation of insurance operations, 
closing certain hospitals, and eliminating abuses in the admission of non-service- 
connected cases to VA hospitals. No specific reductions in allowances have been 
made in anticipation of savings from these sources. Responsibility for initiating 
appropriate action in these areas rests with the Veterans’ Administration. 

While your March 2 letter did not mention the matter, there is evidence that 
compensation and pension benefit requirements might be substantially reduced 
through the review and revision, where indicated, of administrative policies 
affecting these programs. No specific reductions have been made in funds 
allowed for compensation and pensions, but it is expected that you will undertake 
a review of policies and regulations in these areas for the purpose of eliminating 
abuses and unsound policies 

You are reminded that action on the fiscal year 1954 level of operations should 
be related to the budget objectives for fiscal year 1955. 

The information set forth above and in the attachment is in confirmation of 
data given to staff of your budget office on May 16. Budget Bureau staff are 
available to provide appropriate additional information. 

The budget adjustments attached do not take into account any changes in the 
figures which are dependent upon revisions in existing legislation. These proposals 
are being studied, and information on their relationship to the program of the 
President will be made known to you as soon as practicable. In the meantime 
there will be no objection to your discussion of the possibilities of additional 
savings through changes in legislation which now determine or significantly 
affect the level of expenditures with the Appropriations Committees, but only 
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f your views are asked for. However, you should make clear to the committe: 
that such views are not administration views unless the President specifically 
has taken a position with respect to the legislative changes under discussion. 
Sincerely yours, 
Josepn M. Dopear, Director 


Reductions tn appropriations for 195 


Appropriation tith en we bane oe Reduction 

Administration, medical, hospital and domiciliary 

ervices $021, 100, 000 $851, 350. 000 $69, 750. 000 
Compensation and pensions 2. 546, 291, 000 2, 500, 000, 000 46. 201. OO 
Readjustment benefits S84, 962, 000 78S, GST, 000 5.9 0 
Veterans’ miscellaneous benefits 35, 743, 000 35, 743, 000 
Military and naval insurance 1, 496, 000 1, 496, 000 
National service life insurance £5, 836, 000 75, 000, 000 29, 164, 004 
Servicemen’s indemnities 14, 604, 000 18, 000, 000 306, OOK 
Hospital and domiciliary facilities 92, 368, 000 0 92. 368, 000 
Hospital and domiciliary facilities (liquidation of cor 

tract authorization 21, 185, 664 21. 185. 664 
Major alterations, improvements and repairs 7, 344, 000 0 7, 344, 004 
trants to the Republic of the Philippines 3, 285, 000 }, 285, 000 ( 


May 20, 1953 
Hon. Cart R. Gray, Jr., 
Admimstrator of Veterans’ Affairs, 


Veterans’ Administration. Washington 25, D. C. 


My Dear Mr. Gray: Reference is made to my letter of May 20, 1953, in which 
you were advised that policies to be followed in securing release of certain con- 
struction authorizations would be communicated separately. 

Funds amounting to $20,364,000 included in the 1954 budget for modernization 
and nonbed construction have been eliminated under the appropriations ‘‘Hos- 
pital and domiciliary facilities’? and ‘‘Major alterations, improvements, and re- 
pairs.”’ The unobligated funds of approximately $35 million now available to 
the Veterans’ Administration are expected to provide reasonably for the balance 
of fiscal year 1953 and for 1954. Since the total cost of all projects for which 
you now have Presidential authorization substantially exceeds the available un- 
obligated funds, it is necessary to reappraise both the need for and scope of each 
project in the light of budgetary policies and criteria set forth in my letter of Febru- 
ary 3, 1953 

You are therefore again requested to make such a review, including those proj- 
ects in the 1954 program. Within the limits of the unobligated funds now avail- 
able, please resubmit in the order of their priority these projects, together with the 
revised estimated cost of each, which you.desire to undertake during the balance 
of this fiscal year and in 1954. Selections should be only from among those on 
which you already have Presidential approval. In determining the amount un- 
obligated and available for new starts, additional funds should first be reserved to 
complete projects now under way. Please detail the amounts of such funds in 
your submittal. Any proposed patients’ protection program should be identified 
in total; but projects in this program costing less than $100,000 need not be 
detailed. 

In developing your new program, all projects should conform to the following 
policies: 

1. Construction of quarters for personnel at existing hospitals is to be 


deferred. 
2. Construction or remodeling of buildings for special-services purposes 
at general hospitals will not be undertaken. At tuberculosis and neuro- 


psychiatric hospitals, such construction is to be limited to one building for 
all special-services activities. 

3. Modernization projects at general hospitals are to be designed within the 
framework of existing structures. 

1. Projects at domiciliary facilities are to be limited to those urgently 
needed modernization or improvement projects which are necessary to con- 
tinue operation of existing facilities. 

5. Installation of multichannel radio systems is to be deferred. 
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6. Air-conditioning projects will be appreved only for surgical operating 
suites. 

7. Construction or expansion of additional medical-research laboratories at 
existing hospitals will be deferred. 

8. All construction which contemplates improvement of administrativ« 
facilities will be deferred. 

The authorization for construction of the new hospital building at Lake City, 
Fla., is modified to eliminate the addition to the main building to provide special- 
service facilities and the approved amount for this project is accordingly revise: 
from $4,400,000 to $4,190,000. This project may now proceed as modified 

This letter is also your authorization to proceed with the Augusta, Ga., TB-NP 
building at a cost of not to exceed $2,500,000, with the Fort Meade, S. Dak. 
Hot Springs, 8. Dak.; and Dayton, Ohio, patients’ protection projects referred 
to in your April 20, 1953, letter at costs of $426,000. $327,000. and $350,000 
respectively, and with the Marion, Ind., projects described in your May 8, 1953, 
letter at costs of $525,000 and $82,000, provided you regard these projects as of 
the highest priority 

To the extent that vou regard other projects in the approved patients’-protec- 
tion program as of top priority, you are also authorized to proceed with the under 
standing that all such projects will be included in your revised program. 

Upon receipt of your revised program, as outlined above, it will be promptly 
reviwed and you will be furnished authorizations to proceed with approved proj- 
ects as rapidly as possible All other outstanding authorizations will be can- 
eeled 


Sincerely vours, 


Director 


Mr. Yares. From what did the Bureau of the Budget establish 
these figures? Did they have testimony from medical experts that 
permitted them to come to this conclusion? 

Mr. Baker. | don’t know about that. We had our hearings there 
at the time we submitted our revised estimates. 

Mr. Yares. Can you operate your system in accordance with the 
mandate of the Bureau of the Budget? 

Admiral Boone. | testified to that this morning, Mr. Yates. 

Mr. Yares. Did you make that clear to the Bureau of the Budget, 
too? 

Admiral Boone. | haven’t been in touch with the Bureau of the 
Budget since we reeeived the budget. 

Mr. Yates. When you testified to them, did vou tell them the 
minimum. which would permit you to operate vour system adequately? 

Admiral Boonr. Mr. Yates, I have never testified on this revised 
budget before the Bureau of the Budget. 1 was out of town inspecting 
one day when we had to appear. Dr. Wolford represented me, but 
they were not asked questions as to what they could do. 

Mr. Yarns. When they were told 

Admiral Boonr. Commander Bigelow was present. 

Mr. Yates. What were you told? 

Mr. Bicktow. We were told the items they were going to recom- 
mend to a higher echelon in the Bureau of the Budget as possible 
reductions in the sum of money, $715 million, that we had requested 
in the Truman budget. 

Mr. Yares. Were those the reductions that later appeared in the 
revised budget? 

Mr. Bicretow. Essentially so. 

Mr. Yarers. Did you make it clear you couldn’t operate with those 
figures? 

Mr. Bigriow. Yes, that we couldn’t maintain the workload. 

Mr. Yarrs. With the same standards that you had used in the past? 
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Mr. BiceLow. Yes. 

Mr. Yarres. Was there any information by the Bureau of the 
Budget that you ought to change those standards? 

Mr. Bigetow. No. 

Mr. Yares. | have a letter here from Congressman Howell, of New 
Jersey. I would like your comment on it. 

Admiral Boonr. I haven’t seen the letter. 

Mr. Yares. I will show you the letter. Is there anything the 
Veterans’ Administration can do to alleviate that situation? 

Admiral Boone. I was at Lyons a few weeks ago and found they 
had no beds available at that time. They were taking all service 
connected. We do net any longer consider a waiting list if people are 
n some hospite al under our auspices. Sometime back there used to be 
a waiting list if they were waiting to enter a VA hospital. That is not 
maintained any more. That was effective as of the 30th of April. 

Mr. Yares. Will you check that and let me have a report on that 
please? 

Admiral Boone. Yes. You have all had the experience where a 
man makes applications for himself and his family. They are abso- 
lutely opposed to going anywhere else. I wish we could send patients 
to where they could get the best care. I have tried to plead that with 
the veterans’ organizations, for them to state it as gospel. 

Mr. Bigktow. They have 1,897 operating beds as of April 30, 1953 
and 1,880 patients as of that date. 


CONTRACT HOSPITALIZATION 


Mr. Puiturps. Obviously we can not conclude today. I suggest, 


after I ask Mr. Odom one question, we go over until tomorrow morn- 
ing. We will try to finish by 12:30, if we can. If that doesn’t finish 
it, we will then go over for the final part of your testimony until 
Thursday, giving you a chance to attend this function that you all 
have to go to tomorrow. 

This is on the record and is a question for Mr. Odom. This I don’t 
understand. The Veterans’ Administration comes to the Congress 
and gets money for hospitalization through the possible authorization 
of 131,000 beds, which has not yet been reached. In addition to that, 
and under other authority, it gets domiciliary facilities to an extent 
limited only by the amount of money that we give you or the need for 
domiciliary care. 

In addition to that, it gives money for contract bids in other hos- 
pitals. My question is, Is there any limitation in your mind between 
the number of beds that you may contract for and the 131,000 
limitation upon the are beds? 

Mr. Opom. No, si 

Mr. Patiuuips. In oe words, you could have 131,000 hospital 
beds and in addition to that you could have just as many contract 
beds as you could get the Congress to appropriate money for? 

Mr. Opom. As the Congress does appropriate money for. 

Mr. Puiiuips. Has that matter ever to your knowledge been 
discussed in the legislative committee? You see what it does, Mr. 
Odom. It opens up the situation beyond the number that we have 
already activated, 115,000 beds. That doesn’t set any limit on it 
The Veterans’ Administration could go out and contract for as many 
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beds as they could provide money for without any risk to this limita- 
tion. Why shouldn’t there be a fund to cover both hospitalization 
and contract beds? And if it is cheaper for you to rent a contract 
bed, as it is from your own evidence here, or if it is easier and cheaper 
to get contract beds than to build a hospital, why shouldn’t you do 
that out of the funds provided for hospitalization rather than two 
separate funds, each one operated separately? 

Mr. Opom. Mr. Chairman, I think I would like to correct an 
impression that perhaps you unintentionally gave. The authoriza- 
tion for the 131,000 beds was not sought by the Veterans’ Adminis- 
tration. The Congress itself on its own motion 

Mr. Puaitures. I did not mean to imply that. That is a limitation 
of 131.000 beds. 

Mr. Opom. That is right, to be built. 

Mr. Puiiirps. That is actually not a limitation upon the number 
of veterans to be taken care of? 

Mr. Opom. To be built and operated. Then, if the Congress sees 
fit to authorize a certain amount of money for contract beds, the 
Administrator does have legal authority, subject to need, of course, 
and to available funds, to secure additional facilities. But that is 
solely limited by what the Congress appropriates. 

Mr. Painurps. I guess that is the legal answer. I will ask the 
policy question. Why would it be better to give a fund and decide 
whether you will put the veteran in a hospital or contract bed? You 
have said it is costing, in G. M. and 8S. — $20 aday. You can 
get contract beds for $14.75 in many areas. I give San Diego as one. 
I could give you others. San Diego is in my own State. 

A proposal has been made to build a 200-bed veterans’ hospital. 
There have always been 200 vacant beds in the naval hospital there. 

Admiral Boonr. We have an allocation of 100 beds there. 

Mr. Puiuurps. The Navy hospital would like to lease beds to you. 
This is not a question of forcing them to. There is testimony about 
Philadelphia which has been laid before this committee, that the 
488-bed veteran hospital in the process of activation, and that the 
VA is taking contract beds away from the naval hospital to the extent 
that under the standards of the American Medical Association that 
hospital is in danger of getting a second-class designation because it 
hasn’t enough patients or the right categories. 

Mr. Opom. The allocation of Federal beds is a matter for higher 
authority, Mr. Chairman. 

Mr. Puriips. I am asking, now, as a policy matter, why wouldn’t 
it be be ‘tter for this committee or Congress to give you a sum of money 
and say, “Look, you are to take care of this number of people. You 
take care of them either in a hospital, or, if no hospital is built, in 
contract beds in various locations’’? 

Mr. Strritrnc. Would that be for the non-service-connected? 

Mr. Puiuurps. Where there are VA beds, service-connected cases are 
limited to available beds in the hospital. Take San Diego. What 
would you do with a service-connected case? You would rent a bed. 
What would you do with a non-service-connected case? 

Mr. Stirumvc. He can only be hospitalized in a Government 
institution. He cannot, or we cannot, pay for a non-service-con- 
nected case in a contract relationship. 
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Mr. Puriurps. This brings us around the circle again to where 
we started yesterday morning. Do you hold that Congress intended 
we should build hospitals deliberately to house non-service-connected 
people? 

Mr. Opom. Congress has never looked upon that with favor. 
Congress has never indicated such a desire as that. 

Mr. Jonas. Isn’t that the situation we are in? 

Mr. Patuures. Mr. Jonas, you listen to this. Here is the cost of 
contract hospitalization. The grand total average patient load was 
7,086. This is for fiseal 1952. I haven’t anything more recent than 
that. Of that, 3,188 was service-connected, and 3,898 was non- 
service-connected. 

Mr. Ovom. In Federal hospitals. 

Mr. Puriurps.. No. In the Federal hospitals, 2,444 were non- 
service, in municipal and State hospitals 267 were non-service-con- 
nected, and in civil hospitals, 1,187 were non service-connected. 

Mr. Opvom. The only one I know any legal authority for is women. 

Mr. Patties. Do you have that many women? 

Admiral Boone. We are getting more Waves and Wacs. 

Mr. Opom. There is a table here which can be inserted, if desired 
The fact of the matter is that inside the United States, the only legal 
authority to hospitalization in contract hospitals is for female veterans. 
Outside of the United States, in the Territories, including Hawaii, 
Puerto Rico, Alaska, and what Territories, we have, there is an author- 
ity to hospitalize veterans generally in contract hospitals. 

Mr. Puinures. You think these are probably outside the United 
States? 

Mr. Opom. These show they are. 

Mr. Puttures. Except for what? 

Mr. Opom. Women veterans in the United States. 

Admiral Boonr. I have a letter from the Bureau of the Budget 
which bears on this subject from Philadelphia. 

Mr. Puiuurps. Let’s wait until the morning, because we are going 
to ask about Philadelphia on the record. 

Admiral Boone. I have the report on the consciertious objectors. 

Mr. Puiuurs. Mr. Jonas asked about that. We will meet at 
10:30 tomorrow morning. 


Wepnespay, May 27, 1953. 
Mr. Puriiies. The committee will come to order and resume its 
hearings on the Veterans’ Administration. We take up a new subject 
this morning: Hospitalization. 


NUMBER OF HOSPITAL BEDS TO BE OPERATED IN 1954 


Mr. Puiuuips. Yesterday, when we recessed, Mr. Andrews had 
couple of questions that he wanted to ask. 

Mr. AnpreEws. I want to ask Commander Bigelow 2 or 3 questions. 
As I understand it, Commander, during 1954 you could operate or you 
would have available 114,315 NP, TB, GM and S hospital beds? 

Mr. Bicetow. Yes, sir; that is correct. 

Mr. Anprews. You originally requested $568,500,315? 

Mr. Biaetow. That was the estimate. 
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fr. Andrews. To operate that number of beds 

Mr. Breetow. That was the estimate; ves, sir. 

Mir. ANprews. And you stated yesterday that vou could operat: 
those beds on $555 million? 

Mr. BreeLtow. Yes, sir; that was the rockbottom. 

\MIr. ANDrews. With that amount of money, vou could give th 
same type service that vou have been giving to hospital patients? 

Mr. Brartow. Yes, sir; that is correct. 

Mr. ANprEws. You could operate during 1954, 17.810 domiciliary 
beds; is that right? 

Mr. Bicetow. Yes, sir; that is the number. 

Mr. ANprews. You originally requested $20,668,040 for the oper- 
ation of those domiciliaries? 

Mr. Biagetow. Yes, sir 

Mr. Anprews. Is that right? 

What is the rockbottom price or cost for which vou cout operate 
that number of domiciliary beds? 

\ir. BigeLtow. $20,668,040. 

\ir. ANprews. That is all, Mr. Chairman 

Discussion off the record. 

Mir. Paruiips. Let us have an understanding on this. I think the 
committee has had considerable experience. For all the 7 years | 
have been making budgets for the Veterans’ Administration, and | 
think my previous chairman will confirm this for his 4 vears as chair- 
man, we have set a figure for hospitalization for the Veterans’ Admin- 
istration We have asked the representatives of the Veterans’ Ad- 
ministration a simple question: Have we now given you the amount 


of money for which you ask for hospital care of veterans. I do not 
recall a single vear that in about 24 hours or 48 hours afterward we 
have not heard from people on the floor of Congress that beds wer: 
going to be closed, or wards, or hospitals, that the care of patients 
was seriously handicapped, that budget request had been cut—all by 


this subcommittee 


REVIEW OF ESTIMATES FOR HOSPITAL CARE IN 1954 


\{r. Thomas asked what I thought was an extremely clear and a 
very simple question: How much money would it take in the opinion 
of you people closest to it to operate all of the beds that vou thought 
could be opened on the level which you yourselves have repeatedly 
testified to as a level of quality below which you would not go. In 
the past rather, than go below that level of quality, vou have, accord- 
ing to vou, closed beds 

Now your figure as it appeared on the record was $555 million. 
That stands as your figure. We do not want to go out of this room 
and hear from other Members of Congress or from representatives of 
the veterans’ organizations that that was a figure less than is needed 
to staff and to equip and to carry on the hospitals. And I call your 
attention to this fact. That in the 1952 budget which you yourselves 
have always spoken of downtown as being a liberal budget, the amount 
was $502 million. 

In 1953, the amount given you for the same purpose was $515 
million. In 1954, the request in the revised budget is $523 million, and 
the request in the budget which we designate as the Truman budget 
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was $549 million. Now, you realize, also, that you have made no 
justification in any document before this committee for $555 million. 
We wil have to start and go patiently down the items to see whether 
some things are in or out 

The statement was made, I think, that this did not cover an ade- 
quate amount for the so-called special services, yesterday 
~ 1 ean only point out to you that this figure even taking out the 
$3.5 million which was not allowed in the revised budget, still leaves 
$4,252,870 for special services in NP hospitals; $1,363,675 in TB; 
and $3,577,358 in G. M. and S., making a total of $9,193,903 in 
special services in the three types of hospitals. 1 think on a rough cal- 
culation, this is a little bit more than you had for the current year 

[ also call vour attention to the fact that the records of this com- 
mittee show that all of the veterans’ organizations, on the particular 
point of special services, have either recommended that this be very 
seriously modified, or have, of their own volition, pointed out that 
this was one place in the budget of the Veterans’ Administration 
vhere, in their opinion, an investigation should be made to see if 
economies could result. 

Mr. Jonas. Off the record, please, Mr. Chairman 

Discussion off the record.) 

Mr. Puiuurps. [| will go back and ask you to put it on the record. 
Will vou state it again, that the figures do not correspond? 

Mr. Jonas. The figures heretofore given this morning do not 
orre spond with the fivures viven on page a of the revised estimate 
revised as of May 20, 1953. 

Mr. Puruuipes. The reason for that is that the figures | was using 
do not include the money appropriated or requested for contract 
hospitals, because of the question that I asked Mr. Odom last night 
and which I will now repeat, or which I will now raise with Mr. 
Stirling, the figures, to correspond to yours including contract beds, 
should have been $525,095,871 for 1952; $537,438,459 for 1953. The 
Truman budget request would have been $569,662,400 for 1954. And 
the revised budget would have been $541.756.100 We will now 
ask for the record, which will be a repetition, does the figure $555 
million include contract hospitalization? 

Mr. Baker. It does not include contract hospitals 

Mr. Patuuies. Then that figure would not be $555 million but add 
to it $17,783,100, presuming that is the figure decided upon by this 
ommittee. 

Mr. Baker. That is correct. 

Mr. Corron. Mr. Chairman, to completely clear that up so that 
we will not make any error, is it a fact that on page 43 of the estimate 
of appropriations dated May 20, 1953, that it sets forth accurately 
and completely the original Truman estimate, the revised estimate, 
of the NP hospitals, the TB hospitals, the G. M. and 5., and the 
contract hospitals? 

Mr. Puruures. It does include it. Mr. Baker has said, yes, to that 
and that table should be put in the record right here so that it may 
be in close reference to the discussion we have just had and are about 
to have. 

Mr. Jonas. Thank you, Mr. Chairman. 

(The table referred to follows:) 





6, 0438, 770 100 
913, 289 5 1) 


1. 003. 980 1, 278, LO¢ 


, 890, 459 
13, 452, 000 


438, 459 


DECREASING FOOD COST IN 1954 


Mr. Puiuurps. I think there are 1 or 2 things which came out in 
the questioning yesterday, of which I made notes at the time so as 
not to interrupt the member of the committee asking the questions. 

The first has to do with the statement by Dr. Boone in connection 
with the cost of subsistence. You make the statement that you would 
dislike to see the subsistence cost cut below 80 cents in domiciliaries. 
That was your statement. The point I want to make is that there 
was nothing in the recommendation in the revised budget which in 
any way suggested a reduction in the quality of the food. The 
reduction in the revised budget was a reduction made on the assump- 
tion, supported by the BLS, that there would be an approximate 
reduction of 5 percent in the cost of food. That was not applied 
to any specific group, nor to any specific hospital, but was only an 
indication that the total cost to the Government for that year should 
properly follow the reduction in food and still provide the quality of 
food presently purchased. 
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| want to make that clear because I do not want it to stand on the 
record that any suggestion has been made of decreasing the quality. 
| again quote from the report, House Committee Print No. 53 of 
this Congress, coming out of the Committee on Veterans’ Affairs. I 
quote: 


As will be noted, there is a great variance in food cost operatio 


and the figures which I have read indicate that. Ll have not looked 
for domiciliary hospitals. I will not take the time now. The point 
[ am making, and I think you will agree with me, is that the intent 
of the reduction was not to reduce the quality of food but merely to 
follow a normal reduction indicated by the Bureau of Labor Statistics, 
which keeps these records up month by month. Am I right? 

Is that understood by you gentlemen who were speaking yesterday, 
Dr. Boone? 

Admiral Boonr. Yes; I understand. 


REDUCTIONS TAKEN INTO ACCOUNT IN HOSPITAL CARE ESTIMATI 


Mr. Puiuuipes. Now, I ask about the $555 million which we seem 
to be taking as a figure from which to work: Have you already taken 

reduction of approximately 5 percent in the cost of food? 

Mr. Briagetow. Yes. 

Admiral Boonr. $2,520,000. 

Mr. Puiuuips. A reduction of $2,520,000 has been made in that 


neure 


Now, there was another calculation with which you agreed on 
Monday of $2,520,000. There is a reduction of $2,520,000 again in 
elays in opening new hospitals. 

Admiral Boonr. 1,410 personnel, sir, that would represent. 

Mir. Putuurpes. What I want to know is: Do I deduct that from the 
$555 million? 

Mr. Biertow. No, sir. 

Mr. Baker. Beg your pardon, sir; that has been deducted from the 
$568 million as part of the difference between the $568 million and 
the $555 million, just as was the former item of $2.5 million. 

Mr. Putiurps. All right; there was a reduction of approximately 
$3.5 million in special services. Do I deduct that from the $555 
million? 

Is that in the $555 million? 

Mr. BiagLow. Yes, sir; it is. 

Mr. Patiturs. You did not deduct that? 

Mr. BiaeLtow. No, sir; we did not. 

Mr. Puruiies. In spite of the fact that you had recommended, 
more than you had the vear before? 

Mr. BiceLow. We did not deduct for special services. 

Mr. Puiturpes. There was a small item of $172,000, Dr. Boone, 
which was supposed to be a request on your part for additional con- 
sultants which the Budget Bureau did not allow. Is that deducted? 

Mr. Braetow. No, sir. 

Mr. Puiuuips. There was an item apparently denied by the budget 
of $183,000 which was hospital travel for hospital and outpatient. 
Now, did you deduct that in your $555 million? 


Mr. Biaetow. No, sir. 
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Mr. Paitiies. Will vou explain, Dr. Boone, please, what that is 
or somebody explain it? It is the item of $183,000 which apparently 
the budget denied. . 

Mr. Baker. We took out $37 000 which represents employees’ 
travel at G. M. & S. hospitals; $83,000 of the total is in our out- 
patients program which has no relation to these hospitals, and the 
remainder of $100,000 is in NP and TB hospitals and they have not 
been adjusted down 

There remains another $63,000 of the subtotal which would apply 
to those NP and TB hospitals. 

Mr. Corvron. The chairman directs my attention to an item, con 
tact program at hospitals. A reduction in the figures that he has of 
some $282,000. Will you make plain for the record exactly what that 
program 1s? I take it that has nothing to do with the so-called con 
tact offices out in the field that we hear so much about and was th: 
subye ct of so much controversy last vear? 

Mr. Baker. That is correct, Mr. Congressman. It does not havi 
any relation to our contact offices. There are contact representatives 
assigned to the hospitals which serve veterans and patients in thos: 
hospitals in relation to benefit priveleges. They are considered I 
of the hospital staff 

Mr. Corrox. The reduction in that particular service vou say was 
$282 000? 

Mir. Baker. That is the reduction recommended by the Bureau of 
the Budget, yes, sir 

Mr. Paitures. The committee understands the distinction and 
wants to know whether this $282,000 recommended which we unde: 
stand was recommended by the Budget Bureau to vou has bee 
already taken off the $555 million figure 

Nia BIGELOW No. sil 

Mir. Puitures. All right. Now, construction of dental climes u 
the regional offices. That is not in the $555 million? 

Mr. Baker. That is.a separate program entirely 


ESTIMATED REIMBURSEMENTS 


Mr. Paris. Any reimbursements that you might get from pa 
tients is not deducted because vou would not know how much that is? 

Admiral Boone. You would not know. 

Mr. Partiirps. The Bureau evidently increased whatever you 
figure was by about $400,000. 

Mr. Baker. That is correct, sir, and that lessens the total amount 
of appropriation that is requested 

Mr. Puiuurps. Have you already taken that into consideration in 
the $555 million? 

Mr. Baker. Not in the $555 million. 

Mr. Puiuures. Whatever argument there might be upon any figures 
that I take, I take it that there would be no argument on the 402, am 
I right—that is a matter of calculation on reimbursement that you get 
from patients in your hospitals and that is the budget’s figure and is 
acceptable to you? 

Mr. Baker. It is acceptable to VA. 

Admiral Boone. They set that figure 
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ROPOSAL TO ENCOURAGE VETERANS TO PAY FOR HOSPITAI CARI 
WHEN ABLE 


Mir. Puriuips. Now, let me ask you; suppose this committee, Dr 
Boone, were to do something which is now so widely recommended 
ind is being generally considered in the Congress, about this matte 
hag care of patients who are presumably unable to pay for their 

‘ pay all of the cost, who are non-service-connected patients 

{bout all the committee could do would be to take away the restric 

on on your aecepting the affidavit without any question, and it 

night vo so far as to sug ggest to the Congress the Se ents who are 

ling to pay something could pay more than they pay today. That 

true, encouraging the payment which I think Mr. B e r has already 
stified as possible but is not widely used, 

In connection with this subject, we asked Mr. Odom for Lis views 

H. R. 4601 and this will be inserted at this point 


VETERANS’ ADMINISTRATION 
(OFFICE OF SOLICITOR 
Washingion, D. ¢ Vay 26. 19453 
JOHN PHILLIPS, 


airman, Subcommittee on Inde pendent Cthee \ppropriat ONS 
House o Repre entatives, Washi ion, dD. ¢ 


Complying with your request for Vv op'nion on two 
with limifations upon aectio ry the Veterans 
language of the last sentence of paragrs up! 6 
amended (38 U. 8. C. 706); the second 
ction, should it be enacted into law 
nion on the matter:, that on the first subject ily being official 
sentence of the statute referenced is: “‘The statement under oath of 
i such form as may be prescribed by the Administrator of Veteran 
accept 1 as sufficient evidenee of inabilitv to defray necessary 
what follows, ist be kept in mind always that this languag 
antecedent proviso relate to non-service-connected conditions and cor 
other than permanent disabilit es, tuberculosis, or me uropsychiatric 
nts As to these, the statutes give the right of hospital or domiciliary care 
ject to basie entitlement and existence of appropriate facilities, whereas the 
viso relates to other conditions and criteria for entitlement, ineluding the in- 
lity to defray the necessary expenses for needed hospital or domiciliary car 
An understanding of the real problem requires knowledge of the legislative 
tory leading up to the enactment of this proviso which may be gained from 
e attached copy of memorandum of March 17, 1953, of the undersigned to the 
Chief Medical Director, on the subject of seetion 202 (10), World War Veterans 
ict, 1924 (38 U.S. C. 484 tepe ‘al of the very reasonable provisions of section 
202 (10) by Public Law 2, 73d Congress, caused such revulsion as to induce the 
actment of the quoted language—and other liberalizing provisions—not with 
tanding Presidential disapproval. The purpose was well understood; viz, to 
ford prompt hospital care when needed without delay due to administrative 
idjudication 
Ever since its enectmert (sec. 20, Public Lew 141, 78d Cenrg., Mer. 28, 1924 
f tterers’ Administration brs been recuired t \ the quoted lengusage to give 
‘ to ©. veterrn, ctherwise entitled, who executes such stetemenrt urcer 
e "Ad ministration brs given werring by es llirg ettertion to certein bere! 
rovisicns ef the Federel stetutes rrd bes ssked er: yliernts whether, in view 
hereof, thev desire to execute such stetemert urcer ceth This wes quite 
ffective tricr to World War II; but during thet cerflict the vetienel psvchelegy 
emed to sessure thet every veteren wes promised hes. its] cere revercdless of 
rvice ineurrence of diss bility At lerst vetersrs gerersilvy ertertsined thet 
iew, erd the Administretion wes criticized for exy ressing env cortiary views 
For nesrly Re eee oan ecrsicered thet ¢. vieletion cf thet evel) rovisior 
f section 15, Pullie Lew 2, 72d Cereress (28 U.S. C. 71F), with res’ ect to either 
e crimiral ¢7 He civil ssretiors therecf, would erise orlv if it ecule be 1 roved 
ehle doubt thet the stetemert is cther then one of op inicn, is 
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clearly felse, and made willfully with intent to defraud. Whereas under the I: 
t enectment of Public Lew 2 benefits were forfeited for 
connection with aprlication for cere under secti 











9()2? tereans Act, end some ceses were actually prosecuted 
the ' to me of either forfeiture or successful presecution fi 
stetements meade under oeth pursusnt to seid section 6 It hes elwevs beer 
considered apparent thet administretive investigetions to determire the falsity 
of such statements would be wholly unjustified in view of the effect of the lens uace 
‘ ized in the quotetion hereinebove. Thet is still my opiricn, es it wrs the 
opinion of my predecessors in office, but I have alwavs been willing to report em 
flagrant cese to the Denartment of Justice if the f cts should seem to justify suc} 
reference I am not edvised ss to whether the Department of Justice hes ever 
reached any conclusion es to whether the seid lenreuage would preclude prosecu- 
tion under eny appliceble stetutes. such es 18 U. 8. C. 1001. for exemrle, _ 
1 criticism recently directed at the Veterans’ Administration for seccertir 
ew tetements is whollv unjustified. The Administration must arrlv the lew 
s written, anv chenges Geemed necessary being the prerogetive of the Congress 
‘ nMlish I legislatior 
H. R. 4601, identified hereintofore, would not amend the first part 
6. except bv inclusion of the Korean hostilities, but would amend t} 
) The language beginning with line 18, page 2 and continuing to line 3 
e 3. spells out what is now the law with 1 spect to veterans’ meeting the ot] 
eC! ria of the first nart pr eding the proviso of section 6, supra. \s to numer 
ous others, it would give a right to hospital care without regard to ability to pay 
T nission of the language in the present law, that the statement under oat 
es} e suffici inability to pay for care, would require that t} 
inistrator pr ns for admissions to hospital or domiciliary car 
llapphi t ‘within the provisions of said first part of section 6. 
would b to the situation which existed under sectior 





Act, except that proof of the inability to defray 
that act related to the q iestion of pri rity rather than that of 









Even s¢ -edures thereunder caused great delav in the 
wwplications ( “e, often requiring extensive field investi- 
vit ch « It was largely to overcome this adminis- 


that Py blie I aw 2 was ame! ded as here inabove indicated. 
lorsimple job to prescribe governing criteria, and it would invoh 
istrative work unless indeed prompt admissions wer: 
, With ail others delayed until necessary adjudicat- 
pon established facts could be taken. lo a considerable exter 
procedure, except that the applicant’s sworn statement tak 
\inistrative determination, and the lack of facilities either der i 





or postpones admission for minor diseases, operations of choice, ete. 

The proviso beginning in the third line, page 3 of the bill would have particul: 
reference, I believe, to such emergency cases admitted to Administration facilities 
In this respect, it would have a distinct bearing upon the Administration’s ability 
to collect (in effeet by way of subrogation) cost of veterans’ hospital care in cases 
covered by hospital or insurance policies or by reason of liability of a third perso: 

In this connection, vour attention is invited to attached memorandum of April 15 
1953. addressed by the undersigned to the Administrator on the subject: Alleged 
Failure of VA To Collect Amounts for Which Insurance Companies Are Liabl 
for Treatment Rendered Veterans in VA Hospitals.) The proviso would have thx 
further effect of permitting veterans of any war to secure hospital care in tl 
Veterars’ Administration facility upor the promise to pay the cost thereof in whol 
or in part; and this, notwithscanding the fact that the introductory part of th 
proviso apparently relates to collecting for hospital care after the event. It seems 
clear that this would require strict regulatory provisions to prevent undue utiliza- 
tion of facilities to the detriment of veterans having higher priorities. 

I do not know of any other pending bills although bills have been introduced 
from time to time which would simply repeal the oath or last sentence of section 6 
That, as would H. R. 4601, would require additional administrative action to 
adjudicate claims I am not aware of anv bill which would afford prioritv on the 
basis of inability to pay, a cardinal feature of section 202 (10), World War Veterans 
Act 

| trust that the foregoing answers the inquiry of the committee. I assume that 
official information will be afforded by the Administrator in any official report 
requested bv the legislative committee. 

Very truly vours, 














Epwarp E. Opom, Solicitor 
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Marca 17, 1953 
Chief Medical Director. 
mm: The Solicitor. 


Subject: Enactment of section 202 (10), World War Veterans Act, 1924. 
Che history of this enactment dates from an item in the Appropriation Act for 
fiscal vear 1923, act of April 20, 1922, which authorized additional hospital 





| outpatient facilities for the Veterans’ Bureau, and made such facilities avail- 
for Spanish War veterans, including Philippine insurrection and Boxer 
liion, having NP and TB diseases. The authority for hospitalization for 
rid War I veterans at the same time included onlv those who had service- 
ected disabilities of 10 percent or more (sec. 302 (6) War Risk Insurance Act 
n 1923 there was initiated under a Senate Select Committee on Investigation 
the United States Veterans’ Bureau, of which Senator David A. Reed was 
1irman, an investigation generally known as the O’Rvan investigation, Gen. 
n F. O’Rvyan being counsel to the aforesaid committee At» the same time 
re was in the Veterans’ Bureau, or in connection therew a Committee on 
vision and Codification of Laws as administered by the United States Veterans’ 
reau, comprised of representatives of the American Legion, the Disabled Amer- 
in Veterans, Military Order of the World War, United Spanish War Veterans, 
Veterans of Foreign Wars, and three staff officials of the Veterans’ Bureau. The 
iid committe> agreed upon and recommended a number of amendments to the 
sic act, one of them being ‘‘to authorize hospitalization of all honorably dis- 
arged veterans in the discretion of the director’? of the Veterans’ Bureau. 

On December 19, 1923, the Director, Gen. Frank T. Hines, addressed a letter 
» the President of the United States, Hon. Calvin Coolidge, transmitting these 
roposals, and requesting Presidential consent to their presentation to the Con- 
ress No. 1 was as follows: 

‘To authorize the hospitalization, in the discretion of the Director, of all 
ynorably discharged veterans of any war, in need of hospitalization, wherever 
iwilities are available and sufficient therefor.’’ 
reneral Hines added: 

‘The President of the United States in his recent address to Congress said: 

‘‘At present there are 9,500 vacant beds in Government hospitals. I recom- 
end that all hospitals be authorized at once to receive and care for, without 
ospital pay, the veterans of all wars needing such care, whenever there are 
wcant beds, and that immediate steps be taken to enlarge and build new hospitals 
» serve all such cases.’ 

“The authority here sought does not contemplate the paying of compensation 
rr other allowances to those not now entitled to them. It does not create a right 
» hospitalization beyond that already provided in existing laws. Soldiers’ 
yes have long existed for the hospitalization of needy veterans, but those 

facilities are now lamentably inadequate for the numbers to be cared for. This 
proposal would authorize the reception into hospitals of the Veterans’ Bureau of 
all veterans of all wars without regard to their compensability. It would permit 
reatment in our hospitals of the disabled soldier for any malady or injury whether 





vused by his service or not, but without hospital pay. And it would permit his 
iid to be given at the very time of the need without having to wait, at as present 
r a determination of the patient’s compensability. The discretion confided to 


Director would permit a selection in favor of the worthier and needier cases, 
xisting facilities being limited, and would provide a safeguard against abuse 





This proposal, originating I believe with me, has been generally endorsed by the 
vice organizations, who likewise urge a sufficient appropriation for completion 
| f the permanent hospital building program. Let me emphasize the President’s 

ecommendation that ‘steps be taken to enlarge and build new hospitals to serve 

ull such cases.’ ”’ 


Having received Presidential approval, the Director transmitted these proposals 
to the Chairman of the Finance Committee, Senate, and of the Committee on 
Interstate and Foreign Commerce, House of Representatives, on January 4, 1924. 
But the latter transferred them to the newly created House Committee on World 
War Veterans Lezislation. 

Bills were promptly introduced in both Houses of Congress, embodying the 
proposals for codification of the laws, and also the authorizations for hospital care. 
In addition to such care for compensable disabilities ! there was added another 
section? authorizing such care for direct service-connecte1 disabilities not com- 
pensable, that is to say, less than 10 percent. The House bill with respect to other 


Sec. 202 (6). 
sec, 202 (9 
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authorizations simply contained the provisions of the 1923 Appropriation Act 
but the Senate bill added World War veterans suffering from NP or TB diseases 
and encephalitis lethargica, loss of sight of both eyes, and the following: 

“The Director is further authorized, so far as he shall find that existing Gover: 
ment facilities permit, to furnish hospitalization and necessary traveling expens 
to honorably discharged veterans of any war, military occupation, or militar 
expedition since 1897, without regard to the nature or origin of their disabilities 
if such veterans have no adequate means of support, and by reason of their dis 
bility are incapable of earning their living.’ 

The Senate bill, having passed the Senate, (S. 2257) was referred to the Con 
mittee on World War Veterans Legislation, House of Representatives, May 15 
1924. The House of Representatives passed 8. 2257, striking out everythi: 
after the enacting clause and inserting an entirely new bill, section 202 (6) of whic! 
merely contained the language of the eee Act for the fiscal year 1923. 
con rence the two Houses compromised and reported a bill which was enacte: 

he World War Veterans Act of 1924, section 202 of which provided for Btepital 
oof medical care as follows: 

Subsection (6) for persons in receipt of compensation. 

Subsection (9) for persons having service-connected disabilities, not in receipt 
of compensation. 

Subsection (10) reading as follows: 

‘That all hospital facilities under the control and jurisdiction of the burea 
shall be available for every honorably discharged veteran of the Spanish-American 
War, the Philippine Insurrection, the Boxer Rebellion, or the World War suffer 
ing from ne uropsychis Pa or tubercular ailments and diseases, paralysis agitans 
encephalitis lethargica, or amoebic dysentery, or the loss of sight of both eyes 
regardless ‘whether such ailments or diseases are due to military service or other 
wise, including traveling expenses as granted to those receiving compensation ar 
hospitalization under this act. The director is further authorized, so far as hi 
shall find that existing Government facilities permit, to furnish hospitalization 
and necessary traveling expenses to veterans of any war, military occupation, o1 
military expedition since 1897, not dishonorably discharged, without regard t« 
the nature or origin of their disabilities: Provided, That preference to admissior 
to any Government hospital for hospitalization under the provisions of this sub 
division shall be given to those veterans who are financially unable to pay for 
hospitalization and their necessary traveling expenses.”’ 

Subsection (10) was later amended as follows: 

Act of March 4, 1925: “In the insular possessions of the United States, th: 
director is further authorized to furnish hospitalization in other than Govern- 
ment hospitals.” 

Act of July 2, 1926: (1)To include Army and Navy nurses; (2) to supply cloth 
ing when necessary to veterans hospitalized under said section 202 (10); (3) to 
authorize prosthetic ap pliances to such veterans unable to pay for them: (4) to 
provide ep pension of a veteran hospitalized under said subsection shall not be 
subject to deduction for board, maintenance, or other purposes incident to such 
Dearie Ncabinn 

Act of July 3, 1930: To include contract surgeons of the Army who served over- 
seas at any time during the Spanish-American War; to define the Spanish-Ameri- 
“an War as Meaning service between April 21, 1898 and July 4, 1902, and the tern 
“‘veteran” to include persons retired or otherwise not dishonorably separated 
from active list of the Army or Navy. 

Section 202 (10) as it thus existed was repealed by Public Law 2, 73d Congress, 
an act to maintain the credit of the United States, usually referred to as “The 
Economy Act”. Thereunder authorization for hospitalization for veterans of all 
wars and for those who served in peacetime * was confined generally to those 
having service-incurred disabilities or in receipt of pension for service-incurred 
disabilities, and for those having permanent disabilities, tubercular and neuro- 
psychiatric ailments. Section 4 of said Public Law 2 was amended by section 29 
of Public Law 141, 73d Congress, passed over the veto of the President, by adding 
a proviso as follows: ‘Provided, That any veteran of any war who was not dis- 
honorably discharged, suffering from disability, disease, or defect, who is in need 
of hospitalization or domiciliary care, and is unable to defray the necessary ex- 
penses therefor (including transportation to and from the Veterans’ Administra- 
tion facility), shall be furnished necessary hospitalization or domiciliary care (in- 
cluding transportation) in any Veterans’ Administration facility, within the limita- 
tions existing in such facilities, irrespective of whether the disability, disease, or 


§ Public Law 78, 73d, Ceng. 
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iefect was due to service. The statement under oath of the applicant on such 
rm as may be prescribed by the Administrator of Veterans’ Affairs shall be ac- 
epted as sufficient evidence of inability to defray necessary expenses.”’ 
The foregoing was ree wo d by P ublic Law 312, 74th Congress, and is basically 
e present law (38 U.S. C. 706). 
Epwarp E. Opom. 


OFFICE MEMORANDUM, UNrrep States GOVERNMEN' 


APRIL 15, 1953 
The Administrator 
From: The Solicitor 
Subject: Alleged failure of VA to collect amounts for which insurance companies 
are liable for treatment rendered veterans in VA hospitals 

|. This memorandum is addressed to you in the light of the assumption and 
tatements made in letter addressed to you on April 7, 1953, by Marshall E. 
Miller, National Commander, AMVETS, with a view to affording an accurate 
factual statement of the situation and at the same time a partial understanding 
f at least some of the legal principles involved. 

2. In his letter the commander refers to an Associated Press story to the effect 
hat “the Veterans’ Administration loses over $3,500,000 annually because of its 
nability to collect from certain hospital insurance companies for treatment 

ndered veterans in VA hospitals”? and he suggests, as a remedy, that you take 
ip with the governors of the several States, as well as the directors of insurance 
n the States, the question of compelling ‘‘corporations issuing hospital insurance 
policies to delete therefrom any clauses or provisions designed to relieve them of 
iability’”’ for the expenses of such hospitalization. Finally, he requests a list of 
ill insurance companies which have “‘sought to evade their contractual obligations” 
hich list he desires for the purpose of advising all members of the AMVETS to 

xamine their insurance policies with a view to preventing ‘‘a fraud upon the 
\merican taxpayers.” 

3. The figures quoted in the press story apparently were taken from informa- 
ion supplied the Comptroller General by the VA and contained in the report of 
he Comptroller General to the chairman, Committee on Veterans’ Affairs, House 
of Representatives, which showed that for the first half of the fiscal year 1 152, 
VA hospitals had prepared statements of charges in 11,842 cases amounting in 
total to $4,913,390.51 and had collected from insurers a total of $1,265,564.86. 
It seems that some have assumed that the difference between these figures rep- 
resents liabilities of insurance companies which they refuse to pay. That this 
is not a fact may, I think, be readily demonstrated. In fact there is no significance 

hatever in the amounts, and no relationship between them. 

1. Because of the procedure necessarily followed by the VA, there is no direct 
relationship between the amount billed and the amount collectible, or indeed the 
amount, if any, that ought to be collected in any particular case. Under the 
regulations which have been in effect for many years each veteran or other person 
idmitted to a VA hospital for a non-service-connected disability is asked whether 

has any insurance, or was injured under circumstances possibly resulting in 
iability on a third party, under workmen’s compensation statutes or otherwise. 
In the event of an affirmative answer he is requested to execute an assignment 
n favor of the VA. Obviously, neither the patient nor the admitting officer, nor 
the finance officer of the hospital, can know at that time whether there exists a 
statutory or a tort liability; or liability under the terms of an insurance policy or 
policies held, if any. Naturally the policy is not then available. If it were, it 
would not affect the situation, since lawyers are not stationed at the hospital. The 
bills are made on the basis of the administratively prescribed rate for each day of 

hospited care, and for all extra items furnished, and without investigation of the 
acts or law applicable in the particular case. Insurance companies which, under 
heir policies, are legally liable, usually make payment either routinely or after 
he matter has been referred to a representative of this office, usually our local 
chief attorney, for collection, upon appropriate explanation. If it is determined 
that the insurance company is not liable, no further efforts to collect are in order. 
Obviously the matter is determinable strictly upon the terms of the insurance 
policy involved and the facts of the particular case. It is quite erroneous to 
assume that the mere existence of an insurance contract affords an answer as to 
he right to collect. In this field of contract law, as in others, differences of 
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opinion as to liability, and the extent thereof, do occur. But in most cases the 
terms of the contract are reasonably clear. 


5. The inquiry is in error also in assuming that it is only with respect to “hospital 
insurance’ that the question arises. The quoted term is a loose popular term used 
to identify some ‘‘prepaid plans of medical or hospital care.’’ It has no definite 
meaning, taken alone. Other types of policies, either individual or group, often 

‘e the contracts potentially applicable. Some cover third party liability as for 

in automobile and other accidents. Other are ‘“‘personal accident policies.”’ 

there are, under various State workmen’s compensation laws, policies 

covering, Within limits, care for certain occupational diseases, as well as for in- 

juries. Some such statutes exclude payment to a State or Federal hospital, with 
certain conditional! exceptions. 

6, With respect to the so-called “prepared plans,” the VA some 15 or 20 years 

‘very effort to secure agreements whereby it could be repaid, at least 

; he hospital care by the VA for non-service-connected disabilities of 
veterans insured under such plans. For reasons which are at once apparent, 
considering the state of the law (38 U. 8S. C. 706), it was not legally possible to 
deny hospital care for eligible veterans who signed the required statement. This 
was and is true notwithstanding such persons may have such insurance policies; 
is for the reason, among others, that no such policy in existence then or now 
covers everything which is afforded an eligible veteran under the Federal statute 

a VA hospital. (Of course, except in emergency or serious long term cases 
such as TB or NP, such applicants can be placed in a nonprioritv status on the 
list Some of these companies demurred on the grourd that the veteran was 
entitled to the Federal care and to use his prepaid privileges would deprive his 
family and possibly him of such care that might be needed later. (It will be 
borne in mind that practically all policies fix a limit of berefits, either in dollars 
or in hospital time, or both. They also objected to the length of hospital care 
in VA hospitals which, for reasons readily seen, is generally greater than that in 
private hospitals. The matter was taken up by the VA with the State com- 
missioners of insurance in some of the States, wherein such corporations were 
organized or did business, but without any tangible results. Probably in few, 
if anv, States do the commissioners of insurance, or other officials have anv legal 
right to prescribe the terms of policies of insurance. Thev often do have statutor\ 
functions with respect to rates. We are not here discussing statutory ‘‘standard”’ 
fire policies, so-called. Certainly it is most unlikely that anv governor has been 
given any such powers. In due course, in the light of experience, the companies 
quite generally changed their insurance comtracts so as to expressly exclude from 
coverage any hospital care in a State or Federal hospital: some also mention 
municipal hospitals; some generalize by excluding ‘“‘tax supported’’ hospitals. 

7. With respect to “‘liability policies,’’ much greater success was and still is 
attained. These policies indemnify the assured, within limits, against loss bv 
reason of liability for tort. Other individual or group policies undertake, within 
limits, to pav for expense of medical and hospital eare occasioned by accident 
or illness.‘ In the first group fall many of the cases in which assignments are 
taken, that is, emergency cases where the veteran has been injured in an accident, 
usually an automobile accident. Quite obviously the question of liability under 
such policies depends upon establishing that the insured was at fault in causing 
the injury, and the injured person was free of fault. In many eases liability is 
not econeeded but must depend upon the result of a proper action filed in a court 
of competent jurisdiction Many of such cases are compromised, often for a 
relatively minimal amount of the total damages claimed, and frequently under 
circumstances which make it impossible for the VA to recover any sum, or more 
than a small token payment. The VA has no legal right to take anvthing from 
the veteran. The law varies in different States as to recovering from a tort 
defendant the plaintiff’s hospital expense, when plaintiff has not paid same. 
In the second of the type of policies mentioned in this paragraph the insurance 
companies have quite generally changed their policies so as to preclude payment 
to the VA or to other tax supported agencies. This is done in various ways, 
the means being influenced no doubt by supposed sales resistance, and individual 
choice; rather than by purely legal considerations. Some policies are reimburse- 
ment policies only, that is, they purport to cover only amounts actually paid 
by the insured. The insurer is not liable under such policy because the veteran 
does not pay the VA. In fact the VA has no legal authority to collect from the 
veteran who signs the statutory application. (This of course also precludes col- 
lection if the policy provides for paying specified amounts to the insured irrespec- 


————_———— 


4 In general all policies exclude, or limit, liability for NP and TB hospital care. 
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tive of whether and to what extent he incurs expense). Still other policies cover 
are only in designated hospitals, viz., those which admit patients of affiliated 
physicians. It is safe to say that most of the policies currently being written 
ontain one of these, or similar, exclusion clauses. There is nothing illegal about 
this. The parties have a right to contract as they please. No State insurance 
‘commission or other regulatory body, or governor, would have any legal authority 
to require such insurance companies to insure a risk they do not want to insure 

8. There is still another category of cases, namely those covered under work- 

en’s compensation laws. Upon proper application and proof by our chief 
attornevs, VA bills for hospital care of the type herein considered, if given in 
an emergency in a case covered by such act, can be and are collected, within 
the limits prescribed by such act. 

9, It is impracties able to examine the statutes of 48 States to ascertain the exact 

ope of the widely varying regulatory statutes presently existing. Except for 
certain compulsory automobile liability insurance statutes, (e. g., Massachusetts 
it probably is correct to say that in every State an insurer is at liberty to refuse to 
contract, and, in general, to determine the scope of coverage if he does contract 
Moreover, even when the State statute authorizes certain regulation, or a fixing 
of premium rates, it necessarily is true that the losses suffered will to a large extent 
determine the required rates. To protect the public the insurer must be given 
profitable rates, or insolvency is inevitable if the particular type risk is continued 
There is a natural and proper effort to provide premiums sufficient to carry each 
particular type of risk, so as, to avoid charging other types of assured’s for a risk 
they have not insured; e. g., life premiums ought not to be used to pay disability 
losses, ete. ‘To the extent that potential losses are circumscribed, the necessity 
for higher rates is avoided, or postponed. As a matter of economic and industrial 
history of the United States the experience of insurers in the health field has been 
generally unprofitable. The record in the reorganization of several companies 
active in that field in the past, and which got into financial difficulties, demon- 
strates the reasons for caution as to coverage, and the necessity for restrictive 
coverage if premium rates are to be kept within a range that the purchasers of 
insurance can and will pay. These are simply existing facts that must be recog- 
nized, irrespective of one’s regret that they exist. There is no question of morality 
involved. The parties, insurer and insured, have a right to contract as they please. 
Kither can refuse to contract if the terms are not satisfactory. The Government 
is not a party to the contract and does not pay the premium. 

10. Under the circumstances, it is my opinion that the VA is doing everything 
possible and that none of the recommendations of the AMVETS or others who 
have expressed themselves in the matter offer any possibilities which have not 
been heretofore fully explored. Finally, this office knows of no company which 
has refused to pay its uncontroverted liabilities; albeit there are cases wherein 
informed lawyers disagree as to existence of liability, a situation not peculiar 
to insurance contracts, 

Epwarp E. Opom. 

We asked you the other day, Mr. Stirling, as to approximately 
what you felt that would mean in money, this committee dealing in 
money. 

Now, I have a figure but I want to ask you for a figure. 

Admiral Boonr. I would not have the slightest idea where to 
begin to estimate on that. 

Mr. Puituirs. Would anybody care to estimate it? 

Mr. Baker. Mr. Chairman, it would be so difficult without know- 
ing what specific conditions and terms might be established, that it 
would be very hard to estimate. 

Mr. Puti.uips. Suppose this committee instructed you to try it 
out and come back and report to us? What would we take off? 

Admiral Boonr. I think it would have to be based on experience 
over a period of time, would it not, to see about what the trend 
would be and what you could collect? 

Mr. Puiuurps. Yes; I think that is a good answer. I just do not 
know what we will do about it until we talk it over among ourselves. 

a 
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INCREASED STAFF LEVEL IN NP HOSPITALS 


Now, you had a figure that you asked for additional help in the 
old NP hospitals, not the new ones that you are staffing because 
those are in your $555 million, but in the old NP hospitals. You 
apparently wanted an additional staff which amounted to some 
$5,882,000 that the budget felt was not in accord with the tables of 
attendance and of care, in that tvpe of hospital. Do you recall that? 
Did you have discussion on that? 

Admiral Boone. I think Mr. Baker has that figure, Mr. Chairman 

Mr. Baker. That is correct, essentially, yes. 

Mr. Pures. Is that still in the $555 million? 

Mr. Baker. That is correct. We have made provision for that 
additional staffing in the old NP hospitals in the $555 million. 

Mr. Puruures. All right, now, if that is as I think it is, above your 
staffing percentages for 1952 and 1953, and the budget for 1954, which 
is an increase over 1953, why do you think you need that much addi- 
tional money, Doctor, for staffing the old NP hospitals? 

Mr. Bice tow. It is just a retention of the staff that we have plus 
the additional beds we are going to open and utilize now not utilized 
because of lack of staff in the old hospitals and this additional staff 
will hold us at the 1952 staffing level, sir. 

Mr. Puiuuips. The average patient load in the NP hospitals for 
next vear is estimated at how much? 

Mr. Farris. The load of all patients for NP hospitals for 1954, 
49 460 

Mr. Puiturps. Apparently the revised budget estimated it on a 
basis of 49,700 and felt that on that basis you did not need $5,882,000. 
So let us see what your staff estimated for NP hospitals, Mr. Farris. 

Mr. Farris. In total, including all? 

Mr. Putuuies. Just NP. 

Mr. Farris. All NP hospitals, staffing re quirement is 3,708. 

Mr. Puitires. What is your present figure? What does that mean 
per patient? Can you give me that quickly? 

Mr. Farris. Per patient, the ratio will be 0.7454. 

Mr. Puaruures. That is it will be for 1954 on this revised require- 
ment. What is it at the present time? 

Mr. Farats. I do not have that with me, sir. 

Mr. Puruures. Will you get it? 

Mr. Farris. Yes, sir. The present ratio is 69.2 employees per 
100 patients. 

Mr. Puiurps. My feeling is that you will find that the $5 million 
is an item which could bear some analysis in view of the present 
staffing. You added staffing to the NP hospitals, is that not right, 
during the current fiscal year? You increased the employment per 
patient in the NP hospitals. 

Mr. Biaetow. No, sir; we are understaffed at the moment in 
NP hospitals. 

Mr. Putuures. On what basis understaffed, compared to what year? 

Mr. Biagetow. Compared to 1952. 

Mr. Farris. Mr. Phillips, actually the situation is this: We are 
not only understaffed in terms of present employment with respect 
to the patient load that is being carried, but we never have had suffi- 
cient funds to provide the staff it was believed to be necessary to 
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vive the proper care in NP hospitals. This ratio that we have de- 
eloped here and have indicated to you indicates the requirements 
n terms of personnel to adequately staff our N P institutions. 

Mr. Puruuips. But Mr. Farris, my point is, you are simply using 
veneralities. You make the statement that this does not adequately 
taff it. This committee would like to have you calculate what you 
mean by that. 

Mr. Farris. In terms of the distribution of personnel? 

\ir. Putiurpes. Take it in terms of personnel to caseload for 1951, 
952, 1953, 1954 revised, and 1954, the $555 million figure. 

Mr. Farris. I can insert that in the record. 

Mr. Paiiurps. You had better bring it up when you come tomorrow 
norning. 

Mr. Farris. Would it be all right if we added one explanation of 
that staffing so that it would clarify, I believe, the feeling that we 
are 

Mr. Putuuirs. Mr. Baker thiaks he has it. I thought I had it here, 
\(r. Baker, so you probably have. 

Mr. Baker. The employee-per-patient ratio in all NP hospitals, 
during the current fiscal year is estimated at 69 employees per 100 
patients. The actual experience from July through February, the 
current year, is 69.2. And the actual during fiscal year 1952 was 68.2. 

Mr. Puruures. And did you have 1951, any changes? 

Mr. Baker. For 1951, I have a figure of 65.7. 

Mr. Patties. You have been rising approximately a point and a 
half a year and you want to make a jump of five points. 

Admiral Boone. I think it is well recognized that our biggest 
load and requirements are in the NP’s and we want to take care—— 

Mr. Patties. Your biggest load in hospitalization is definitely 
in NP’s but that means new hospitals. You have said that you have 
staffed them in the $555 million request. According to you, $5,800,000 
to build it up 5 points above the current budget; that is what I am 
asking about. 

Admiral Boone. We have that difference in the ratio which we 
discussed yesterday in our concepts between the Bureau of the 
sudget and ourselves. 

Mr. Paintures. Have you had it every year? 

Admiral Boonr. I have understood so. My _ predecessors—and 

e have been at it since I have been there, two and a quarter years. 

The reports from the field show that the pursing services have to 
cover much more than they have in the past due to the situation and 
also we have had more elopements of patients because of, we feel 
inadequate coverage. 


ALLOCATION OF FUNDS IN 1953 


Mr. Putuies. You testified in answer to Mr. Andrews as to the 
amount that was to be left over probably at the end of the year and 
| want to ask two questions about it. The first is this: That in reply 
to Mr. Andrews’ question of how much money, how many beds would 
$4 million pay for or $6 million pay for, or $5 million pay for, emphasis 
was made continually by Mr. Baker and Mr. Moore to the fact that 
this money had been put in the hands of the local regional men or the 
local hospital men. It seems to me that is just exactly the point Mr. 








710 





Andrews was bringing up. If it had been left down here, there would 
have been no way in which a hospital manager could have told wheth: 
he could activate another bed, but since he had it in his own hands and 
knew that he had it in his own hands, and it is actually remaining in 
his own hands at the end of a year before it is turned back, more of 
these beds could have been activated. 

| just did not feel your argument was a good argument and | 
bring it up now. 

Mr. Baker. Well, Mr. Phillips, as I said vesterday, the funds ar 
allotted to something like 270 field stations and under the strict con 
trols which are placed upon the managers not to overobligate those 
funds and not to incur obligations or liabilities in excess of what th 
funds allotted will pay for, there always happens to be balances. Ther 
will be balances in every station from, say, 1 cent up to thousands o! 
dollars in some cases, depending upon the circumstances at that 
station. 

The manager, I believe, exercises his best judgment and good 
judgment in practically all cases in trying to make full utilization 
of funds made available but regardless of that, he will end up with a 
balance which is proper under the fiscal controls. 

Mr. Puiuurrs. As an accountant, I do not question that at all 
But I merely point out that perhaps the wrong impression was given 
to Mr. Andrews and unintentionally, that ac tually some of that money 
could have been used, hindsight probably being a little better than 
foresight. 

Now, Mr. Moore, I have searched very carefully the record for the 
supplemental hearing and in reply to Mr. Jonas’ question, you said 
that it was made clear to this committee that that $5 million or 
some part of it could be used to reimburse the loan made from the 
dental fund. 

I am compelled to point out to you that that does not appear in 
the record at all; and that, as I will repeat what Mr. Jonas said to you 
yesterday, the requirements for the $5 million which were allowed by 
this committee, are very definitely shown on page 17 of the justifica- 
tions for the supplemental budget which I will ask the reporter to 
repeat at this point, and I will read them: 

For NP hospitals, $1,092,900. For TB hospitals, $557,000. For G. M. a 
S. hospitals, $5,586,700. For travel, $132,000. For consultants, $981,000; a: 
for initial supplies, $2 million. 

Less an additional reimbursement of $2,310,751, and less funds 
currently available which were then estimated at $3,038,849, and 
which I gather were somewhat less than the actual figure which was 
later calculated. That meant a $5 million request, and on that basis, 
this committee allowed you and the Congress allowed you $5 million. 
Now, no matter what the situation might be, the fact actually is that 
the Veterans’ Administration took that $5 million and spent it fo: 
something else. 

Mr. Moore. I beg your pardon, sir. On page 150 of the hearings 
I made a statement relative to that. I tried to explain yesterday. 
We advanced to the medical hospital program from the amounts 
that we then had for the outpatient program a loan until we could get 
a supplemental and the money was spent for the purposes stated 
When we got that $5 million we reimbursed the outpatient program: 
page 150 of the hearings will bring that out. 
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Mr. Puiturps. I read page 150, and | quote: 


Mr. Puiturps. What is the amount in your supplemental request? 

Mr. Moorr. $5 million. That is medical alone. We asked for $6 million 
ind it was cut to $5 million. I have now $160 million to meet the fourth quarter 
hich is approximately $8 million less than we are actually going to need. So 
guring that as supplemental and there will be some more beds, some more out- 
patient treatments—and that is not a threat it is a promise because I have to 
ymply with the laws that there be no deficiency and there will not be as long 

I am there; I will not run into a deficiency operation 


Then you say that you had to use $4% million from the outpatient 
dental treatment. 

All right, but you did not say that you were asking us for $5 million 
o put it back. And in General Gray’s letter dated April 27 to 
Mrs. Rogers, which appears in the Congressional Record at A—2355, 
General Gray credits the $4 million paid back not to the money 
given to the VA by this Congress, but, and I quote: 

{s a result of these savings “‘it was possible to restore $4 million of the amount 

ich had been diverted from the fee basis dental-care program last fall 

[ do not want to belabor the question, and particularly, Mr. Moore, 
[ do not want you to come up for what may be your last hearing before 
this committee and have an argument with us. 

Mr. Moors. I have had courteous treatment by the committee 
for 30 years. I thought my statements were very clear and very 
thoroughly understood. 

Mr. Puitures. Mr. Moore, we have a very high regard for you. 
We are very sorry you are going, as a matter of fact. 

Mr. Moors. I think a lot of the committee and I am going to miss 
them a whole lot because [ have really enjoyed working with the 
committee. 

Mr. Puiturps. My point is that I think the record is fairly clear 
that the committee thought it was appropriating $5 million to re- 
activate beds. 

Mr. Moorn. Off the record, Mr. Chairman. 

(Discussion off the record.) 

Admiral Boons. The new concept of psychiatry or psychiatric care 
has gone through great variance in the past few years with the hydro- 
therapy and the shock, electric and insulin. And the rehabilitation 
procedures which are very essential, we are far removed from the 
asylum concept and custodial care. They need many more people 
than we ever had any idea before; that adds to the requirements. 


OUTPATIENT DENTAL CARE 


Mr. Puiturps. I have another question which comes out of the 
hearings yesterday. Dr. Boone, how does the Veterans’ Adminis- 
tration determine the charges made by a doctor or a dentist so you 
do not pay the doctor actually more than the rate that is charged 
in the community he practices in? 

Admiral Boone. I presume, Mr. Chairman, you are referring to 
the fees of physicians and dentist. 

Mr. Puiturps. I had in mind dentists but I covered both when I 
asked the question. 

Admiral Boonr. It is made by agreement through State societies 
in the main, both medicalwise and dentalwise, State societies. They 
estimate what are the overall charges for the private practice in 





those States and then give us a lower rate than they are charged. 
The overall charge is for the private practice. And as I said yester- 
day, or the day before, those rates were established back in 1946 
with a slight increase in one, I think it was the medical, in 1949 and 
with no changes since that time. 

Concerning the report on, I think it was the labor statistics index 
on rates of dental fees and medical fees and living costs, for the past 
few years, with a table to accompany it on a quarterly basis, we are 
having requirements to meet more, higher rate of fees promoted by 
the State societies but they have to assure us that their costs have 
gone up and each case, each State is analyzed separately and not 
considered as the overall United States in any instance. 

Mr. Pariurps. Let me ask this question. The outpatient dental 
care, the outpatient medical care, are not included in the $555 million? 

Admiral Boone. No, sir; not outpatient service. That is program 
8600. 

Mr. Puiuurps. And that the revised budget has reduced the out- 
patient dental care by approximately $21 million which is very close 
to recommendations made by the veterans’ organizations. The only 
specific recommendation made in money was $20 million reduction, 
but all of the organizations, as I recall, have recommended that this 
is a field which requires economy and exploration. 

Now my question is, how, if you were attempting to set up some 
sort of a control of a benefit which might run far beyond the intentions 
of Congress, if continued, can you suggest to the Congress what the 
limitations should be? There have been bills introduced, Dr. Boone, 
for a year after the veteran gets out, some for 6 months after the 
veteran gets out, the care of his teeth at that time, and then no further 
care. 

Admiral Boone. I have read the American Dental Society’s report 
before this committee, sir. The only area that I see, and I would 
appreciate if Judge Odom speaks to this because we work on this 
matter 

Mr. Puruuips. This would require legislation, you understand? 

Admiral Boonn. Prima facie is applied up to about 1946 for World 
War II. Then you remember we had a case, a medical case down in 
Tucson, I think it was, a man could not get treatment quickly. | 
think it was the fastest piece of legislation, passed in 48 hours from 
the time it was introduced in both Houses of Congress and signed by 
the President, in 48 hours. That was a liberalizing of the care to the 
Korean veteran. We interpreted that it was the intent and wishes of 
Congress that we should be just as liberal in the applicaton of bene- 
fits to the Korean veterans as we were to World War II veterans 
Therefore, we reinstituted the prima facie evidence for applying to 
the Korean veteran. That has added considerably to the load, 
particularly in examinations prior to treatment. We have analyzed 
this. I talked just recently to the Assistant Chief Medical Director 
for Dentistry and he feels that if we did remove this, it would work a 
hardship right at this time with the war still on in Korea, if I might 
call it that, with Korean veterans as against or in contradistinction 
to what was given to GI’s of World War II; and also that he thought 
that the amount that we would be saving would not be comparable 
to probably what harm would be done psychologically and maybe 
otherwise, too, of the segment of people who are fighting in Korea on 
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return. I would appreciate it if Judge Odom would speak because 
he has given a great deal of thought to this subject. 

Mr. Opom. Mr. Chairman, I think you have stated the whole case 

that it will require legislation to relieve the administration of any 
part of this function. 
- In other words, if we do not have the money to pay for these, we 
do not give them; that is true, but nevertheless the claims come in. 
They are good claims. Mr. Howard’s people adjudicated them as 
being entitled to the care. We do not have money to give it. We just 
are not performing the functions which the Congress has placed 
upoP Us. 

Mr. Putuurps. Does it seem to either you, Admiral Boone, or to you, 
\ir. Odom, to be reasonable to continue to permit these veterans to 
have their teeth examined and X-rayed—l think the cost is $15, is 
it pot, for examination? 

Admiral Boone. $14. 

Mr. Biertow. $14.33. 

Mr. Patties. When the Veterans’ Administratior knows it has 
not enough money to do the work and therefore they will have to be 
re-X-rayed and reexamined some months later at the same price? 

Admiral Boonr. They will have to reexamined each time they are 
deferred because there will be more pathology develop in the interim. 
[t is an increase in the cost for examination alone. It may interest 
the committee that I heard one of the leading dental men on the 
Manpower Commission say, shockedly, that the average number of 
cavities ip our young men when we think we have good, preventive 
dentistry in our school system, is 10, of those being inducted into the 
service. 

Now, what happens? They go into the service. They are put 
through recruit camps and other strenuous periods of training. They 
go to Korea or Germany and under very strenuous service perhaps 
emergency dental care only is given. 

Mr. Parties. My question was, do you think it was good economy 
for the Veterans’ Administration, knowing from its budget officer that 
it does not have enough money to take care of these teeth, to have all 
these examinations made at $14.33 each when they will have to be 
made again? 

Admiral Boone. I hope the committee would modify the law, if 
that is their wisdom to do so, so that we can meet the obligations of 
law and not just default on service-connected cases to the veterans 
because of money. 

Mr. Puinurps. Are you shaking your head because you agree or 
because you do not? 

Mr. Bicretow. May I clarify that? We do not examine and 
X-ray all those cases that are on the waiting list. They are X-rayed 
and only when they come up for treatment. 

Mr. Puiiuprs. They come up for treatment and get examined and 
X-rayed and you send out a little mimeographed statement to the 
dentist, saying he can’t take care of them because there is no money. 
| have a copy if you have not seen it—you probably wrote it. 

Admiral Boonr. I am frankly concerned as to where this is going to. 

Mr. Ovom. To clear the record, for the cases cited, at the time these 
examinations were given it was not known the money would not be 
available. 
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Mr. ANprews. May I ask one question before we get away from it? 

Mr. Puruurps. I will finish my question. 

Now, is it your feeling that the veterans of World War II are getting 
something that the Korean veterans are not? Because that happens 
whenever we pass a law. No matter whether we pass a law on 
taxation or what it is, somebody gets hurt because they are not now 
getting something somebody else did get. The veterans of the Korean 
conflict would get their teeth taken care of when they come back in 
these proposals before the Congress. I do not see any injustice. Why 
do you see any? 

Mr. Opom. I think the admiral had in mind the proposal that we 
do away with our present program of accepting prima facie evidence 
rather than having the Korean veteran prove that his dental injury, 
if | may call it that, was due to service. That is a presumption which 
works for only a short period of time in his favor. The admiral was 
talking about, as I understand it, doing away with that by regulation 
He was not referring to these bills which would enact an entirely 
different set of rules. 

Mr. Puruuires. The Dental Association testifies that when you have 
filled a cavity properly, then that ought no longer to be considered, 
vou might say, a service-connected cavity. But the Veterans’ Admin- 
istration does not operate on that basis. If that filling falls out, vou 
fill it again. If the tooth decays for any reason under the sun, you 
say, because it was once filled, you can put a bridge in; the next thing 
you do, put in a whole set of uppers and lowers. Many people have 
uppers and lowers, whether they have been to war or not. 

Mr. Opvom. Since the dental association, as I recall, blamed the 
Solicitor’s Office for that, I suppose I ought to explain it. The ruling 
has been in effect ever since 1923, that the question of whether 
further treatment is needed for a service-connected dental disability 
is purely a professional medical question. Not a legal question. 
The legal answer is, if professionally it be determined that the service 
injury has caused additional injury or requires adjunct treatment, 
then it is authorized under the law. That is a medical question, 
not a legal one. 

Admiral Boone. Claims has determined, Mr. Chairman, of course 
the eligibility and then we apply the treatment. The Claims de- 
termines the eligibility except the hospital where it is adjunctive 
to systemic disease or something like that. We take care of that 
whether it is service or nonservice connected as long as he is in the 
hospital but it must be related to that illness. 


DENIAL OF ANY PROPOSAL TO CLOSE HOSPITALS 


Mr. Puiuures. I will go briefly to another subject. I do not want 
to belabor this any more. I think we have walked east, west, north, 
and south on this one but I can hardly leave the matter stand with the 
replies to Mr. Yates yesterday, simply, that would indicate that all 
of the hospitals on the list of 2,393 hospitals were closed because of 
lack of funds, because the testimony itself has shown otherwise. 
Several of them were on the list for various other reasons, including 
the personnel was not recruitable, and that in some instances s there 
were operating delays in activating new beds. There were some delays 
in construction. There were delays in renovation and repairs and 
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in some instances, there was an insufficient amount of money, the 
reasons for which have been questioned by this committee. 

| particularly want to ask this, because | think a technicality was 
raised which I do not think was intended as an evasion. Mr. Farris 
did, or did you not say to an investigator of this committee that the 
reason for the failure to activate 22 beds at the Fargo, N. Dak., 
hospital was largely due, or altogether due, to the fact that surgics al 
service was at that time not available and it was necessary to take 
some of these patients to nearby hospitals; that is, they received 
hospitalization for surgery, but it was not possible to give them that 
surgical treatment at Fargo, N. Dak? 

Mr. Farris. The question raised by the investigator last Friday 
was why Fargo did not have a high patient load with respect to the 
number of beds that were in operation. The answer to that I gave 
was that a surgeon was not available. I was not referring to any 
specific position that that surgeon occupied. Yet we do have evidence 
of that fact 

Mr. Patties. | think that is an adequate answer. Did you 
finish it? I did not want to prolong the discussion of it. It has not 
been altogether due to a lack of the money you would have liked to 
have. In many instances other things entered into it. That is what 
this committee has always contended. 1 think when you observe 
hospitals on the list which have increased their bed capacities materi- 
ally during the year, some of the seriousness is taken out of the argu- 
ment. You are not making an argument out of it, gentlemen, but 
an attempt is being made to make an argument out of it on the floor 
of the Congress. 

Admiral Boonr. Mr. Chairman, may I make a comment on that? 
While this appears in the letter, this letter to Mr. Teague signed by 
me May 12, the second and third paragraphs, not to repeat, but | 
could if you wish me to, but it also shows in the whole system. If it 
happened in Fargo, it might have been some place else. To live within 
the limitation we have to cut beds some place else if it had not been 
Fargo. 

Mr. Puriuies. That brings me to the next question, which is: In 
the $555 million budget, what do you intend to do with the hospitals 
that I listed to you the other day? 

In replying to Mr. Yates’ question, that the Bureau of the Budget 
said that six hospitals would have to be closed and you said in answer 
to his question that these were not specific hospitals but just a general 
statement that a reduced budget would require the closing of six 
hospitals; is that in general what you said in reply to Mr. Yates? 
Do you remember? T will ask my question, then you can answer it. 
Didn’t, as a matter of fact, the Bureau of the Budget have six specific 
hospitals in mind and has not the Bureau of the Budget for some years, 
as well as members of this Congress, raised a question which we admit 
an inability to answer: What are we going to do with the six hospitals 
that I listed to you Monday morning? 

Admiral Boone. I have no knowledge, Mr. Chairman, of the Bureau 
of the Budget having proposed any specific hospitals to me. 

Mr. Puruiips. Mr. Baker, do you have any comment? 

Mr. Baker. I have this to say about it. When we were discussing 
it with the examiners from the Bureau of the Budget, the revised 
allowances which they were proposing, which now appear as part of the 





revised budget of the United States, they suggested that there might 
be a possibility of having to close certain hospitals. We asked them 
navi ally if they would name any hospitals. They said they would 
not; that they would leave that up to the Veterans’ Administration 
to determine. They indicated, of course, that they did have certain 
hospitals in mind but they did not name them to us at that time. 

Mr. Puinuips. That is interesting because, of course, the informa- 
tion got out over the United States in 24 hours was that we were going 
to close 6 hospitals which had been recommended, so far as I can find 
out, neither by you nor by the Bureau of the Budget, nor by anyone 
on this committee. And the only hospitals I know are those of which 
I have had a list for years. All the time I have been on this commit- 
tee, it has been difficult to get sufficient patients to justify the cost. 

What is your program regarding those hospitals in the $555 million 
request? Is your intention to increase the number of beds in those 
hospitals? 

Admiral Boons. Hold them at the present level, Mr. Congressman. 

Mr. Puitures. To increase the number of patients? To increase 
the number of attendants? 

Admiral Boone. No, just hold them. 


RATIO OF EMPLOYEES TO PATIENTS IN HOSPITALS 


Mr. Puiiurrs. Can you decrease the number of attendants? What 
justification can you make for 203 emplovees for 93 patients? 

Admiral Boonr. The basic staff plus the requirements for that 
type of hospital and number of patients we have. That is your 


analysis, is it not Mr. Farris? 

Mr. Farris. Yes, sir. 

Mr. Puinurps. Suppose you cut down the number of beds to your 
own patient ratio? If you have 93 patients, why shouldn’t you have 
nearer 100 employees, than 132? Why should you not have a staff 
for 100 beds which would be about, what shall I say, a liberal max- 
imum of 135 to 150 employees, which is above your ratio, and why 
do you carry 50 more employees at Grand Island, Nebr., than your 
own records seem to justify? 

Mr. Farris. I think there is something that should go into the 
record at this point with respect to the basis upon which hospitals are 
staffed. It takes between 60 and 65 percent of the total steff which 
represents a hard core of staff to operate between 35 and 40 percent 
of the bed capacity in a hospital. Which means that with the balance, 
35 to 40 percent of the staff that would go into that hospital, would 
open for all practical purposes 60 to 65 percent of the bed capacity. 
Therefore, when you remove, if you are going to get down to the 
point of operating one-third of your capacity of a hospital, you have 
to recognize automatically that it takes considerably more personnel 
simply to provide the basic staff that is needed to run the institution. 

Mr. Puiturps. That does not sound reasonable to me at all. The 
hospital I am talking about is a 201-bed hospital and you have only 
opened up 132. You only have 93 patients and 203 employees. You 
had better block off some of the wards and cut your bed capacity down 
to 100 to take care of 90 patients, or 105 to take care of 93 patients on 
your own figures, which could not justify more than 150 employees. 

Mr. Farris. There is one other point that we have to recognize, 
too, and that is your ward distribution in a hospital. In other words, 
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uu cannot staff a 40-bed ward—let me put it this way—you must 
iff a 40-bed ward; you cannot staff 1 bed on that ward. If you 
d, it takes almost as many people to take care of 1 patient on a 
t()- oe ward as it does 20 or 25. Iam talking about the attendant 
, the nursing staff directly engaged in providing patient care. So 
the only alternative is to c ut out or reduce ward capacity. That 
otaanataaalie, then, reduces the categories of patients that you can 
dmit to a hospital. You are limited. 

\fr. Paruiies. This has a very practical background, my question 
as. You are asking us for more money than you had in 1951, 1952, 

153, and you asked, in the original budget, which we call the Truman 
yudget, for more money than at least one member of this committee 
thinks you can possibly use economically. 

Now, if we give you more money than was in the revised budget, 

hat are you going to do? Are you going to staff hospitals at a rate 
yf 203 employees for 93 patients? Are you going to staff hospitals 

yond the same staffing ratios in private hospits als? Are you going 
o put in services, and continue services, which have been obiected to 
by the veterans organizations and which my former chairman has 
vecasionally referred to as the frills of the hospital service? 

Or are you going to give a sound, adequate, generous, if you want, 
hospital service? If we do not put an item limitation on you, what 
assurance are we going to have, if we give you anything like you ask, 
that we are not going to get more staffing of hospitals with 75 patients 
and 156 employees? I think that runs up your ratio does it not? 

Mr. Farris. It does, sir. 

[r. Putuures. We really ought to take your ratio after deducting 
group of hospitals like this. 

Mr. Tuomas. That is that $12 million cushion I was referring to 

esterday. 

Admiral Boonr. Mr. Congressman, you must also realize in staffing 
or manning hospitals, we have different diseases which we do not mix. 

Mr. Puitures. That is correct. But still, suppose we say that we 
do take out these hospitals that I am talking about, and | think there 
are a couple more that are pretty close, are there not? Suppose we 
took them out and asked you to make a ratio of employees in the 
hospitals without considering these? These are all G. M. and S. 
How much of a difference would that make in your ratio calculations? 

Mr. Farris. I think I can give you the answer to that. For 
example, in G. M. and S. hospitals, new hospitals, the ratio per oper- 
ating bed is 1.54 personnel, average; that is the estimated average 
for 1954. 

Mr. Puriures. What is it now? 

Mr. Farris. I would have to again supply that for the record. 

(The information follows:) 

\s of March 31, 1953, the ratio of employees per operating bed in new GMS 
hospitals was 1.57. 


Mr. Puiturps. You get my point. We are responsible for justi- 
fication to 428 people of the amount of money you are going to get 
for next year. 

Admiral Boonr. I am sure the committee realizes the isolated 
hospital with the low patient clientele will get the high per diem cost 
that raises our average. 
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NUMBER OF BARBERS IN HOSPITALS 


Mr. Puiturps. I may be repeating a bit. Somebody asked you 
about Lyons yesterday. Here are five NP hospitals. Lyons, Perr 
Point, Battle Creek, Coatesville, and Waco. Why, in vour opinion 
were 112 beds dropped at Lyons Hospital when they already had a 
much higher ratio of medical people than these other comparable 1 
size hospitals that I named? Lyons had 1,896 patients and 1,064 
emplovees; Perry Point had 1,750 patients and 883 emplovees; Battl 
Creek had 1,994 patients and 932 employees; Coatesville had 1,865 
patients and 936 personnel; and Waco had 1,951 patients and 996 
employees, all of them about the same size. Lyons is the one where 
vou closed 112 beds. You did not close them; the manager closed 
them. The manager’s report was that he preferred to keep up the 
standard that he set, not that you set, even if he had to have more 
barbers per patient than in other hospitals that were comparable 
That is why we say that there is a problem before this committee of 
distinguishing between the actual service given, the best possible 
service, and these things which the veterans hospitals seem to conside: 
absolute necessity and the taxpavers are paying for. 

Admiral Boone. Mr. Chairman, when you give a ceiling to th 
manager, whatever he considers most essential in the way of employ 
ment is up to him. I think it supports the contention which has been 
made that we ought to give him more authority and not encroach much 
from central authority 

Mir. Patuurpes. In this case, he decided that barbers were more 
necessary than doctors. 

Admiral Boone. If he did, he made a grave mistake. 

Mr. THomas. What is the greatest number of barbers to a 1,000-bed 
G. M. and S.? 

Mr. Farris. We do not have that with us 

Mr. Tuomas. What is your best guess? 

Admiral Boone. If I found a manager continuing that, he would 
not continue it long, I assure you. 

Mr. Rosen. In all of our hospitals there were 280 barbers on the 
28th of February for 108,000 beds; NP hospitals, 216 for 51,000 beds 

Mr. Tuomas. Break that down. 

Mr. Patuutps. One per 200 patients. 

Mr. Tuomas. Is that the average throughout NP and TB and 
G. M. and 8.? 

Mr. Putuuips. NP only. 

Mr. THomas. How many barbers do you have throughout your 
domiciliary homes, and your general G. M. and 8. and TB and your 
NP? 

Mr. Rosen. Estimating that there might be perhaps a dozen more 
barbers in the domriciliaries, it would be about 292 barbers in total 

Mr. THomas. What is the general payroll classification? Are they 
all civil-service employees? 

Mr. Rosen. They ave. 

Mr. Tuomas. Do vou know what their classification is? What is 
their grade? 

Mr. Rosen. I do not know. 

Mr. THomas. Are their services paid entirely by the Veterans’ 
Administration funds? 
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\ir. Rosen. Yes, sir. It must be kept in mind that m the mental 
hospitals, by far the largest proportion of the patients in excess of 
50 percent, have been in these hospitals 1 vear, 2 vears, or 20 or 30 
vears 

Mr. THoomas. What about general medical and surgical hospitals? 
How many do you have in those? 

Mr. Rosen. There are 55 barbers in G. M. and SS. You find half 
of the TB caseload and a goodly portion of the mental patients as 

ell with long lengths of stay 

Mr. BicgkLow. Fifty-five barbers 

Mr. Tuomas. Fifty-five barbers in 104 hospitals 

Mr. Poinurps. Is it customary in private hospitals to have a 
barber there? 

Admiral Boone. Most patients in. private hospitals do not stay 
ong 


LENGTH OF STAY IN VETERANS HOSPITALS 


Mr. Tuomas. Why do they stay longer in vour hospital than they 

in private G. M. and S. hospitals?—because vou furnish them free 
barbers? 

Admiral Boone. There are a lot of reasons. The cases are worked 
ip after they come into the hospital. The private physician works 
his patient up before admission. We must consider claims for com- 
pensation which the patient may have, and we treat any morbid 
conditions found. We have a rehabilitation problem which ts entirely 
different from that of the private hospitals. There the patient can 
vet medical services at home during convalescence. We cannot do this 

\ir. Toomas. You answered the question: The general complaint 
vou hear all over the country that a veteran stays much longer in a 
veterans’ hospital than he does in a private hospital. That extra time 
is spent in examination for compensation and pension; that applies to 
nonservice cases just like it does to service connected 

Mr. Paiturs. That was my next question. I was looking for some 
figures on the length of time. I had a feeling, Dr. Boone, it went a 
little further than Mr. Thomas spoke about 

Why do vou think the stay of a veteran in a VA hospital is so much 
longer than the average stay for similar conditions in all private 
hospitals or State hospitals? 

Admiral Roonre. I do not believe that you can compare the VA 
and the non-VA hospital because of differences in the types of patients 
treated, their age and diagnostic composition, the extent of workup 
prior to admission, the extent to which postoperative care is available 
at home or on an outpatient basis. 

The General Accounting Office report covering VA, United States 
Public Health hospitals, and non-Federal hospitals, on length of stay, 
staffing costs, as an example, compares things which are not compar- 
able, I feel. 

Mr. Pariuips. But it is a fact that the average stay for diseases is 
quite a bit longer in the veterans’ hospitals. 

Admiral Boone. Older and much more chronic. We do not have 
babies, for instance; but we have the old people and they raise th 
length of stay very much. Over 50 percent of our patients have been 
there for at least a year 





TOTAL NUMBER OF VETERANS’ ADMINISTRATION HOSPITALS 


Mr. Purities. How many hospitals do you have altogether? 
Mr. Bicetow. 106 G. M. and 8., 35 NP, and 20 TB on April 30, 


1953 


NUMBER OF SWIMMING POOLS AND GOLF COURSES AT VETERANS’ 
ADMINISTRATION INSTALLATIONS 


Mr. Puitires. How many of those hospitals have swimming pools, 
golf courses, and features which private hospitals do not presume to 
olive! 

Admiral Boonr. May we ask Colonel Dryden. 

Mr. Pairs. How many of the 161 VA hospitals have swimming 
pools, golf courses, and anything else of that nature which privat 
hospitals would not think was their obligation to give to patients 

Colonel Drypen. The criteria prepared for NP hospitals that were 
designed after 1945, during 1945, and subsequent, included provisions 
for swimming pools as a part of the thereapy and the rehabilitation 
program. 

Mr. Puruiies. Are you saying to us that this applies only to NP 
hospitals? 

Colonel Drypen. That is right; for new hospitals designed since 
1945. 

Mr. Puiuures. Not others? 

Colonel Drypen. Not others. 

Mr. Puriuies. The same thing applies to both swimming pools 
and golf courses? 

Colonel Dryprn. That applies only to swimming pools. 

Mr. Puriiures. How many is that, then? 

Colonel Drypen. I do not have the record of the number of golf 
courses. I might make a comment on golf courses—I think we were 
asked for certain information in connection with one; I believe it 
was at Northport, Long Island, N. Y.—that we find that at certain 
locations the community has donated funds for the development of 
what I would call putting areas; i. e., not fully developed golf courses 
but rather very often just a part of the lawn area, as in the case of 
Northport. As TI recall the situation there, it is that patient labor did 
do certain development and that other costs were donated. We often 
have instances arise in which the veterans’ organizations or public- 
spirited communities want to make a donation for the welfare of the 
patients, and that is accepted. 

Mr. Puiuurires. Do the public-spirited communities also set up a fund 
to pay for the upkeep? 

Colonel DrypEen. I indicated that in general I think that golf 
courses are a part of the lawn area which is maintained in any event 
and that they are generally located at NP hospitals, where we have 
more ground area than we would usually have, of course, at a general 
medical hospital or 

Admiral Boonr. We ought to supplement. We have some I think 
Colonel Dryden probably forgot about, some swimming pools at the 
acquired hospitals from the Army and Navy. 

Colonel Drypren. Some. 

Admiral Boonr. Might be G. M. and S. in that instance. 





Mr. Puttiies. How many hospitals have swimming pools and golf 
yurses? Could you answer that? 

Colonel DrypEn. I will furnish that. 

The information follows:) 


of swimming pools and go'f CO ses at existing VA hospita 
facilities 


wimmil pool 


Outdoor pools 


it former service hospitals 
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t former service hospit? Is 
loc .ted at former service hospitals, also 1 located at a hospital with a large number of neuro- 


ioture-golf courses, putting greens, pitch-and-putt courses and driving ranges 
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ed at former service hospitals, also 1 located at a hospit.1 with a large number of neuro- 


Mr. Puiturres. How many physicians are there in the entire Vet- 
erans’ Administration system? I presume that includes physicians 
and surgeons; you can differentiate dentists if you want. 


TOTAL NUMBER OF HOSPITALS 


Mr. Jonas. While he is looking that up, may I point out that the 
figures never agree? Commander, I added up the figures you listed, 
104 G. M. and 8., the NP, and the TB and they add up to 159 and 
then you stated later 161. 

(Norse.—The 104 was corrected in earlier testimony to 106.) 

Mr. BiaeLtow. One hundred and sixty as of March 31, but 161 as 
of April 30. 

Admiral Boonr. One hundred and sixty-one. The 162d will be 
Syracuse within 10 days. 

Mr. Puituips. Were you of the opinion, Mr. Jonas, that all previous 
testimony in the last 3 days has constantly agreed with all previous 
testimony? 

Mr. Jonas. I was waiting for somebody to ask how many hospitals 
there were and I get two answers. 

Mr. Rosen. There were 161 hospitals on April 30, 1953. 


NUMBER OF PHYSICIANS 


Concerning the question on physicians there were 3,090 full time on 
March 31, 1953, in the hospitals. 

Mr. Puituips. Are they all employees of the Veterans’ Adminis- 
tration? 

Mr. Rosen. Yes, sir. 
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Mr. Puiturps. How many consultants do vou have in addition to 
that? 

Mr. Rosen. During the first 6 months of this fiscal year? 

Mr. Puitures. While you are looking that up, I will tell Mr. Jonas 
that on previous inquiry on the same subject 1 was given of 3,093 

Admiral Boone. | can supply the consultants from this and ws 
can put it in the record. As of December 31, 1952, there were 7,818 
consultants and attending physicians on the rolls in Veterans’ Admin 
istration, including the central office area, area offices, regional offices 
domiciliaries and hospitals. Of this number, 5,963 were utilized 
in the 6-month reporting period ending December 31. I would lik 
to explain in that regard, we may have many on the rolls, but not 
all serve. They are used only as needed. You pay for them when 
vou use them. 


NUMBER OF PHYSICIANS AND OTHER EMPLOYEES IN HOSPITALS 


Mr. Puruurps. All right. So that I will have the two figures 
at the moment taking the number of physicians that are employed 
by the Veterans’ Administration and the number of employees of 
all kinds in the Veterans’ Administration, just what percentage of 
the total number of emplovees are physicians and surgeons? 

Admiral Boone. Full tume or part time? 

Mr. Puaruuies. Full-time physicians. 

Mr. Tuomas. Three percent. 

Mr. Baker. I am just trying to clarify the question. You said 
all employees of Veterans’ Administration. 

Mr. Puruuipes. Medical program. 

Admiral Boone. Hospitals. 

Mr. Farris. 105,538. 

Mr. Puriires. Compared to what? 

Mr. Farris. In the hospital program. 

Mr. Puiuuips. How many of them are physicians? 

Mr. Farris. That would be in this figure of 3,090, under 3 percent. 

Mr. Puitires. Yet when this committee appropriates money, you 
come back to the Congress and say, that you did not have enough 
professional staff to staff your hospitals and that is actually less than 
3 percent of your total employment. 

Mr. THomas. When you add your consultants, it is 3 percent plus. 

Mr. Puituips. Three percent plus. It seems a little odd, does it 
not, to you? 

I have one more question that applies to all the States in the United 
States as well as New Hampshire. We have had inquiries as a result 
of, I think, the American Legion pressure campaign; the State adju- 
tants have presumably all been notified that specific number of hos- 
pitals in their States will be closed as a result of the revised budget. 
Would vou hazard a guess as to how that information got spread 
around or where they got these specific but erroneous figures? I have 
a letter addressed to the representative from Michigan which says: 

We have had a nominal estimate of over 250 additional hospital beds in the 
State of Michigan which will be closed if the budget director’s recommendation 
prevails. 

Dr. Boone, would you care to say anything on that? 

Admiral Boonr. I have not the slightest idea where the information 
comes from. 
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Puiuies. Would you say that even under the revised budget 
there edad be a possibility of closing 250 additional beds in the State 
of Michigan? 

Admiral Boonr. No; we are going to increase beds by opening Ann 
\rbor, we hope this fall. 

Mr. Pures. And if in your suggested increase in the budget 
vould you have any additional beds in Michigan besides the Ann 
(Arbor Hospital? 

Admiral Boone. No; in fact, the proposal will reduce some due to 
onversions if it goes through. 

Mr. Puinurps. | am talking about the $555 million budget. How 
many additional beds would you open in the State of Michigan any 
more than the Ann Arbor Hospital? 

\dmiral Boone. We have no plans for opening any more than those. 

Mr. Putuuies. I make this general statement applying to all States 
ind that is that this committee does not have in its budget hearings 

breakdown by State by State nor city by city, nor does it have 
inything to do re the number of beds which are actually in opera- 
tion, deactivated, or activated during any fiscal year other than the 
veneral we somes La which might take place around the table. That 
is entirely in the hands of the Administrator of the Veterans’ Admin- 
istration and the Medical Director of the Veterans’ Administration 
ind these rumors, particularly these figures, are without any founda- 
tion in fact. Am I right? 

\dmiral Boone. As far as I know. 

Mr. Puinurps. It is now 12:30 and we said we were going to close 
vour hearings at 12:30. Are there any quick questions? Are there 
any que stions before these gentlemen get away: 

Tomorrow we hope to start on these other code numbe ‘rs, 1000 to 
7000 and 9000, unless there is some mopping up, which we do not now 
Know. 

Admiral Boone. Are we not going to discuss programs 8200, 8300, 
and 8600? We have not discussed those. 

Mr. Patties. We certainly want to discuss those. 

Admiral Boon. Dr. Lyons is here who is Assistant Medical Direc- 
tor on Research and Education. 

Mr. Puriuies. I think we had better take that at 10 o’clock tomor- 
row morning. 


Tuurspay, May 28, 1953 

Mr. Puiiuirs. The committee will please come to order. 

We continue the hearing of the representatives of the Veterans’ 
\dministration on the request for the 1954 appropriation. 

There are one or two things that we think of overnight and would 
like to take care of the first thing. Mr. Jonas, I neglected to give you 
the chance that I said I would yesterday, to ask about a management 
matter in the hospitals and before I overlook it again, will you ask 
that question now? 


QUALIFICATIONS OF HOSPITAL MANAGERS 


_ Mr. Jonas. All right. How many of your hospitals are managed 
by medical men, that is, physicians? 
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Admiral Boonr. About one quarter laymen and three quarters 
physicians of the 161 hospitals, 44 lay and 117 professional. & 

Mr. Jonas. What is the thinking that causes you to use physicians 
as hospital managers? Is that not a waste of professional skill? 

Admiral Boonr. No, sir. I have become convinced since I have 
been in the Veterans’ Administration that you can use a certain num- 
ber of lay managers and I must say that I have never found a lay man- 
ager who was not a good manager in my experience in relation to this 
problem. But I feel strongly that where we have a very large affiliated 
program with medical schools and a large teaching program, post- 
graduate program, and necessary research in connection with our 
clinical care, that we need medical managers. I think in the smaller 
hospital, where we have not that direct affiliation, we can use la 
managers very successfully. We use lay managers at a center, for 
instance, which may incorporate a domicile or a regional office, so hi 
would be the top man for the whole place but he would have a chief of 
professional services directing the professional side of it. 

Mr. Jonas. Now, the work of managing a hospital is mostly 
business, is it not? 

Admiral Boonr. No; | think that the top man of the hospital 
where he bas a relationship, as I say, to this teaching program and 
affiliation with medical schools very definitely needs a man that 
understands that language and those problems. 

Mr. Jonas. | can understand 

Admiral Boons. He is the top clinician of the place, too. 

Mr. Jonas. I can understand the chief of the medical staff in a 
hospital being a physician, but does be not consume a lot of time 
handling details about procurement and hiring and supervision ot! 
personnel if he is also the administrator? 

Admiral Boone. Mr. Jonas, many of the most successful physicians 
become administrative people. 

Mr. Jonas. Would you say that again? 

Admiral Boonr. Many of the successful physicians become ad- 
ministrative people in large institutions and their knowledge and 
experience over the years make them more competent to do that job 
and extend their experience to a greater number of people by going 
into the administrative field. 

Mr. Jonas. Are you familiar with the situation in civilian hospitals? 

Admiral Boone. Yes; they have both. Some have medical and 
some have lay. The administrators of Johns Hopkins Hospital and 
Massachusetts General Hospital, for example, are physicians. 

Mr. Jonas. Would you not say by far the greater number 
civilian hospitals are operated, managed, by lay managers? 

Admiral Boonr. I do not know. I could not answer that question 

Mr. Jonas. At least about three fourths of the present hospitals 
are managed by professional physicians? 

Admiral Boone. That is right, sir. I might say, if | may supple- 
ment that, Mr. Chairman, in the smaller hospitals, the manager i! 
he is a medical manager, also acts in dual capacity as chief of pro- 
fessional services as well as manager. 

Mr. Jonas. Is this not true, Admiral, that where you have that 
situation, then you have to have a civilian in there as his assistant 

Admiral Boone. You have at a large hospital a manager and an 
assistant manager. Ata small hospital where you have a lay manager 
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vou do not have an assistant manager but you have a chief of pro- 
fessional services. 

Mr. Jonas. In cases where you have a physician as manager, and 
, civilian or nonprofessional as assistant manager do you not have to 
pay him more money than you do an assistant manager in a hospital 
where you have a nonprofessional man as manager? 

Admiral Boonr. No, sir. 

Mr. Jonas. Same scale of pay? 

Admiral Boone. It depends upon his grade, whether he is an 11, 
13, 15 or what. 

Mr. Jonas. You would not have a higher grade man as a pro- 
fessional man? 

\dmiral Boonr. Not necessarily. 


VETERANS HOSPITALS IN OKLAHOMA 


Mr. Puiiuips. Yesterday afternoon, the Congressman from Okla- 
homa, one of them, came in before this committee to give testimony 
regarding the hospital situation in Oklahoma. He pointed out that 
in the report which appears in this House Committee Print No. 53 
from the Committee on Veterans’ Affairs, to which I have several times 
before referred, this statement was made in regard to the hospital at 
\luskogee, 1 suppose it is. In reply to the question under heading 

‘Patients, as of February 28,” and the subhead for the preceee, } 12 

months, question 9, the number of veterans not yet hospitalized but 
scheduled for admission, 11 service connected. 

Now, Congressman Edmondson was unable to make that relate to 
vour statement that there were only three service-connected veterans 
in the entire United States. 

In a clipping from the Okmulgee Times, Daily Times, of Wednesday, 
February 11, the same statement is made that a ward with beds for 40 
patients was closed on November 4 (and I call the committee’s atten- 
tion to the day), due to cuts in appropriations and a ward containing 
24 beds was closed in 1949 because funds were not available to provide 
medical services. 

| come back to the question, Dr. Boone, please, why a statement 

ide by the mavager of that hospital, as of February 28, in a state- 
ment made on April 30 showed 11 service-connected G. M. and S. 
veterans scheduled for admission but not admitted when both you and 
General Gray have repeatedly said that there were very limited num- 
bers of service-connected veterans not hospitalized, and that most of 
hose were out because they themselves were not yet ready to go in. 

Admiral Boonr. The statement still stands with three, Mr. Chair- 
man, service-connected on the waiting list as of April 30, 1953. As 

itals the explanation of the so-called discrepancy o1 discrepancies between 
February 28 and, I think you said, April 3, I shall ask Mr. Rosen to 

yple i ‘with your permission. 

er if fr. Rosen. Mr. Phillips, into the VA hospitals during the course 

pro of a month, some 25,000 to 30,000 patients are admitted following 
application for such care; and at any time there are certain numbe1 - 

that patie nts whose applications for admission have been accepted and ¢ 

ed has been placed in reserve for the admission of that patient. 
With regard to the 11 service-connected cases that the manager 
Agr reports, those are patients who will be admitted into the hospital and 


or 
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the scheduled date of the admission represents an agreement in a 
sense between the hospital and the patient. In certain instances, the 
man will in fact be applying for care for next week, or the week 
after that. 

The three patients that were mentioned the other day in the testi- 
mony as waiting on April 30 were patients for whom beds had not 
vet been placed in reserve. For the 11 reported at the Muskogee 
hospital and any others which may be reported at any other hospital 
as scheduled for admission, beds are already in reserve for those 
patients. 

Mr. Puiuurps. I think that covers it. Thank you very much. 

There are similar letters from other Members of Congress. There 
is no point of my taking them individually in our record. This 
statement has appeared in the papers that 200 beds were going to be 
closed in some State, or 250 beds in another, or 6 hospitals closed or 
more, sometimes. I see the number has increased now. It rolls like 
a snowball. 

I simply ask again, Dr. Boone, your statement yesterday stands 
that this is all without foundation and that the story did not originate 
in the Veterans’ Administration. 

Admiral Boong. Absolutely and unequivocally that is correct. 


PER DIEM HOSPITAL COSTS UNDER VARIOUS PROPOSABS 


Mr. Pumps. Now, coming back to the hospital cost projection, 
T have had certain figures prepared overnight which I want to put in 
the record without much further discussion but to show you the 
projection of the cost figures—tbis is on the basis of hospital costs 
for 1953 as revised on April 29. I do not know what that date indi- 
cates. Perhaps the date the figures were gotten from your own office 
Then the January budget, which we refer to for identification as the 
Truman budget, and then the revision which has just come up to us 
and which we are now discussing, and, in addition, the patient load 
indicated in the revised budget. These have been broken down to 
show the total cost for the three tvpes of hospitals, the average daily 
patient load, the total of patient days, and the cost per patient day, 
and the cost per patient vear. 

Now briefly, it shows that the cost per patient-day average, for 
1952, was $14.01. For 1953, as of the present load, it is $14.40; and 
as of the January budget, would have been $14.34; that on the basis of 
the patient load, apparently contemplated in the revised budget which 
you have testified was 102,370, the cost was evidently contemplated 
to be $14.02, or 38 cents less than the present cost. On the basis of 
your testimony here that the revised figure would permit vou only a 
patient load of 97,738; that would make the cost $14.69. Now, that 
is broken down as I will show you by putting this in the record, into 
costs, the present costs being $8.87 for NP, $16.27 for TB, and $20.36 
for G. M. and S. 

(The table referred to follows: ) 
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Mr. Paituipes. Translating these various assumptions, if we say 


that the patient load for NP’s will remain at vour figure of 49,700 
average, the patient load for TB’s will remain at 8,000 which is your 
figure, approximately, Commander Bigelow, and taking three sup- 
positions for the patient load for G. M. and S. hospitals, the cost of 
NP patients for 1954 would be $160,873,000 and TB, $48,822,000 
and for G. M. and S. at the 102,000 figure would be $329,295,000 
This is a total of $538,990,000. 

Now, if you were not to reach the 102,000 figure, taking off only 
from G. M. and 8. hospitals, and I call vour attention to the fact that 
you have not ever—at least not within the knowledge of this particu- 
lar subeommittee—reached a figure of 100,000, average, the total 
amount you would need for next vear would be $524,124,000. And if 
you were to maintain the level that you have this vear of 98,000, you 
would reach a figure of only $509,257 ,000. 

In addition, I insert in the record here another calculation based on 
the VA hospital budget for 1954, VA hospitals only, not including 
contract or domiciliary; and the other figures before this committee 

(The table referred to is as follows 
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hospital budget, 1954 (VA hospitals only, not contract or domiciliary) 
Programs 8410, 8420, 8430 


Average cost | Average cost 


Total cost per patient- | per patient 
day year 


A verage daily 


Fiscal year 
—s patient load 


952 (actual 98, 024 | $502, 793, 064 ; 01 


1953 (based on 9 months actual 98, 000 515, 138, 4590 
1954—January budget 04, 880 ¥, 079, 300 14. 34 
1954— Revised budget 02, 370 23, 978, 100 

1954—V A proposal 10:2, 37 , 000, 000 5. 27 


27 

) 55 million plan 102, 37 555, 000, 000 14.85 
195 Based upon VA estimate of 102,370 aver- 
age daily caseload, and based on 1953 daily 

tieat cost of $14.40 102, 37 53 56, 7 * 14.40 


VA testified repeatedly that they could not operate more than 114,315 beds for an average daily patient 
load of 102,370 

_ ? Last line in above tabulation uses $14.40 per patient-day which is the same daily rate as actually exper 
jenced in 1953, which is 39 cents per day more than in the lush year of 1952 when $12,500,000 was returned 
unused 


The highest figure that the VA could reach on hospitalization, from 
its own figures, would be $538,058,720. 


CONTRACT HOSPITALIZATION 


[ want to come now to this contract-bed program. 

Mr. Stirling, and you, Dr. Boone, I ask is there any relation between 
the number of contract beds that you asked for, or contract for and 
the number of beds in VA hospitals? Do you attempt to make any 
comparison or any relationship between those two figures? Is my 
question clear? By the end of next year you will have approximately 
how many beds in hospitals? 

Mr. Bigetow. 114,315. 

Mr. Puruuips. More than you have this year. 

Mr. Braetow. This year it is 109,229. 

Mr. Puruuips. 114,315 next year. Would the number of contract 
beds in your mind be the same no matter whether you had 108,000 
VA hospital beds or 115,000 beds? 

Mr. Bicetow. No, sir; the number of contract patients is being 
gradually reduced. 

Mr. Puriurps. Will you put in the record at this point a memoran- 
dum showing the number of contract beds for the three types of NP, 
TB, and G. M. and 5. patients for a period of say, 1951, 1952, 1953, 
and contemplated for 1954? 

(The information follows:) 
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age daily patient oad in non-VA hospitals, fiscal years 1941 through 1954 


[ype of patient 


Neuropsychiat 
G.M 


Other and 8, 


chotic| p and N 


year 1951 
Potal 


Nonpublic 
ite and local government 
ther Federal 


year 1952 
rotal 


public 
tate and local government 
)ther Federal 


1] vear 19538 


Total 


Inside United States 
side United States 


Nonpublic, total 


Inside United States 
Outside United States 


State and local government, total 


ide United States 
tside United States 


Other Federal, total 


side United States 
butside United States 


11 year 1954 

lotal { 
Nonpublic 
state and local government 1, 590 ; ( { 
Other Federal 1, 540 { (3) Qa 


Includes patients hospitalized in Hawaii, Puerto Rico, Alaska, Panama Canal Zone, Guam, and 
ppine Islands 
Expenditure estimated as follows: Total, $17,783,100; nonpublic, $8,434,400; State and local government, 
2,942,100; and other Federal, $6,406,600. 
Not available, 


Mr. Pattuips. Why should there not be some greater relationship 
between these two figures? If this committee is to supply money for 
an increased number of beds in the hospitals operated by the Veterans’ 
\dministration, why should there not be a relationship to the number 
of contract beds? My question is not based entirely on the thought 
that you might reduce them. My question is also based on the fact 
that the cost of operating a bed in a veterans’ hospital as shown by the 
figures I just gave you are contemplated, for 1954, to be $20.37 in a 
G. M. and 8S. “hospital. You can rent a bed in an Army, Navy, or 
Public Health Service hospital next year for $14.75 which is a saving 
of a little less than $6 per bed per day. In addition to that, as the 
testimony brought out yesterday, there are hospitals in Philadelphia 
that we know about, and San Diego, and undoubtedly in other cities, 
where there are, in Philadelphia, perhaps 400 vacant beds in the 
Navy hospital—it has been testified to be about 800 in the San Diego 
hospital—it is known to be many more in nearby hospitals and some 
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of those hospitals are in danger of being declared below standards by, 
the American Medical Association because of the low patient load 

Why cannot the Veterans’ Administration save money and avoid 
building additional new hospitals for G. M. and S. patients by using 
contract beds? 

Admiral Boone. May I read from a portion of a letter from General 
Gray, the Administrator, to Mr. Dodge, dated April 30, 1953° 
Pointing first to Philadelphia, as an example 

Mr. Paiuurps. May I correct the figure for Philadelphia? It shows 
there are approximately 900 vacant beds in Philadelphia. I said 400 

Admiral Boone. In the whole hospital? 

Mr. Puriuipes. In the Navy hospital in Philadelphia. 

Admiral Boone. | think the pertinent part, without your wishing 
me to read the whole letter, would be in the last five paragraphs 
He says that 
I should like you to know the following facts and the position the Veterans 
Administration finds itself in by virtue of the above directives. We have ir 
Philadelphia an operating hospital with 420 G. M. and 8. beds. That is VA 
And we have one as of this date and will maintain bed occupancy rate of at least 
&5 percent 

Mr. Puiuures. Let us make that clear. You do not have a hospital! 
with that many activated beds at the present time. 

Admiral Boonr. No, sir; just came into being. Was dedicated in 
December, activated right after the first of the vear. 

Mr. Puiuurrs. As of today, how many activated beds are there? 

Mr. Rosen. Four hundred and twenty. 

Mr. Puiturps. You can’t put a veteran to bed on a statistic. 

Admiral Boonn. We have in Philadelphia an operating hospital 
with 420 G. M. and S. beds and we have as of this date and still main- 
tain a bed occupancy rate of at least 85 percent. Total activation of 
this hospital will result in 488 beds. The number of applicants fo: 
hospitalization at the Philadelphia regional office continues to place 
this area among the highest in the Veterans’ Administration, and 
during March 1953, more than 1,100 applications were received. The 
number of patients requiring hospitalization under our existing laws 
in Philadelphia now approaches an average of 100 patients monthly, 
outside immediate Philadelphia area, sent outside the area for 
hospitalization. 

Mr. Pariurs. How many? 

Admiral Boonr. One hundred, sir. [Reading:] 

We have an average patient load of 50 G. M. and 8. cases on contract basis 
in non-Federal hospitals in Philadelphia area. It is our belief that based upon 
the demand for hospital care and in Philadelphia to serve a veteran population 
exceeding one and a half million that we can and should utilize not less than 200 
beds in the naval hospital in Philadelphia. In order that I may act in accordance 
with the directives, I wish you would please advise me specifically what the 
President’s desires are with respect to utilization of 200 beds in the naval hospital 
in Philadelphia during fiscal year 1953. 

And I might add, Mr. Chairman, that what General Gray referred 
to in the discussions are considered in the supplemental and also on 
the floor of Congress. 

Mr. Puiuurps. What is the date of that letter? 

Admiral Boone. This letter is dated April 30, sir. 

The reply from the Director of the Budget, Mr. Dodge, was May 20, 
1953. He says: 
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My Dear GENERAL Gray: This is in reply to your letter of April 30, 1953 
garding the use by the Veterans’ Administration of beds in other Federal 
spitals. Forsome time there has been in effect the policy whereby the Veterans’ 
\dministration has been prozressively withdrawing from use of other Federal 
facilities in the continental United States as its new hospital-construction pro 


im is being completed. This policy anticipates the ultimate reliance by the 
erans’ Administration exclusively upon the resources of its own hospital 
stem, which exceed the combined total hospital resources of all the rest of the 
feral Government in this country, including the Department of Defense. 

Such a policy appears to be fundamentally sound and it is expected it will 


nue to be reflected in future budgets on a basis which will be both orderly 
{ prudent. The revised budget allowance for the next fiscal year conte nplate 
thdrawal from the Public Health Service general hospitals and some additional 
tening of funds available for contracting with other Feleral hospitals 
As to the question you raised regarding continued use of beds in Philadelphia 
‘avy Hospital, within the funds provided in the budget for contract care in other 
Federal hospitals, it is discretionary with you to determine the needs for beds in 
he Philadelphia area in relation to other areas of the country. 
Sincerely yours, 
JosePpH M. Dopar, Director 
Mr. Puitures. Now let us have two figures. The first is the number 
f contract beds that you have for G. M. and S. hospitals for this 
ear, 1953. 


eds, for G. M. and S. hospitals for 1954. 
\lr. Brantow. For 1954, sir, the revised budget gives us 5,250. 
\ir. Patuurps. All for G. M. and 8.? 
\Ir. Bigztow. We do not break them down 
Ir. Potunips. You can use them for anything vou want’ 
\ir. Braktow. Yes, sir 
Admiral Boonr. Not a Federal. 
Mir. Bigzgtow. Not a Federal. Federals will not generally take 
NP, TB, or contagious diseases. 
Mir. Puintiis. Private hospitals? Do vou have any contract? 
Admiral Boone. In non-Federal contract, you can put any type 
vho have service-connected disabilities 
Mr. Purtuuies. Cannot my question be answered a little more 
specifically? How many of this 
Mr. Biertow. Five thousand two hundred and fifty. 
Mr. Puintiuies. How many of those did you anticipate using for 
G. M. and S. patients; have you any idea? 
Mr. Rosen. As of March 31, 1953, 1,738 of the contract beds were 
occupied by G. M. and 8. patients and the total patient load was 
6,129. This must be reduced to the 5,250 for 1954. This will have 
to be done, as described by Admiral Boone, through a process of 
attrition. The patients who will complete the treatment first, are 
G. M. and 8S. patients and consequently the greatest reduction will 
be among the G. M. and 8S. patients. 
Mr. Pariurps. In all probability by the end of the vear you will 
have ended contracting for G. M. and 8. beds. 
Mr. Rosmen. Except in cases of emergencies and in areas not 
covered by VA beds. 
Mr. Puiiurps. I sense a technical point in the letter you read 
You speak of the hospitalization of patients in contract beds in 
Philadelphia and I sense that you feel you can send veterans from 
Philadelphia quite a distance away and still consider that he is 
being taken care of in Philadelphia. 


And then the number of beds that vou are asking for, contract 
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Admiral Boone. We send about 100 a month to other places suc! 
as Wilmington, Wilkes Barre, East Orange, and so forth. 

Mr. PuiILuies. Suppose you put down after each of the hospitals 
that you have been sending these patients to, the distance the hospital 
is from, we will say, city hall, Philadelphia. 

Admiral Boone, I think the furthest was Richmond but we wi 
put that in the record. 

Mr. Puiuuies. How much was that? 

Admiral Boone. Two hundred and thirty-five miles, about, sir 

(The information follows: 


Distances from Philade hia, of VA hos puta s to which residents of Philadse pr 


have been sent 


Fort Howard, Md 
Wilkes-Barre, Pa 
Wilmington, Del 
Lebanon, Pa 
Perry Point, Md 
Richmond, Va 

Mr. Puiturps. Is it a policy of the Veterans’ Administration 
ask both you and Mr. Stirling, Dr. Boone—that a patient sent 235 
miles or even 100 miles away from the city, especially an eastern cit, 
is still properly eared for by the Veterans’ Administration? 

Admiral Boone. Yes, sir, as far as clinical care is concerned. 

Mr. Puinuies. Does the type of physical condition make an) 
difference to you? In answering that question, would you send 
a chronic case that far? 

Admiral Boonr. Some you should not. It depends upon thei 
physical condition whether vou should transport them that distance. 

Mr. Patties. Does that apply to chronics or apply to acute cases? 

Pr. pt 

Admiral Boonr. Both, I would say, sir. 

Mr. Puituips. Have you any record at all to show how these me 
who are in hospitals, we will say, 50 miles or 70 miles away fron 
Philadelphia—how long they remain on an average in those hospitals? 

Admiral Boone, I have no record of that, sir. It might be som: 
vears— TB, or NP for instance 


FUTURE PLANS FOR HOSPITAL AND DOMICILIARY FACILITIES 


Mr. Patties. Now, I sense something else in that letter and that 
is a statement apparently by the Budget Bureau that all veterans ai 
in the process of being cared for in veterans’ hospitals. Am I right? 

Admiral Boone. Ultimately, ves, sir. 

Mr. Puiturs. That means that the Veterans’ Administratio: 
contemplates continuing the construction of veterans hospitals, NP 
TB, and G. M. ard S. until all veterans can be taken care of in vet 
erans’ hospitals? 

Admiral Boone. | am quoting from Mr. Dodge’s letter which | 
read before: 

This policy anticipates the ultimate reliance by the Veterans’ Administration 
exclusively upon the resources of its own hospital system. 


That is apparently Bureau of the Budget policy that he is enun 
ciating. 

Mr. Puiturps. What is the policy of the Veterans’ Administration 
Mr. Stirling, on that? 





733 


Mr. Srirtine. Admiral Boone can answer that 

Admiral Boone. We have no contemplation, no plans, Mr. Chair- 
an, of going beyond the stipulated number of hospitals laid down 
v the Congress of 174 hospitals, with 130,000-plus beds 

Mr. Puiuurps. Even that program contemplates the construction 
ff more G. M. and 8. hospitals? 

Admiral Boonr. Not beyond 174, and those I could enumerate 

suld be a replacement of the G. M. and S. hospital in Washington, 

replacement in Cleveland of the G. M. and 8. hospital there, a re- 
acement of the NP hospital at Topeka and the new NP at San 
uncisco; that would make 174 hospitals. 

Mr. Putuures. That is the en’ of the program? 

\dmiral Boone. That is the end of the program 

Mr. Puitures. In Cleveland, today 

Admiral Boone. Excuse me, we have Cleveland NP; that is in the 
program up until the new budget but which has been eliminated 
It had been authorized last year. 

Mr. Paiturrs. I am not sure that I would use the word, ‘‘elimi- 
nated.” Perhaps “suspended” is a better word because the money 
s already appropriated. 

Admiral Boone. “Deferred,” I think, is the word. 

Mr. Puiturps. I will accept that. 

The money has not been rescinded, nor has there been any sugges- 
ion of it. My understanding of it is that all those hospitals were 
leferred under the general freeze order, if you may call it that, 
iainst new construction until an opportunity is given for a recon- 
sideration of the whole program. 


[ must say that I think reconsideration is desirable. In Cleveland, 
vhere a 500-bed G. M. and 58. is proposed to replace the hospital in 
Wade Park there is being closed at the present time a 200-bed, 
approximately, Public Health Service G. M. and 8. hospital. 

\dmiral Boone. I feel, Mr. Chairman, that those—San Francisco 


very necessary. 

Mr. Patties. Thatis NP. We are now talking about G. M. and 8. 

Admiral Boone. | feel that the new G. M. and 8. in Cleveland is 
very necessary to replace Crile. The new hospital will be better 
ocated adjacent to the medical schools where we can gel assistance 
n our staffing and clinical care, and so forth. 

| know very definitely from personal observation for some years 
that the one in Washington is a great essentiality. 

Mr. Puriures. What is your suggestion that we do with the hospi- 
tals like the four Public Service Health hospitals being closed this 
vear and the Army, Navy, and Air Force hospitals which are being 
built and presumably all well equipped, which will undoubtedly be 
excess when the Korean conflict is over. There is a complete re- 
juilding of a hospital about 50 miles from where I live at Corona. 

Admiral Boons. I feel I could not comment on what they have. 

Mr. Purmuips. Would you make a general statement, on your past 
experience as to whether the United States should or should not build 
hospitals without regard to the eventual total number of patients for 
Army, Navy, Air Force, Public Health, Veterans’ Administration, 
ind private hospitals? 

Admiral Boonsr. Mr. Chairman, I feel the Administrator has sup- 
ported reconstituting the Federal Board of Hospitalization or some 
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such agency where we could sit down together and estimate ou 
requirements and needs in the Federal medical services. I support 
that. 

Mr. Paiuurps. It is my understanding that such deferment as has 
been suggested in the current budget bill, particularly for the hos- 
pitals at Cleveland, Topeka, and San Francisco, that that deferment 
is based on that same intent to have a reconsideration of the hospital 
program. 

Admiral Boone. It would be very constructive. 

Mr. Paiuures. Will you designate the bill you mean? [| am not 
familiar with it 

Admiral Boons. Mr. Birdsall has it. 

Mr. Brraposauu. I can get it 

Mr. Puiuurpes. Tell me what it is 

Mr. Birpsauy. It is a bill that follows through on the American 
Legion and Veterans of Foreign Wars programs which has for its 
purpose reestablishment of a Federal Board of Hospitalization. 

Mr. Patuurps. Has that been introduced? 

Mr. Brrpsauu. Yes, sir; we have been requested to report on the 
bill and J will be glad to insert it in the record. 

Mr. Puitures. Will you do that, please? 

(The bill referred to is as follows:) 

H. R. 2862 and H. R. 633, 83d Congress, pendirg before the Committee « 
Veterans’ Affairs, propose to establish a Federal Board of Hospitalization similar 
to that in effect from 1921 to 1948. The VA has been requested by the committee 
to furrish a report or these bills. The Bureau of the Budget reported to the said 
committee on these bills urder date of April 21, 1953 (Committee Print No. 47 
and recommended against favorable consideration of the bills by the committee. 


CONTRACT HOSPITALIZATION IN SAN DIEGO AREA 


(Admiral Boone. Mr. Chairman, I am very well acquainted with the 
San Diego area and I have had much duty in California and the west 
coast area. 

Mr. Puiuures. Would it not be a desirable thing to contract for 
beds in the San Diego Naval Hospital where there are presently, | 
am informed, 800 vacant beds, rather than plan to build another 
G. M. and S. hospital in that area by the Veterans’ Administration? 

Admiral Boone. We have 100 beds now on contract with the naval 
hospital for San Diego. I know the Congressman from that district 
has talked to us about it and is very much interested in getting another 
hundred. He did hope that we could support the idea of a new 
hospital, which I could not support, but I would certainly support 
more utilization for VA patients, beneficiaries, in the VA hospital, 
San Diego. 

Mr. Puruuies. The Congressman from that area has appeared be- 
fore this committee and has testified that he would prefer the leasing 
of beds in the naval hospital. 

Admiral Boonsr. He discussed both sides with me. I told him 
that was in the 16,000-bed program and we did not support the res- 
toration of it. 

Mr. Putuuies. Is it your intention to lease 200 beds there in 1954? 

Admiral Boone. We have not had a request and we have not 
asked the Bureau of the Budget for any more than 100 beds there 
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Mr. Bieetow. That will be dropped to 35, sir, under the revised 
budget. 

Admiral Boonr. It is a long trip to Sawtelle, and a hard trip. 

Mr. Puruuips. In the East, it would be considered an impossible 
trip, | suppose. 

Admiral Boone. The transportation situation is very difficult. 

Mr. Putiures. A matter of 150 miles. 

Admiral Boones. Heavy traffic. 

Mr. Puitures. Mr. Odom, I have a specific matter that I have 
greed to take up with you 

Mr. Anprews. Before you leave contract beds, may I ask a few 
questions? 


CONTRACT HOSPITALIZATION IN THE PHILADELPHIA AREA 


Mr. Puitures. Yes; but let us complete the Philadelphia question 
by asking specifically what is the intention of the Veterans’ Admin- 
istration regarding contract beds in Philadelphia during 1954? You 
say you have there at the present time how many beds? 

Admiral Boone. One hundred and twenty-five at the present time. 

Mr. Puttiies. How many do you contemplate for 1954? 

Mr. Braztow. Money in the revised budget will permit approxi- 
mately 130 beds, sir, in Philadelphia Naval Hospital. 

Mr. Puttures. Now, when you take these patients away from 
disor eae Hort and take them to hospitals which are 50 to 150 miles 

y, What situation does that create in the hospitals to which you 
ake them, and the areas of the hospitals to which you take them? 
Have all these other hospitals at Wilkes-Barre, East Orange, at 
Richmond, Pittsburgh, Wilmington 

Admiral Boone. There are beds available. 

Mr. Paiuurpes. Beds available that they would not use for local 
service-connected veterans? 

Admiral Boone. Presently they are available, sir. 

Mr. Corron. Whatever may be said of the long-range policy of the 
Veterans’ Administration or of the Bureau of the Budget, the furnish- 

ig of beds in a veterans’ hospital with the care and with the facilities 
ind with the attention and the special services and the work that is 
done there, is the part of this program that is the very core and heart 
of your program r% ather than domiciliary and contract beds; is that a 
correct statement? 

\dmiral Boonnz. Yes, sir. 


NUMBER OF CONTRACT BEDS, 1953 


Mr. ANprews. Dr. Boone, how many contract beds did you have in 
953 fiscal year? 

Mr. Bicetow. The average daily number for the first 9 months of 
fiscal year 1953 was 6,512. 

Mr. Anprews. And you say your budget request for 1954 is 5,280? 

Mr. Biaztow. The amount of funds will support 5,250. 

Mr. Anprews. And how many did the VA request? If you do not 
have it, supply it for the record. 

The requested information follows:) 


2490—53—pt. 1—_—47 
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(\verage daily number of beds requested by the VA was 6,706 at a cost of 
$23.426.675 

Mr. Anprews. Can you tell me what the program cost in 1953? 

Mr. Baker. Mr. Andrews, may I ask what that question was? 

Mr. ANprews. How much did the program cost in 1953? Con- 
tract hospital beds. 

Mr. Baker. $22,300,000. 

Mr. Anprews. What is the budget request for 1954? 

Mr. Baker. The currently revised budget request is $17,783,100. 

Mr. Anprews. And I would like this explanation: Your budget 
asks, for 1954, calls for 5,250 beds at a cost of $17,783,000 and cost 
for 19F3, 5.870 was $22,300,000. Is that the same rate of cost per 
bed? 

Mr. Baker. Well, there is a slight increase in the prescribed 
reciprocal rate for Federal hospitals between 1954 and 1953, That 
rate has been established by the Bureau cf the sudget. 

Mr. Anprews. When you speak about contract beds, do vou mean 
beds that vou contract with private hospitals for and Federal hospitals? 

Mr. Baker. That is right. Private, State, and Federal. 

Mr. Anprews. When you speak of that, will you supply for the 
record, Commander, the number of beds that VA requested for 1954: 
also put in there the cost of that amount. 


DENTAL SERVICE PERFORMED BY VETERANS’ ADMINISTRATION DENTISTS 


Mr. Puiuurps. I have only two questions left over from vesterday: 
both have to do with the actual performance of dentists who are 
employed by the Veterans’ Administration as compared to dentists 
who practice in private practice. Who can answer some questions 
on that’ 

The evidence, just taking figures and dividing them, indicates to me 
this work performance of staff dentists is extremely low. In 
fiscal year, there were 422 regional office staff dentists. They 

completed 242,322 examinations, 60,589 treatments. Each examina- 
tion. required 2 visits of the patient and each treatment required 
6 visits of the patient. On this basis, 422 dentists produced 4.6 
examination sittings and 3.4 treatment sittings in a working day, or 8 
sittings in a working day. I do not think that a dentist practicing in 
private practice would think that the VA dentists were overworked; 
and in view of the fact that you report to us constantly an increasing 
backlog of veterans who require dental treatment, it naturally arouses 
a curiosity of why the VA dentists do not work a working day some- 
what corresponding to that of a private dentist. 

Admiral Boonn. We have some information, if we may offer it. 

Mr. Rosen. Of the dentists employed in the dental clinics in the 
regional offices, 122 of them performed functions related to the 
authorization and review of dental examination and treatment re- 
quests sent to fee dentists. 

Mr Pan Lips. You mean, in simple language, that about-25 percent 
of your dentists sit around and make reports and fill out ue which 
could be done just as well by someone who is not a graduate dentist? 

Mr. Rossen. There is a professional question which is involved, to 
judge from the evidence after dental examination keyed to the 





adjudication findings, the extensiveness of the treatment which the 
Government can provide and stay within the limits of the law. 

Mr. hata es Accepting your figures which | have as 121—you 
say 122—in 1954 you are planning to have 400 regional office dentists 
and 122 will spend 100 percent of their time in administrative func- 
tions. Now, the remaining 278 will be utilized in rating activities 
Thus, according to my calculation, this leaves 237 dentists for clinical 
work, 

Now, it seems to me that right there two things would happen, 
translating my previous figures of sittings to correspond to your paper- 
maker-outers, you have got about 10 or 11 sittings a day which I do 
not think is overworking your dentists on your own figures, and, 
second, it seems to me that a No. 1 item on the Veterans’ Administra- 
tion agenda for 1954, ought to be a complete reorganization of your 
dental program to permit more dentists to devote themselves to 
dentistry rather than making out reports for the VA. If that is done, 
a lot of the caseload planned to be turned over to outside dentists 
would be done by VA dentists already on our payroll. 

| think myself that we would save according to my calculations 
about $2 million a year. 

\dmiral Boonr. These are authorizations, not reports to us, sir, 
that they do. 

Mr. Puiuures. What is the difference between authorization and 
report? 

Admiral Boonr. There have to be reports following the authoriza- 
tion, but is that a valid case? 

Mr. THomas. How many of them they turn down in that regional 
office _ are recommended by the examining doctor, and I will bet 
it is not 10 percent. Maybe you can give us some information on 
that. 

Mr. Puiturps. That is a very interesting question. 

\ir. THomas. Have you any information on that? 

Mr. Rosen. About 15,000 to 20.000 of the applications that are 
received for dental care each month are turned down. 

Mir. Paitures. Out of how many? 

Rosen. Out of about 60,000 each month. 

Mr. Puiteres. You mean you turn down a third of them? 

Mr. Rosen. Or more at times. 

Mir. Puitures. Will you explain to me in rather simple language 
why it requires 121 people or more than 25 percent of your entire 
dental staff to do paperwork? I thought these men graduated to fill 
teeth. 

Mr. Rosen. The question of whether or not dental care can be 
provided is a double one, a legal question concerning the law, and the 
professional one as to whether the treatment is necessary. 

Mr. Puitures. Have you any breakdown of your figures to show 
the number of refusals, the number of cases turned down, by the age 
of the patient? 

Mr. Rossen. No, sit 

Mr. Puiturpes. Nor how long he has been ovt of the service. 

Mr. Rosen. No, sir. 

Mr. Puituips. Mr, Cotton raises the question, would it not be 
cheaper just to put the filling in rather than to have 121 dentists 


trying to decide whether or not it ought to be put in? 
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Mr. Rosrmn. And not stay within the limits of the law? 

Mr. Puituirs. How much would we save if we put a limit of 6 
months or a year on the service? I asked that question yesterday. 
Did anyone think of it overnight? : 

Admiral Boong. No, sir; I haven’t. 


DOMICILIARY CARE 


Mr. Jonas. I would like to ask a question about domiciliary care. 
You do not make any payments for domiciliary care in the veteran’s 
own home for supervision or is it all in institutions? 

Mr. Baker. You are correct. 

Admiral Boone. All in institutions. 


OUTPATIENT CARE 


Mr. Jonas. With reference to the 8600 item, “Outpatient care,” 
is the dental program in that, the dental program is part of it? 

Mr. Bakrr. Yes, sir. 

Mr. Jonas. What are the principal items other than the dental 
work that you care for under that outpatient care? 

Admiral Boone. The medical, a large program. 

Mr. Jonas. What sort of medical? 

Admiral Boonr. They bave to be all service connected except 
those others | mentioned on the card the other day. 

Mr. Jonas. Is your use of the term “outpatient” similar to that? 

Admiral Boone. Dispensary, we would call it, or infirmary. It 
is a clinic. 

Mr. Jonas. Requires no hospitalization. 

Admiral Boone. That is right, sir. They must be service connected 
or come in there for examinations and claims, pensions 

Mr. Jonas. You have all of your claims work in that item? What 
is the 3000 item of claims? Is that compensation? 

Mr. Baker. That is“ administration of the compensation and 
pensions program; yes, sir 

Mr. Jonas. Doesn’t that include examinations’ 

Mr. Baker. Not the medical examinations which are performed by 
outpatient clmics 

Mr. Jonas. All medical examinations of claimants are included 
under outpatient care, 8600? 

Admiral Boonr. That is right. 

Then you follow up on TB cases who have been in hospitals, service 
connected. They are followed up through the clinies. Then we have 
the mental hygiene clinics, follow up on the neuropsychiatric cases. 
Then we have in that the instruction and dietetics for the diabetic 
cases and the renal cases and hypertension, allergies, and all that. 
The followup on the orthopedic cases, after a man is able to leave a 
hospital and go out and be in a cast. We have in that program the 
prosthetic and sensory aids, amputees, blind, deaf; it is a very big 
program. 

Mr. Tuomas. Mr. Chairman, may I make this suggestion? I 
think it would be well to insert along with your examination there on 
outpatient clinics the table on page 263 of the old budget. It js 


) 
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interesting to note in that record that the number of visits to the 
outpatient clinics for all purposes shows a steady decline. In 1952, 
you had 2,391,361 visits; in fiscal 1953, 2,153,000; fiscal 1954, 1,987,000 
visits. It gives you a breakdown of the different types of treatment 
and the costs. That is a very good table. 

Mr. Puitiirps. That may go in. That is page 263 of the Truman 
budget. 

I am not sure, Mr. Thomas, but what the table on page 264 should 
accompany it, which breaks down the type of authorizations and 
completions of treatment —264 and 265. 

Mr. Tuomas. Yes; that is more detailed but this other gives the 
bird’s eye. 

(The pages referred to are as follows:) 


Receipt and processing of dental applications, fiscal years 1952-54 


Number of applications 


Estimated 


Actual fiscal 
, Qr9 
year 1952 Fiscal year | Fiseal year 

1953 | 


I. Authorizations and examination 
1. Applications pending authorization start of fisc 
year , SRS 239, 5&5 
2. Applications received during fiscal year ) 715, | 722, 000 


otal workload (sum lines 1 and 2 77 , SRE 961, 585 


Examination authorized 1, 13¢ P 559, 000 
Ineligible or withdrawn 7, 05 54, | 183, 000 
Pending authorization of examination end 

of fiscal year , 585 239, 585] 219, 585 

tion of examination 
4. Authorized examination pending complet 

tart of fiscal year 37, 203 8. 143 
Examination authorized during fiscal year (lin 
AOOVE 


vorkload examinations (sum lines 4 and 5 128, 33 


} 


} 
l otal 


ompleted | 440, 035 371 498 


i, pending authorization 


m completed during fiscal year (line 
LOOVE 


1 


lreatment authorized 
Treatment not authorized 
Examination completed, pending author | 
zation of treatment end of fiscal year f 4 5 113, 450 
10. Total applications pending authorization of treat 
ment, end of fiscal year (sum lines 3 (c), 6 (e), | 
ind 9 (¢ 180, 178] : 382, 178 
IV. Completion of treatment 
11. Authorized treatment pending completion start of | 
fiscal year oebegucee > . 79, 000 83, 588) 58, 944 
12. Treatment authorized during fiscal year (line 
9 (a) above ad 406, 58! b 457, 000 
Total workload (sum lines 11 and 12). 485, 5 : 515, 944 


} 


a) Treatment completed 362, 236 54, 385, 000 

(1) Staff 60, 58% , 76, 000 

(2) Fee 301, 647 , & 309, 000 

(6) Treatment canceled, not commenced 39, 7 28, 42, 000 
(c) Pending completion of treatment end of 

fiseal year... bebKE 83, Se 58, ¢ 88, 991 
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Receipt and processing of dental applications, fiscal years 1952-5 Continued 


Number of applications 


236, 000 
$13. 88 
100. 00 
109, 000 
S107. 34 
7, 800. 00 
00. 00 


S286. 700 
Actual, fiscal vear 1952 270, 349 
Estimated, fiscal year 1953 230. 002 
Estimated, fiscal vear 1954 286. 700 
Mr. AnprEws. Before you leave it, may I ask 1 or 2 questions 
about this outpatient? What was your appropriation in 1953 for 
outpatient program? 
Mr. Baker. Mr. Andrews, we estimate that we will expend, in 
1953, $96,826,328 total outpatient care 
Mr. ANpDREws. Now, what is in the revised budget for 1954? 
Mr. Baker. $81,572,900 
Mr. Anprews. What did the VA request for that program for 
fiscal 1954? 
Mr. Baker. The January budget, which is the only figure I have 
other than the ones I have cited, was $104,677,900 


Mr. Anprews. Thank you 


DomIcILIARY CAR 


Mr. Corron I wanted to ask 1 or 2 questions about this domi- 
ciliary service. Is it a fact that veterans being treated in domiciliary 


homes receive monthly compensation checks at the same time; is 
that true? 
Mr. Opom. Yes, most of them do, either compensation or pension, 


have had that you have some difficulty in dealing with some of these 
ases in that veterans in these domiciliary homes receive their com- 
pensation and go out of the home and, well, frankly, blow it in, in 2 
or 3 days, and then come back not improved because of their spending 
It | understand action has to be taken in some cases to deprive them 
either of their care or of their use of the check. Is there something to 
that? 

Mr. Ovom. Mr. Congressman, there is a lot to that. I am not 
talking on the policy matter, but under the laws as they were prior 
to the enactment of Public Law 662, 79th Congress, their pension or 
compensation was reduced while they were in the hospital or domicil- 
iary home. That act provides that a certain amount of it may be 


Mr (C‘OTTON Now, it has been Ss iweested by some reports that we 
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withheld only after they are there for 6 months; that if they are 
thereafter released or discharged after having ee their treat- 
ment and so on, that is, they just did not goa. w.o.1., that the amount 
which was so withheld would be paid to them, or aif they died it would 
be paid to certain designated persons, near relatives. 

But that is the only provision in the law at the present time, looking 
toward giving some police powers with respect to such inmates. 

Mr. Puivures. Is that the situation or is that merely a proposal 
which was not adopted? 

Mr. Opom. That is the law (Public Law 622, 79th Cong.). Prior 
to that time the law required reduction of their compensation or pen- 
sion while they were in the home. 

Mr. Corron. Now, just briefly—I guess most of us know this—but 
for the record, what is the type of veteran, the type of case that is 
treated, largely, handled in domiciliary homes? 

Mr. Opom. The law is the same section 6, P ublic Law 2, as amended, 
namely, 38 U.S. C. 706, but under the regulations adopted pursuant 
to that, he has to be unable to earn—he has to have permanent dis- 
abilities which render him unable to earn his own support. 

Mr. Corron. The type of veteran in these homes is not the veteran 
who has an acute condition requiring hospitalization who of course 
would go to one of the hospitals or contract beds in a hospital. But 
a veteran who has a chronic condition or a general disability that. is 
not acute, but is continuous, that is the type that are lodged in these 
domiciliary homes? 

Mr. Opom. If it renders him unable to support himself; yes 

Mr. Corron. If it is service connected? 

Mr. Opom. Does not make any difference. 

Of course, if it is not service connected, he can sign the oath that 
he is unable to pay for such care. 

Mr. Corron. Some of them are the more aged ones who suffer 
more or less from the infirmities of age rather than any specific 
trouble. 

Mr. Opom. That is my understanding. Is that correct? 

Mr. Rosnn. That is correct. 

Mr. THomas. Mr. Cotton, follow it up; what is the percentage in 
domiciliary between service and nonservice connected? 

Mr. Corron. Will you tell us the percentage in the domiciliary 
homes as between service-connected and non-service-connected cases? 

Mr. Rosrn. On March 31, there were 1,718 patients with service- 
connected disabilities out of total of 17,018—about 10 percent. 

Mr. Corron. About 10 percent are service connected? 

Mr. Rossen. Yes. 

Mr. Corron. Now, obviously these patients not suffering from 
acute conditions are able to be about and be out of the home and 
it is the kind of service they receive—well, it is sort of an invalid 
home rather than a hospital; is that correct? 

Mr. Opvom. Mr. Cotton, you understand, of course, that these 
domiciliaries taken over by the Veterans’ Administration (they were 
taken over in 1930) were the old National Homes for Disabled Vol- 
unteer Soldiers. It is sort of a soldiers’ home. 

Mr. Corron. And you do have, and I ask this question with all 
sympathy and charity toward these men, but you do have considerable 
difficulty with these cases who receive their compensation and some 
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of them go a. w. o. |. and go on some kind of a vacation and come back 
and it does not help the morale of the situation. Am I correct in that 
statement? 

Admiral Boone. I think that is quite so; quite a few do that. 
would not know the percentage. 

Mr. Corron. What is the feeling of the Veterans’ Administration 
Mr. Director, what policy could be followed? 

Admiral Boone. There is disciplinary action taken. I think 
Judge Odom can speak to that problem. 

Mr. Corton. What sort of disciplinary action do you take? 

Mr. Opom. On anything which disturbs the discipline of the home. 

Mr. Corron. You put them out of the home or you deprive them of 
their compensation check that enables them to go about or what do 
you do to remedy this? 

Mr. Opnom. We do not have the authority to deprive them of their 
compensation or pension except that if they are discharged for 
disciplinary reasons, or leave on their own account, they do not get 
the amount which was withheld. 

Mr. Corron. This is the situation that probably has prevailed 
among veterans of all wars and always will prevail. Is everything 
being done that can properly be done to protect the taxpayers’ 
interest in this manner? 

Mr. Opvom. I think that is true. 

Admiral Boone. I think the cases mentioned are exceptions and 
certainly not the rule. 

Mr. Srrrunc. I am pretty sure that Admiral Boone’s rules and 
regulations and procedures are such that disciplinary actions including 
the requirement that the domiciliary member to be discharged from 
the home if he does not live up to the rules prescribed. And that is 
done every day, as I understand it. 

Admiral Boonsr. Various forms of punishment are meted out and 
if he is an offender so many times, he is dismissed and cannot return 
to a home. 

Mr. Corron. If he is prey to severe temptations, it is a little un- 
fortunate that a worthy and deserving veteran loses the privilege of 
the home. There is no way that his money can be withheld and doled 
out to him? It just seems to me that this situation of having a lump 
sum handed to one of these unfortunate people, having him go out 
perhaps on a spree and blow it in and then have to lose his privileges, 
seems an unfortunate situation. Is there any better way that can 
be taken care of? 

Admiral Boone. I would rather somebody who has had dealing 
in these homes longer than I have, speak on this question. 

Mr. Opvom. You can never dispense with that altogether. There is 
the feeling, we have the feeling that the amendment to the law which 
I mentioned makes the problem a little more acute perhaps in the 
first 6 months at least. 

Mr. Corton. There is no way that in cases where it seems necessary 
that his money can be handled and given to him in small doses? 

Mr. Ovom. If he is incompetent, it is paid to the manager, or fidu- 
ciary if he hasone. But if he is not incompetent, we have no authority 
of law not to pay him his money. 

Mr. Corron. If he has not been legally put under a conservator or 
guardian? 
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Mr. Opvom. If he has not been rated as incompetent by Mr. 
Howard’s people or has not been judicially declared to be incompetent, 
we have to pay the money to him. If he has been so rated, either by 
the Veterans’ Administration or adjudged by a court, then we pay the 
money either to his fiduciary if he has one or to the manager of the 
hospital or home who can expend it for his use and for the use of his 
dependents, if he has any. 

Mr. Corton. Just one more question. I have already asked you 
the percentage of service-connected and non-service-connected dis- 
abled veterans in these homes. Could you tell me, somebody, or 
could it be placed in the record at this point, the average age of these 
veterans? 

Admiral Boone. Yes, sir; more than 90 percent of the members are 
beyond 50 years of age. 

Mr. Puituires. While we are on domiciliary, let us finish up the 
budget on that. The budget request for domiciliary care under code 
8500 is $24,248,200, which is approximately 10 percent more than the 
amount in the 1953 revision. That is expenditures for 1953 as re- 
vised, $22,047,452. Are there any other questions on domiciliary 
care? 

Mr. ANpreEws. I would like to ask one. What is the averatge term 
of residence in these homes, could you tell me that? 

Admiral Boone. We have not that. I can find out. 

Mr. ANprReEws. Most cases are long? 

Admiral Boonsr. Indefinite. Until the end. 

Mr. Puiiurps. Will you put it in the record? 

Mr. Rosen. We will put it in the record. We do not have that 
with us. 

(The information follows: ) 

The average length of stay of domicile members discharged during fiscal year 
1952 was approximately 313 days. However, this is not indicative of the expe- 
rience of the domiciles with the members in residence. A census was taken in 
January 1950 which indicated the year of admission of the 17,703 veterans who 
were members at that time: 


Number of | Number of 

Year of admission: members | Year of admission—Con. members 
1915-19 3 1940-44 1, 659 
1920-24 2} 1945-49 13, 911 
1925-29 52 | 1950 through Jan. 31 1, 072 
1930-34 262 | - 
1935-39 742 | Total members__- 17, 703 


REVISED BupGartr EstTIMATE 


Mr. Puruurpes. Let us turn to the budget breakdown in the revised 
tables. I do not think we have inserted them in the record, although 
we have been referring to them. We will insert pages 1 through 6 at 
this time. 

(The tables follow :) 
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Administration, medical, hospital and domiciliary services, comparison of obligations 
by program (programs 1000-7000, departmental) 


Executive administ ’ %2 478. 009 
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Administra rvic 9 040. 740 g° 110 470 
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526, 500 rr 
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tcvita 


Inert ist 
Estimated 5 (+) or de- 
fiscal year ae i 
; ( r evisec 
= teen Origina over orig 
“Ax printed inal fiscal 


year 1954 


Revised 
budget 


$2, 841, 630 | $2, 704. 237 | $: , 826 | $2, 682,110 ~—$34, 716 
120K Adminis S 20, 638,913 | 17, 336, 151 9, : 18, 343, 530 —1, 374, 648 
1300 Finance... 18, 782,313 | 16,016,183 . 530,325 | 16, 804,920 | —1, 725, 405 
1400 Personnel | 1,690,096 | 1,422,322] 1, 488, 4; 1, 407, 240 81,195 
1600 Utility, supply, and real estate | 4,877,240 | 4,371,123] 4, 413, 7: 4, 367, 575 46, 146 
1900 General operating expense 8, 059, 7,025,816 | 7,075, 6, 909, 689 —165, 815 


Total program 1000 : 56, 890, 48,875,832 | 53,942,989 | 50, 515. 064 3, 427, 925 


2000 Contact 10, 066, 22¢ 670, 583 7, 996, 480 7 


3100 Claims service 24, 316,925 | 21, 216,334 | 20, 884, 904 19, 389, 1 —1, 495, 785 
3300 Solicitor and chief attorneys 8, 339, . 375, 535 8, 963, O85 8, 522, 925 440, 160 


856, 620 —139, 860 


Total program 3000 32, 656, 235 | 29, 591,869 | 29,847,990 | 27,912,045 | —1, 935, 045 


Insurance 28, 869, 209 | 22,938,000 | 21,793,000 | 22, 296, 000 +503, 000 
Vocational rehabilitationfand educa- | | 
tion 36, 674, 94 28, 912,827 | 43,398,015 | 37,498,500 | —5, 890, 515 


Loan guaranty -. .| 12, 430, . 382, 749 | 12,130,000 | 12,191, 540 +61, 540 
Readjustment allowance 605, 321, 300 | 


Total obligations programs 1000- j 
7000 . )178. 192. 6 151, 693, 160 '169, 108, 474 |158, 269, 769 | —10, 838, 705 
Undistributed reduction. ssid “ —2, 214,000 | —2, 214, 000 


Net obligations, programs 1000-7000 


156, 055, 769 |—13, 052, 705 
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GENERAL ADMINISTRATION 


Mr. Puttures. Yesterday, Mr. Baker, vou testified that there 
would be left over in the administration funds approximately $2 
million. Did you mean in 1000 or in 8100? 

Mr. Baker. I meant in the 1000 through 7000 group. 

Mr. Paiuures. Then the request for the revised budget for 1000 
which is “General administration,” is $71,252,000. The current 
amount of money for administration is $69,384,802, which is an in- 
crease proposed for next year over this year. All veterans organiza- 
tions have recommended elimination of certain duplications, notably 
the elimination of the duplication of the same type of administrative 
offices in the same city between various installations of the VA—Balti- 
more was used as an example. A regional office, two hospitals, each 
one has the same administrative officers. 

How much can you save by following out those suggestions? 

Mr. SrrruinG. | can’t answer the question offhand, Mr. Chairman. 

Mr. Puiuurps. Is it your intention to remove some of those dupli- 
cations? 

Mr. Srrrtine. As a matter of policy, the Administrator has upon 
the recommendations of the Chief Medical Director, Assistant Direc- 
tor of Supply, the Assistant Director of Personnel, and the Assistant 
Administrator for Finance, approved combining units of organizations 
located in the same localities. Mr. Kelsey, Assistant Administrator, 
can speak to that as it affects his organization. 

Mr. Keusey. In this matter, Mr. Chairman, there have been 4 
finance offices combined and that includes the Baltimore regional 
office in 1 of the new hospitals in Baltimore 

Mr. Puinirps. You are already working on it? 

Mr. Keusey. Yes. 

Mr. Putiures. There certainly would be no difficulty in Mr. Stir- 
ling operating a budget which is larger for the next year than for the 
present year for 1600, “General administration.” 

Mr. Tuomas. Mr. Chairman, before vou leave that, what comment 
did the Booz-Allen-Hamilton report make in this regard? 

Mr. Stiruinc. The Booz-Allen-Hamilton report was quite an 
extensive document as all of you gentlemen know. They adopted a 
philosophy of organization which is entirely different from the 
philosophy under which we now operate. They recommended setting 
up of centers for each one of the major programs, with a fewer number 
of installations. For instance, they set up a center for the vocational 
rehabilitation program, a center for the claims program, center for the 
loan guaranty program, and so forth. 

The Administrator, however, in his wisdom decided that he could 
not recommend to the President the elimination of the so-called one- 
stop regional-office activity. Administrator recommended, Congress- 
man Thomas, that we retain the regional office concept for all the 
programs of VA—compensation, claims, finance, supplies, guaranty, 
and vocational rehabilitation and education, and so forth; district 
offices for insurance and the hospital-domiciliary concept which we 
now have. 
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Mr. Tuomas. But does not the Booz-Allen-Hamilton report in the 
alternative comment upon this centralization, so to speak, in the same 
city, in the same area of your general facilities, like finance, bookkeep- 
ing, and so forth? 

Mr. Sriruina. I do not think they did, sir. 

Mr. Opom. They considered that each of these functions would be 
its own operating force. In other words, there would be duplication 
instead of centralization. 


ESTIMATED SAVINGS RESULTING FROM CONSOLIDATION OF FUNCTIONS 


Mr. Tuomas. Getting back to Chairman Phillips’ direct question, 
didn’t someone in the room, is not someone in the room prepared to 
make a horseback estimate as to the savings that are clearly possible 
by the consolids ition in a given area of the overall functions of where 
you have 2 or 3 installations? 

Mr. Sriruine. Of course, Mr. Chairman, Mr. Thomas, the revised 
budget before you now has an undistributed reduction of $2,214,000. 
We do havea horseback estimate on what could be done by consolidat- 
ing work loads in regional offices; that is to say, take a regional office 
and combine the workload with another regional office, which would 
amount roughly to about $350,000 a year. But so far as breaking 
down, Congressman Thomas, the units of supply, the units of finance, 
the units of personnel, where you have a hospital, several hospitals 
and regional offices in the same area, I do not have that figure here 
and I will be glad to supply it for the ‘record. 

Mr. Tuomas. What is the best guess if the overall figure was only 
350,000 by grouping them in areas, what part of it would be by locality 
how ? 

Mr. Strrtine. It would be less than the $350,000. 

Mr. Tuomas. Considerably less than that, would it not? 

Mr. Srirting. I would say so. 

Mr. Kelsey might give you an example in combining finance units, 
just what he was able to say, Colonel Dryden could and perhaps 
General Kerr. 

Mr. Krissy. The usual consolidation of that type, Mr. Thomas; 
we save about three positions on the average with a total salary of 
around $15,000 to $17,000 per year. 

Mr. THomas. Three positions out of a total number of how many 
positions? 

Mr. Kevsey. That would be with an average size hospital we might 
have about 10 finance employees in the hospital and possible 40 to 
75 in the regional office. The combination of finance activities as 
such. However, we have to leave certain employees in the bospitals 
to take care of patients’ funds which are left on deposit. 

Mr. Tuomas. Out of a total employment in your Finance Depart- 
ment of 85 in one of these particular localities, you would say only 
three positions? 

Mr. Keusey. Yes, sir. 

Mr. Stirtine. And I do not believe that in 

Mr. Tuomas. Three percent, roughly. 
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Mr. Sriruinc. I believe in the personnel, General Kerr has told 
me within the last month he might save one person. 

Mr. Kerr. Yes. 

Mr. Parties. I want to get the distinction in my own mind 
between what the VA is doing and what Booz-Allen-Hamilton recom- 
mended. 

Mr. Srrrurnc. As the chairman perhaps knows, when the Booz- 
Allen-Hamilton report was submitted to the Administrator, he caused 
that report to be reviewed and then drew his own conclusion and made 
his recommendations. 

General Gray’s plan which is now before the President for decision 
involves the continuation of the regional office concept, the district 
office concept for insurance, and the hospital and domiciliary concept. 
In the central office, the Administrator believes that there should be 
set up 3 Deputy Administrator positions, 1 in charge of what we call 
the regional office activity, a deputy in charge of the hospital and 
domiciliary program, and a deputy in charge of the district offices 
or insurance. 

In each of those organizations, there would be a complete setup, 
including finance, supply, personnel. They would have direct control 
and responsibility for seeing to it that their respective stations, the 
hospitals, domiciliary institutions, the regional offices and the district 
offices were properly operated. In addition to that, the Administrator 
recommended certain staff positions such as the controller, which would 
combine budget, finance, and statistics; a pure hasing agent, a Solicitor, 
and so forth. That plan, Mr. Chairman, is before the President at 
this time and until a decision is made we do not have authority to 


make any changes in our organization. 

Mr. Puitures. When do you expect to get a recommendation on 
that from the White House? 

Mr. Srrrtrna. I do not have any idea, Mr. Chairman, but I am 
hoping that by the time we get our budget for 1954 that a decision will 
have been made. 


Contract SERVICE 


Mr. Purtures. This committee has discussed the contact-officer 
problem which comes as code item 2000 so frequently that I do not 
know what further questions are needed this year. I observe that at 
least one of the veterans’ groups which last year opposed any reduction 
in that item is prese ar of the opinion that a reduction could be made. 

I observe also that the present amount for the current year is 
$8,925,877, and the lovee budget is $8,128,000 which is a reduction 
of only $166,000 and I put on the record that this is not the contact 
service in the hospitals which we have been talking about on previous 
days. 

Mr. Baker. I want to point out your reduction of $166,000 is not 
from $8,925,000. 

Mr. Patties. I should correct it. The reduction of $166,000 
which I gave in error is a reduction from the January budget which 
called for $8,294,000. 
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The item of claims has a present estimate for 1953 of $36,487,912, 
and a figure in the budget revision of $34,738,000, a reduction of a 
little less than $2 million. 


COMPENSATION AND PENSIONS 


Now, Mr. Howard, are you going to answer these questions? Will 
you state for the record the distinction between compensation and 
pension? 

Mr. Howarp. Yes. Mr. Chairman, compensation is for a service- 
connected disability. 

Mr. Puiuuips. You handle them both. 

Mr. Howarp. Yes, sir. For instance, if a man incurs a gunshot 
wound while in service, or if he develops TB while in the service or 
develops TB within 3 years from date of discharge, or any other 
condition that is directly attributable to his service, that is com- 
pensation. 

Where a man after he has been discharged incurs an accident or 
develops some disease that is not related to his service, then that is 
called pension. 

In other words, a World War I veteran who has served 90 days 
and is discharged under conditions other than dishonorable, is run 
over by a street car and becomes permanently and totally disabled ; 
that is called pension. 

The total amount under total rating for compensation is $172.50 
a month with additional compensation for dependents, whereas the 
pension rate is $63 per month unless he has been on the rolls for 10 
years. Then it is increased to $75 a month or if he is 65 years old 
$75 a month. 

Mr. Puitiurs. How much is in this budget, Mr. Howard, for 
compensation to living veterans for service-connected disabilities? 

Mr. Howarp. May I run down this record here and read it off to 
you. 

Mr. Puiuuips. Are you going to give that to the reporter? 

Mr. Howarp. I can give it to him. 

(The table referred to follows:) 


32490—53—pt. 1—_—48 





Compensation and pensions, fiscal year 1954, 1 


Compensation: 

Living veterans: 
Spanish-American War $909, 954 
World War I 228, 461, 400 
World War II 1, 033, 507, 81 
Peacetime service 12, 650, 700 
Public Law 28 71, 139, 708 

Deceased veterans 
Spanish-American War_ , 065, 622 
World War I _ 601, 838 
World War II ‘ 288, 017, 
Peacetime servicé , Ci, 3 
Public Law 28 26, 297. 


yr veterans: 


Yellow fever experiments 3, 000 
Indian war 277, 056 
Civil War 1, 548 
Spanish-American War 85, 984, 753 
World War ] , 042, 518 
World War II , 214, 473 
Peacetime service 140, 664 
Public Law 28 880, 992 

Deceased veterans: 
Mexican War 8, 100 
Indian War 822, 916 
Civil War 210, 800 
Spanish-American War 53, 109, 006 
World War I _ 748. 002 
World War II . 108, 280 
Peacetime service 13, 293 
Public Law 28 25, 200 

Other: 

Emergency officers’ disability retirement (World War I 2, 986, 289 
Adjusted service and dependents pay 3, 352 


Subsistence allowalr ce for disabled veteran trainees 41, 206, 709 


Toeal ... cies “ sir ss 2, 500, 000, 000 


Mr. Howarp. In connection with emergency World War I retired 
officers, may I say for the record that when the compensation career 
bill, Public Law 351 of the 79th Congress, was passed, it gave the 
World War I emergency officers certain benefits under Public Law 
351. That determination was made by the War Department and the 
War Department placed those men on their rolls, but under a recent 
ruling by the Comptroller General, we are going to have to take those 
emergency officers back and place them on our own rolls. That will 
amount to about $1 million more. 

Mr. Puiurps. Is that included in the budget for next year? 

Mr. Howarp. No, sir; because we just got that ruling. 

Mr. Puri.urpes. Repeat that explanation, then. These were emer- 
vency officers? 

Mr. Howarp. These were the emergency officers of World War I. 

Mr. Puiuurps. Please interpret the word, emergency officers, 

Mr. Howarp. They were the officers other than the regular officers 
who served in World War I. 

Mr. Puriires. How many of them are there? 

Mr. Howarp. Right now we have something like 1,595 on our 
rolls. 
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Mr. Puiuuips. Is their category service connected? 

Mr. Howarp. All service connected. 

Mr. Puruires. Have you listed all the breakdown I had here, 
compensation to living veterans for service-connected disabilities 
that shows as a separate item? 

Mr. Howarp. That is included. 

Mr. Poitiers. Compensation to survivors of men who died as a 
result of service? 

Mr. Howarp. Yes, sir. 

Mr. Puituips. Pensions to living veterans for nonservice-connected 
cases? 

Mr. Howarpb. Yes, sir. 

Mr. Puiiuirs. And pensions to survivors of veterans who did not 
die as a result of the service. 

Mr. Howarp. Yes; sir. 

Mr. Puiuures. You have that and you are going to give it to the 
reporter to put in the record. 

Pp. 290, 291, 292, 294 and 295 are as follows:) 
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Mr. Baker. May I point out that there is some $47 million adjust- 
ment in those totals? 

Mr. Puiuurps. Will you make the correction in the tables, Mr 
Baker, and see that they are put in the record? 

Mr. Baker. I will be glad to. 


DUPLICATIONS BETWEEN PENSION AND SOCIAL SECURITY PAYMENTS 


Mr. Puiturps. Mr. Stirling, or Mr. Howard, what duplication is 
there between veterans’ pe nsions for non-service-connected disabilities 
and the social security system? 

Mr. Howarp. The only difference, as far as the Veterans’ Adminis- 
tration is concerned, Mr. Chairman: pension is payable for permanent 
and total condition provided the income of the veteran does not exceed 
$1,400. If married, with children, $2,700. And in determining that 
limitation, we take into consideration any payments which he may 
have received from the social security. 

Mr. Purxiures. This committee has reason to believe that perhaps 
that check is not covering the field very carefully. How carefully do 
you think you are able to check this income limitation of $1,400 and 
$2,700? Do you think the Government is paying in cases where this 
income exceeds the limit specified in the law? 

Mr. Howarp. We may be in some cases, Mr. Chairman. We send 
out a questionnaire each December asking the veteran what his esti- 
mated income is going to be for the ensuing year. 

Mr. Puriures. How do you check on what he says? 

Mr. Howarp. We take his word for it. If he does not give us the 
facts and we find out he has not, then we may forfeit his rights. 

Mr. Puruuies. Here is the case of a World War II veteran. I am 
going to put some of these in the record without taking up time or 
else | am going to take them up on the floor. They are not supposed 
to be many cases, but there are certainly cases which can easily be 
discovered by your agency. Here is a World War II veteran with 
Army service, 2 years in the service, no service overseas, medical dis- 
charge for varicose veins, chronic, severe, cause undetermined. Cer- 
tificate of disability for discharge stated that the disability was not 
incurred in the service. That existed prior to his induction. He is 
receiving $15 a month for 10 percent disability and his income in 1951 
was $5,543 

Mr. Howarp. In connection with that case, Mr. Phillips, it is 
different from a pension case. That is a condition which existed 
prior to enlistment and his service aggravated the condition. He is 
entitled to 10 percent rating under the schedule. It makes no differ- 
ence what his income is. 

In other words, under the World War Veterans Act, we cannot 
penalize a man for overcoming an individual handicap. 

Mr. Putiures. The man’s record says it was not aggravated by the 
service. Why do you say it was? 

Mr. Howarp. | do not know, unless I could see the case, Mr. 
Chairman. It would have to be aggravated by his service or else we 
would not be paying him unless we made a msitake. 

Mr. Puiiurps. According to you, these compensations paid, based 
on percentage of disability, are paid under the law no matter what the 
recipient’s condition is at the moment. Here is a man who served 22 
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months without going overseas; his medical discharge said he had a 
herniated intervertebral disc. That, as Dr. Boone will tell vou, is a 
medical statement for lame back. He received a 40 percent disabillty 
and gets $60 a month. The veteran himself says he has had pains in 
his back since 1934. The medical discharge says that the disability 
existed prior to entering the service but was aggravated by the service. 
He earns $5,533 a year. 

My point is not perhaps, as you think, that these are to get down to 
very small points, but to try to determine something in the nature of 
a formula upon which you operate. We raised a question on the 
floor. Our only suggestion was that the Veterans’ Administration 
should explore some of these cases which are marked, complete dis- 
ability, and I think what the committee had in mind was that probably 
it was a misnomer rather than anything else. We have one case 
where the man earns four salaries. 

Maybe we should name it something else. 

Here is an asthmatic case. He had asthma long before he went 
into the service. He earns $14,500. In addition to that, he gets 
$102 a month from the Government. I do not want to take up the 
time, because I do not think that these are characteristic, but they 
do suggest that we are moving into an area of compensation and 
pensions which could eat up a very great deal of money given to vet- 
erans who do not have, in many instances, service connected cases 
and are presently earning very large salaries. 

Mr. Howarp. I do not believe, Mr. Chairman, that we are granting 
ervice connection to many veterans unless the evidence showed it 
was service connected or else it existed prior to enlistment and it was 
aggravated. Of course, you cannot get away from the human error 


Mr. Patties. Come back to the question I really asked which was 
social security. Is there any discussion that you know of in any 
other committee on this subject of paying social security to veterans 
in addition to their veterans pension which is to have some ¢ Mpen- 
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sation for the VA pension or for the social-security payme 

Mr. Howarp. We are at the present time, Mr. Chairmen, revising 
the questionnaires that we send out with the idea of tightening up 
on the requirements and it is entirely possible that we will take some 
off the rolls that we would not otherwise. 

Getting back to compensation payments, I do not know whether 
the committee would be interested in this or not but 1 would like to 
give you the various percentages or various degrees that we are paying. 
As of December 31, 1952, we were paying 1,632,507, World War I] 
veterans compensation. Out of that number, 43.3 percent were rated 
10 percent; 15.3 percent were rated 20 percent; 16.2 were rated, 30 
percent; 7.8 percent were rated 40 percent; 5.4 were rated 50 per- 
cent; 4.0 were rated 60 percent; 1.8, 70 percent. 1,1 percent, were 
rated 80 percent; three-tenths of 1 percent, 90 pereent; and 4.8 were 
rated total. 

Mr. Opom. Mr. Chairman, I think there is a legal point in con- 
nection with your last question and that is that after World War 
Il or shortly before the close of World War I], I am not sure of the 
time, but the Social Security Act was amended, | think section 210, 
as I recall it, to give coverage to those who were in the military 
forces. That statute, as I recall it, provided for offsetting. That 
is, if the social security paid within 3 years, after the map ‘s dis- 

32490—53—pt. 1——-49 
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charged, such benefits, then the Veterans’ Administration could 
reduce or vice versa. However, the amendment which was put 
through somewhat more recently with respect to Korean veterans, 
as I recall it, does not contemplate any offsetting whatsoever as 
between compensation, either death or disability, and social-security 
benefits. 

Mr. Puivurps. In any of these instances do you ask the veteran 
what his income is or what his income was for the previous year? 

Mr. Howarp. Yes, sir. Not on compensation; but we do on 
pension, Mr. Phillips. 

Mr. Puiturps. Not on compensation? Income does not enter 
into the payment of compensation. 

Mr. Anprews. You handle claims for Reserve officers? 

Mr. Howarp. No, sir; except World War I emergency officers 

Mr. Anprews. All officers go through the military? 

Mr. Howarp. Under Public Law 18, 76th Congress, Reserve 
officers are handled by the Defense Department. 

Mr. Anprews. Could you give us some idea as to the amount 
that is paid for compensation to Army officers. You handle all 
enlisted men? 

Mr. Howarp. No, not necessarily. The Army will handle en- 
listed men and they give them either severance pay or retirement pay. 
If they give them severance pay and they file a claim with us, then 
we deduce the amount which the Army paid them on the severance 
pay and 

Mr. Anprews. You do not have anything to do with officers at all? 

Mr. Howarp. No, sir 

Mr. Anprews. Let me ask this: is there any requirement that makes 
it necessary for a man who is receiving disability compensation as an 
officer to go in periodically for physical examinations? 

Mr. Howarp. None that I know of, that would be a matter for the 
Defense Department. 

Mr. Anprews. Once he establishes that disability compensation 
or disability claim as an officer and he is retired with that disability 
compensation or pension or pay, I believe they call it in the Army, 
don’t they, he gets that the rest of his life? 

Mr. Howarp. As far as the Army is concerned but—they have 
temporaryoflicers that they might retire, I believe, for 5 years and I 
understand they call them up within the 5-year period for reexamina- 
tions. Then if the condition is not permanent, they take them off 
the retirement rolls. But if it is permanent, they continue them on 
indefinitely as permanent retired officers. 

Mr. Anprews. If he is a Regular Army officer, he does not have to 
go in at the end of a 5-year period for reexamination? 

Mr. Howarp. | really do not know about that, Congressman 
Andrews; I do not think he does. 
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BILLS TO PROVIDE FOR PAYMENTS QUARTERLY 


Mr. Puiiures. Mr. Howard, if you paid compensation payments 
in these first two categories that you recited here, the very small sums, 
if you paid them less often than monthly, how much would be saved? 

Mr. Howarp. Mr. Chairman, I believe that there has been intro- 
duced a bill, and I understand it was reported out by a Veterans’ 
Affairs subcommittee, to pay the 10 and 20 percent disabilities 
quarterly rather than monthly; and the Veterans’ Administration 
made an estimate that it would save $600,000 a year for the Govern- 
ment. 

Mr. Puriiips. But that has not been taken into consideration in 
your request for next year? 
~ Mr. Howarp. No, sir. 


INSURANCE SERVICE 


Mr. Puituips. Insurance. The revised budget request is 
$29 591,000 and the amount for that function, and item 4000 in the 
current year is $34,254,000. I take it for granted that that figure is 
a calculation which in the Veterans’ Administration or the Bureau of 
the Budget is the amount that is probably going to be needed for the 
current year? That is, the Government has to pay the amount, 
has demands on the insurance fund and we attempt to calculate it in 
advance; am I right? Who is the witness? 

Mr. Beck. On this item to which you are referring, that is the ad- 
ministrative cost estimate. No cost against the insurance fund. 

Mr. Puituips. Under which item does the actual payment of in- 
surance come? 

Mr. Becx. Under three items: military and naval insurance, na- 
tional service life insurance appropriation and the servicemen’s indem- 
nity appropriation, Mr. Phillips. 

Mr. Puituips. Give me the figures on those, will you, Mr. Beck? 

Mr. Baker. The military and naval insurance appropriation has 
an estimated requirement for fiscal year 1954 of $1,496,000. The 
national service life insurance appropriation estimate for the fiscal 
year 1954 is $75 million. 


NATIONAL SERVICE Lire INSURANCE 


Mr. Puruurps. Why don’t we put page 28 and the last three pages 
of the revised budget in the record at this point, which give a break- 
down which give revised breakdown of this entire insurance picture. 

(The information follows:) 





Program 4000 


770 


Insurance Summary 


Fiscal year 1954 


Original 


Revised 
budget inal fi 
year 


printed 


budget 


3, 738 

$13, 003, 414 
HHY 

SUD 


$22 


056 
OOo 
751 
249 


000 


000 


56 


on? 


oa 


0) 


5, 000 


|, OOO 


, 000 


i, 323 


000 
O00 
, OOO 


000 


» 285 


O00 


000 


000 


O00 


962 


000 
O00 
000 
000 


000 
166 
00 
000 


O00 


OOO 
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Statement of disbursements and receipts— National service life insurance 
appropriation 


Estimate, fiscal year | Estimate, fiscal year Increase (+ 
1953 1954 lecrease 
Fiscal year |__ ‘ ce de revised over 
1952, actual original, 
Original Revised | Original Revised 
estimate | estimate | estimate estimate 


from Ul sppropria 
) the fund 
860, 372 $17, 694, 973) $9, 401, O81 $25, 731, O81 +316, 330, 000 
514, 964 4, 253, 892) 4, 463, 773 1, 463, 77 


75, 934 83, SSS 83, SSS 83, SRS 
21, 353, 109 000, 000 5 O00. OOF 

12, 788 19, 246 19, 24¢ 
40, 903, 200 31, S588, 200 422, AM 7, 834. 000 


84, 301, S50 45, 556, 1 , 720, 188 +29, 104, OOO 


99 


614 
receipts 7 3 643, 744 


Potel, net disburse 
ments (A+B—C 3 000) 84, 524, 136 45. 000 75. 000.000 4-29. 164, 000 
Unexpended balance for- 
irded from prior year 5, 701 30,452,136 
i: Unexpended balance _for- 


irded to subsequent year : 2,136 


Grand total, appro- 
priation estimated 233, 000 54,072, 000) 54, 072, 000 45, 836,000 75,000,000 +29, 164, 000 


SERVICEMEN’S INDEMNITY APPROPRIATION 


The distribution of coverage among the members of the Armed Forces may be 
arranged in the following tabular form: 


eervicemen s lf 
Insurance Total insur- demnity appro- 
Number per life in ynce in funds priation cov 
thousands in billions age per lif 
thousands 


590, 000 
730, 000 
280, OOO 


3, 600, 000 
200, 000 
200, 000 


200, VOO 


3, 600, 000 
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Revised re quireme nis for fiscal year 1953 


The fiscal year 1953 claim rate is 2.4 per thousand which is the CSO basi 
rate at age 31, the attained age of in-service persons this fiscal year. The claim 
rate applied to the full amount of the servicemen’s indemnity appropriation 
coverage of $19 billion gives $46,560,000 as the amount to be paid to benefi- 
ciaries. Since the claims are payable at $9.29 per month for $1,000 coverags 
the total amount of the monthly installments is $46,560,000 X .00929 or $432,542 
It is anticipated that 12 monthly installments will be payable on account of 
fiscal year 1953 claims. A total of $5,190,504 will be required to meet these 

mnthly installments. 

[t is estimated that 1,700 claims for an amount of $15,840,000 had been incurr 
prior to June 30, 1952, but had not been awarded as of that date. An averag: 
of 12 monthly installments will be paid to beneficiaries on account of these claims 
n fiscal vear 1953 and a total of $1,765,848 will be required to make the payments 

Through the end of fiscal year 1952 claims amounting to $44,250,500 had 
been awarded under the Servicemen’s Indemnity Act. The 12 monthly install 
ments of $411,087 on these awards will require $4,933,046 to be paid in fiseal 
year 1953. 

The total estimated requirements for the fiscal year 1953, therefore, is the sur 
of install 


ments on 


Fiscal year 1953 Increase (+ 
or decreas 
(—), revis 

over orig! 
fiscal year 

1954 


Original Revised 


estimate estimate 
$2, 608, 632 $5, 190, 504 +-$2, 581, 872 


n fiscal year 1953 1, 625, 750 1, 765, $48 4-140, 098 
4, 933, 046 4, 933, 046 


9, 167, 428 11, 889, 398 


d requireme nts for fiscal year 1954 


The fiscal year 1954 claim rate is 2.6 per thousand, the CSO basic:‘rate at age 32 
This claim rate applied to the face amount of coverage, $23,500 million gives 
$61,100,000 as the face amount of claims awarded which requires monthly install- 
ments of $567,619 this fiscal year. It is anticipated that 10.7 monthly installments 
will be paid to beneficiaries requiring $6,111,568 on account of fiscal year 1954 
claims. 

When the estimated face amount of $62,400,000 in claims awarded in fiseal year 
1953 is added to the $44,250,500 awarded through June 30, 1952, it makes a total 
of $106,650,500 in claims awarded through June 30, 1953, under the Servicemen’s 
Indemnity Act. The total amount to be paid in installments in fiscal year 1954 
on account of these claims is $106,650,500 * 0.00929 * 12 or $11,888,432.! 

The total estimated requirements for the Servicemen’s Indemnity appropriation 
in fiscal year 1954 is the sum of installments on: 


Fiscal year 1954 Increase (+ 
or decreasé 
(—), revised 

over original, 
fiscal year 


Original Revised 
estimate estimate 


$3, 532 $6, 111, 568 
year 1954 , 142, 1 11, 888, 432 


14, 675, 004 18,000,000 | +3, 324, 9% 
1 hand from fiscal year 1953 71,004 +71, 004 


Net total requirements 14, 604, 000 18,000,000 | +3, 396, 000 


! Adjusted $966 for roundoff in fiscal year 1953 supplemental appropriation request. 
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What need do you think there is, Mr. Beck, to continue the dividend 
system which was authorized in Public Law 36; what is the percentage 
of dividend paid? 

Mr. Brecx. Out of more than 4% million active accounts, that is the 
accounts on which the direct premium payments are made, that are 
subject to dividends, approximately 1% million of them set aside 
their dividend for credit. 

Mr. Puiuuips. What does that make in percentage of the premiums. 

Mr. Beck. About 30 percent, sir. 

Mr. Puruurps. I am under the impression it is a little higher but it is 
in the thirties. I think it is closer to 38, is it not, Mr. Beck? 

Mr. Beck. I do not think it will run that high, sir. 

Mr. Puiuurps. It seems to me that is a dividend not created by 
earnings of the company but entirely by the fact that the insurance 
section of the VA is getting a preferred interest rate from the Treasury. 

Mr. Beck. Three percent from the Treasury on national service 
life insurance fund. 

Mr. Puitiirs. What is the average rate paid by the Treasury on all 
its interest payments? 

Mr. Breck. I believe that I have seen a figure of approximately 
26 percent or 2.4. 

Mr. Puiuurrs. What really is happening is that the Veterans’ 
Administration is getting a half point preference on the moncy it puts 
from this fund into the Treasury and that that half point preference 
is what is creating the dividend. 

Mr. Beck. That is not entirely the situation. The money that is 
put into the fund for extrahazard cases and other purposes is put in 
there in the amount of the face value of the policy and it earns 3 
percent. 

Mr. Puiuurps. But at the time you started to put it in, you had 
no history and over the several years, you have discovered that every 

‘ar you can pay a dividend of 30 percent which I think any insurance 
canine would tell you is pretty high rate, am 1 right on that? 

Mr. Beck. That is a high dividend, no doubt, but most of the 
funds which accumulate for the payment of dividends are received 
from the payment of premiums which result in money to be distributed 
back as dividends because of favorable mortality plus favorable 
interest rate. 

Mr. Puiiurpes. What is it costing the Veterans’ Administration to 
administer the provisions of Public Law 36? 

Mr. Beck. Approximately a million dollars a year. 

Mr. Puiiurrs. What can you do to reduce that million dollar cost? 
That is high. 

Mr. Beck. We have just completed a test of doing it by mechanized 
operations in our Philadelphia district office and are now ready to 
expand it to all of the accounts up there and to the two other large 
district offices so that it will be a mechanical operation at a con- 
siderable saving of manpower required as we have been doing it up 
to the present time. 

Mr. Puiturps. Are there any questions on insurance? 

Mr. Tuomas. I have 1 or 2, Mr. Chairman. 
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INSURANCE SERVICE 


Have you been on the job as director for about 18 months? 

Mr. Beck. About 11 months. 

Mr.THomas. These figures are quite interesting, gentlemen. In 
fiscal year 1952 vou had 7,436,526 policies in force. In 1953, 
6,508,000 and estimated for 1954, 6,167,500. Why are those policies 
going down in number? 

Mr. Beck. That is due to the fact that a large number of men com- 
ing out of the service now who had their policies undet waiver are not 
retaining them, and then also terminations occur that sometimes are 
not renewed. There are various causes. 

Mr. Tuomas. Does it indicate that the boys returning are not tak- 
ing full advantage of their insurance rights to some degree at least? 

Mr. Beck. There are many that do nothing with their insurance 
after they get out of the service. 

Mr. THomas. You have about a 7 percent drop in workload for 
1954 under 1953. I was just noticing the emplovment in fiscal 1952 
You had an average employment of 11,463; for 1953, 9,591; and for 
fiseal 1954, 8,285. Of course, those figures are of total employment 
You have in the District of Columbia for 1952, 3,738; 1953, 2,621; and 
for 1954, 1,962. 

Mr. Tuomas. The Administration put into effect and force some 
12 or 15 months ago a centralization program. Will you explain 
just exactly what has been done to date in that centralization? It 
was more or less a consolidation of certain insurance offices. What 
has been done to date under that program and what economies have 
resulted from centralization? 

Mr. Beck. The original 13 district offices where the insurance 
accounts were maintained principally except those inservice accounts 
and others in Washington here have been consolidated into 5 offices, 
1 office at Philadelphia, l-at St. Paul, and 1 at Denver; 2 of the original 
13 offices remain as they originally were and they have not been 
consolidated. 

Mr. Tuomas. What are those two? 

Mr. Beck. Atlanta and Dallas. 

Mr. THomas. What savings in point of time, which is certainly 
a big, outstanding saving to the average veteran, what saving can you 
put your finger on dollarwise which have resulted? 

Mr. Beck. I believe in the number that consolidation accomplished, 
a reduction of approximately 500 attributable to consolidation. There 
are a lot of things that are going on at the same time. 

Mr. Garpner. We have saved about 500 jobs by the consolidation. 

Mr. Toomas. No more than 500 out of 13,000? 

Mr. Garpner. Out of 11,000. 

Mr. Tuomas. Is it 11,000 or 13,000? 

Mr. Garpner. I believe it is 11,000; 11,463 in 1952. 

Mr. THomas. When was the consolidation made? Was it last year? 

Mr. Garpner. Made in the early part of fiscal 1952. 

Mr. THomas. You only showed a reduction of 500 employees in the 
consolidation? 

Mr. Beck. Attributable to the consolidation itself. 

Mr. Tuomas. That is pretty slim. It ought to show about a 10 or 
12 percent. 





What are the functions of these five offices? Detail the functions. 

Mr. Beck. They maintain completely the insurance accounts of 
those men who are veterans, not in service. They do the entire job 
in setting up of any new issues, collection of premiums, payment of 
dividends, and the settlement of the granting of loans. Everything 
that is involved in the maintenance of an insurance account. 

Mr. Tuomas. In 1962, what are they going to do in the District of 
Columbia; that is 25 percent of the total personnel for 1954? 

Mr. Brecx. We have been, during the past several months, Mr. 
Thomas, directing more of our work to the district offices, getting out 
of Washington functions, operative functions that have been here. 

Mr. Tuomas. You have been doing that for 4 or 5 years, and we 
urged General Gray, and it took about 3 or 4 years to get him to cut 
down the timelag and consolidate these insurance offices and chasing ¢ 
file from district office to a regional office to the Washington office 
and back again. It usually took about 6 months before it was ever 
found. But, getting back to your Washington office now, what occa- 
sion do you have for having 25 percent of the total employment in 
the entire Insurance Division here in the District of Columbia? 
what do you do? 

Mr. Beck. First, they maintain the United States Government 
life-insurance accounts. ‘That is a centralized function here in Wash- 
ington. United States Government life insurance was granted to men 
in World War I and peacetime, and following that 

Mr. Tuomas. And is there any good reason that should not be 
transferred forthwith and immediately back to these five area offices? 
Why have part of it here? 

Mr. Beck. It is not a large and it is a declining activity. 

Mr. Tuomas. That has nothing to do with it. It is still a function 
and you do it here. What is so peculiar about it that it is done in the 
District of Columbia? Why should it not be done in the field? 

Mr. Beck. It could be done anyplace in the field, but we believe 
that because of its size its operation on a centralized basis is better 
than it would be to break it down. 

Mr. Tuomas. What is the other function or functions performed in 
the District? 

Mr. Beck. The men in service whose premiums are paid by allot- 
ment or direct pay, if they are in service, foreign accounts. 

Mr. THomas. What do you mean, “foreign accounts’’? 

Mr. Beck. Residing in foreign countries. 

Mr. Garpner. We have 75,000. 

Mr. Tuomas. The veteran who is living in a foreign country? 

Mr. Beck. Or is there temporarily. Things that are not repre- 
sented in the actual maintenance of accounts that involve and require 
a considerable amount of time are the men now discharged from 
service, the decentralization of their records if they have had national 
service life insurance in order that those records may be in the posses- 
sion of the field offices so that those under waiver or allotment may do 
what is necessary in 120 days. 

Mr. Tuomas. Mr. Beck, could you not cut this figure down to 
practically 40 to 50 percent if you were to transfer these duties into 
your 5 big field offices? 
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Mr. Breck. The only thing that would be subject to transfer, i; 
my opinion, would be the thing that you talked about a little whil, 
ago, the United States Government life insurance. 

Mr. Tomas. Why could it not all be transferred; why hav 
duplicating setup? 

Mr. Beck. We have a central dealing point with the armed services 
upon whom we are dependent for information on allotments, estab- 
lishment of allotments, discontinuances, their request for waiver, and 
the other things in the handling of those accounts that are different 
functions entirely than those performed in the district office and by 
having them at one point our contact with the service departments 

Mr. THomas. Don’t you overlap with Dr. Howard there on claims 
to that extent? 

Mr. Sriruine. He has nothing to do with death claims. 


ALLOTMENTS RECEIVED FROM THE ARMED SERVICES 


Mr. Tuomas. Maybe I did not quite understand what your function 
was with your contact with the armed services, branches of the armed 
services. 

Mr. Beck. Our function there is to work out with them the flow of 
documents from them on allotments and waivers and those things in 
the service. 

Mr. Tuomas. How are you concerned with an allotment? 

Mr. Beck. We have to know that a man is paying his insurance 
premiums and so we depend—he establishes his allotment from his 
service pay, and we necessarily have to have monthly reporting from 
the service departments on thet in order that we will know that the 
insurance is kept in force. He may establish a waiver of premiums 
since the passage of Public Law 23. That, of course, is a document 
that must be associated with allotment records, the discontinuance of 
allotment notice, and disccntinuance of waiver. 

Mr. TxHomas. Is this death insurance or disability insurance 
is it necessary that you keep up with allotment? 

Mr. Beck. I do not quite understand. 

Mr. Tuomas. I do not quite understand you. It appears to me 
you are doing a whole lot of paperwork that is absolutely unnecessary. 
When does this insurance become due and payable? When did it 
accrue anyway? 

Mr. Becx. When do the premiums become payable? 

Mr. Tuomas. Yes. 

Mr. Breck. Payable monthly. 

Mr. Tuomas. What other functions now do you think it is necessary 
to keep an office here for? How is that contact made, by letter, by 
telephone, in person? 

Mr. Beck. We have personal contact. We have an individual 
whose principal function in the insurance serv ice is to maintain liaison 
with the various services. 

Mr. Tuomas. Records of the armed services are sent to you in table 
form in the mail? 

Mr. Beck. Yes. We get a lot of it. 

Mr. Tuomas. Why could you not receive that form in the original 
office just as well as you do by mail here in the Washington office? 





How many people of the 1,962 were engaged in doing that type of 
wi rk ; 

\Mr. Beck. In the maintenance of accounts 

\ir. GARDNER. 1,358 in insurance service in Washington. 

Tuomas. 1,358 of the 1962 keeping up with payments to be 

paid in the insurance? 
~ Mr. Garpner. Approximately 300,000 are still paying their pre- 
miums by allotment. Still over a million in-service on waiver. All 
of those individual accounts are maintianed here. Any action that 
the man takes with respect to them is paid here, change of beneficiary, 
change of option, change of plan, any other action he desires to take 

performed in the Washington office. 


PERSONAL SERVICES IN CENTRAL OFFICE 


Mr. Tuomas. About two-thirds of your personnel load in 
District of Columbia is engaged in that activity? 

Mr. Garpner. Approximately. 

Mr. Tuomas. Is that monthly? 

Mr. Garpner. That includes also those engaged in the maintenance 
of United States Government life accounts. 

Mr. THomas. Where are the Spanish-American War accounts 
handled? 

Mr. Brecx. They have no insurance. 

Mr. Tuomas. All straight pensions? 

Mr. Beck. Their claims are pensions. 

Mr. Tuomas. Do you have any other activities here in the District 
of Columbia that you have not detailed? 

Mr. Beck. In the District of Columbia is the central office staff 
which I think we show broken down on one of the pages here. 

Mr. Tuomas. You do not have it in your big, thick budget? 

Mr. Breck. Central office has a staff of 192 people. 

Mr. Tuomas. Here it is. 

Mr. Beck. We have a total of 604 people on the central office staff. 

Mr. Garpner. Of which 412 are engaged in actuarial work. 

Mr. Tuomas. All right, now; let me get the breakdown, on page 98. 
Office of the Assistant to the Administrator is 18 pe ‘ople; underwriting 
service is 36 people; insurance accounts service is 55 people; dis: bility 
insurance-claim service, 34; insurance actuarial service, 412; insurance 
service, Washington. What does that mean, 1,358? 

Mr. Beck. The things we have been discussing. 

Mr. Tuomas. Now, in your other five field offices, how many do 
you have engaged in the underwriting service in each one of those 
otfices? 

Mr. Breck. In each one of the offices? 

Mr. Tuomas. Yes, sir. 

Mr. Beck. Your figures will show 319 at Philadelphia, 133 at St. 
Paul, 123 at Denver, 45 at Atlanta, 45 at Dallas. 

Since these figures were first put together, we have transferred the 
responsibility for records in the office from the premium accounts 
service to the underwriting service. Now the figures that we show 
in underwriting are inc reased over those that I have just read and 
those in premium accounts are decreased by the same number of 
people; the total is the same. 
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Mr. THomas. How many in insurance actuarial service do you 
have in each of your five field offices? 

Mr. Breck. None. 

Mr. Tuomas. All done here in Washington? 

Mr. Beck. That is a centralized function; yes, sir. 

Mr. THomas. What are the duties of these 412? How many actual 
experts do you have out of that 412? 

Mr. Beck. The actual experts, the actuaries themselves, are com- 
paratively few in number and they are the top staff. This is prin- 
cipally the maintenance of all of the records, of the actions that are 
taken that come in from the field offices on the accounts in order that 
we may have knowledge of the condition of the fund, experience in 
determining in the different group ages, the various things that are 
involved in knowing what your insurance situation is. 

Mr. Tuomas. That old human body does not change that rapidly 
from year to year that you have to 1efigure that every year. 

Mr. SE CK. Yes. 

Mr. Tuomas. You could cut that staff flat in half and not harm the 
service a bit in the world. What are they doing, all of them? What 
is so changeable about an actuarial service that it changes from year to 
year? 

Mr. Beck. It is the central poirt for the entire program. It keeps 
track of all—— 

Mr. Tomas. What do they do now? 

Mr. Beck. We have deaths, changes of types of policies. We have 
actions that are going on all of the time, new issues, in which it is—— 

Mr. Tuomas. What do you mean, new issues under the existing law 
they can convert one type into another? 

Mr. Beck. That is a new issue. 

Mr. Tuomas. That is a standard, prescribed form. How often do 
vou change it? 

sgh Ae ck. It is not so much the operation of changing its action; 
it is to keep under the different plans and forms of insurance, the 
mid with the numbers in them by age groups and from that and your 
experience within those age groups determine the condition of the 
fund for that particular age group, and it is entirely an actuarial 
operation, 

Mr. Tuomas. Statistical job. 

Mr. Beck. It is a large statistical job. 

Mr. Tuomas. You do not think you could make any appreciable 
saving by transferring all these functions that you just mentioned 
over to your other five offices? 

Mr. Beck. I do not believe so. 

Mr. Tuomas. I notice you have employee travel items here for 
$55,000. What is the purpose of the travel money there? 

Mr. Beck. Some of these people that we referred to back here as 
the central office staff in these places; they have supervision of the 
work in their areas in the field offices. That is principally the travel 
involved. It is the matter of audit, examination of the work, the 
condition of the work, and the usual functions of that character that 
come through field supervision. 

Mr. Tuomas. No further questions, but this comment. I had it 
in the back of my mind that at one time here in the central office you 





handled all insurance matters for all Federal emplovees; is that right 
or wrong? 

Mr. Beck. I think that sometime in the past 

Mr. Opom. That was handled for a short while after the Veterans’ 
(Administration was created in 1930 when the Pension Bureau was 
transferred from the Department of the Internor to the Veterans’ 
Administration, but General Hines recommended and the Congress 
authorized that it be transferred to the other agencies. 

Mr. Tuomas. In other words, it is not handled that way now? 

fr. Opom. Not since 1933, I think. 
Mr. Paruuies. We will come back at 1:30. 
(Recess 12:30.) 


READJUSTMENT BENEFITS 


Mr. Puinurps. On readjustment benefits, the item set up in the 
revised budget was a net amoung of $788 million. 

The table can be taken from page 9 of the general statement; and 
that, on information furnished the committee by the Veterans’ Admin- 
istration itself, can be reduced an additional 68 million. 

[t appears that there is a balance of $68,000,676, which is being car- 
ried over from a previous year, which the committee will recognize and 
reduce the amount by that much. 


GRANTS TO REPUBLIC OF PHILIPPINES 


In the same way, also on information from the Veterans’ Administra- 
tion, on grants to the Republic of the Philippines there is a further 


reduction possible of $769,000, which leaves a net amount of $1,731,000 
plus whatever unexpended balances are available on June 30. 


Mepicau, Hosprrat, AND DoMIcILIARY SERVICES 
MEDICAL RESEARCH ACTIVITIES 


Now, in connection with research, which is code No. 8200, the budg- 
et amount for fiscal 1953 is $5,217,000; and the amount in the revised 
budget is $5,500,000, or which is $283,000 more than the current year, 
but is actually a million less than the amount in the original request. 

I will make two statements on that. First, I have here a written 
statement by Dr. Lyon, Assistant Chief Medical Director of the Re- 
search and Education Service, in which he recommends very highly 
spending more money—and the reporter can put that in the record 
here. 


STATEMENT OF Dr. Grorce M. Lyon, AssIsTANT Curer MepiIcaL Drrecror, 
RESEARCH AND EDUCATION SERVICE 


The revised budget for the research program provides $5,500,000, or $1 million 
less than included in the Truman budget. 

This would be the amount of money to provide for: 

a. Medical reserach in VA hospitals, including special research laboratories in 
neuropsychiatry and tuberculosis hospitals and in dental research. 

b. Prosthetics and sensory aids research in VA stations. 

c. Radioisotope program in VA hospitals. 

d. Contractual research in medical programs, including neuropsychiatry and 
tuberculosis, and 
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e. Contractual research in prosthetics and sensory aids research. 
This reduction would have the following effects: 

a. Prevent the equipping and staffiing of most of the research laboratories in 
VA hospitals scheduled for opening in fiscal year 1954. 

b. Delay the equipping and staffing of most of the research laboratories that 
have been opened in VA hospitals during fiscal year 1953. 

c. Delay the strengthening of research programs in VA hospitals that were in 
operation prior to fiscal year 1953. 

d. Delay the strengthening of research activities in nervous diseases, mental 
diseases, and tuberculosis, as well as dental research. 

e. Reduce the amount of funds available for contractual research both in 
medica] research and in prosthetics and sensory aids. 

The Veterans’ Administration research programs were described in a report to 
the National Research Council on December 8. 1952. This report described in a 
comprehensive manner the objectives, policies, organization, and administrative 
aspects of the programs, as well as the budget and fiscal considerations from the 
inception of the research programs in fiscal year 1947. 

The increase in funds requested is required by the completion of research 
facilities that had been planned prior to July 1, 1952, and which have been, or 
will be, completed during fiscal year 1953 and fiscal year 1954. 

In the positions described as ‘‘research positions,’”’ no M. D., D. D.S., or R. N, 
is emploved or included. The positions are filled by scientists (Ph. D., M. §., 
et cetera), and the other technical and clerical help required in the research pro- 
gram. ‘There were 619 research positions with personnel on duty as of May 23, 
1953. Many of the stations are awaiting the action of the Congress to ascertain 
what might be provided during fiscal year 1954, before they fill other required 
positions. To staff the medical research laboratories and the radioisotope labora- 
tories provided in the new Veterans’ Administration hospitals that have been 
completed late in fiscal year 1953 and in those scheduled to be opened during 
fiscal year 1954, the number of positions required in each laboratory opened 
would average seven positions. There are 24 new laboratories in all categories 
scheduled for opening in fiscal 1954, in addition to completing the staffing of 34 
new laboratories opened in fiscal year 1953. 

At the end of fiscal vear 1951, general medical and surgical hospitals had 25 
research laboratories. There were no research facilities in tuberculosis or neuro- 
psychiatric hospitals and there were no dental research facilities. There were 
14 radioisotope laboratories in general medical and surgical hospitals, or a total 
of 39 research laboratories of all categories. 

In fiseal year 1952, 2 general medical research laboratories were added to bring 
the total in this category to 27, 1 special neuropsychiatric laboratory, and there 
were added 3 radioisotope laboratories, bringing the total of radioisotope labora- 
tories to 17, and the total of research laboratories of all categories to 45. 

In fiscal year 1953, there were 14 general medical research laboratories added 
in general medical and surgical hospitals, bringing the total in this category to 41. 
Special tuberculosis research laboratories were opened in six tuberculosis hospitals. 
Special neuropsychiatric laboratories were opered in six hospitals. Nine radio- 
isotope laboratories were added in general medical and surgical hospitals, bringing 
the total in this category to 26. During fiscal year 1953, there were 79 research 
laboratories in all categories. 

During 1954, it had been planned to add 7 additional medical research labora- 
tories in general medical and surgical hospitals, bringing the total in this category 
to 48. It was planned to add 1 special tuberculosis research laboratory, bringing 
the total in this category to 9. It was planned to add 3 special neuropsychiatric 
research laboratories, bringing this total in this category also to 9. It was planned 
to open four dental research laboratories. It was planned to open 7 additional! 
radioisotope laboratories, bringing the total in this category to 33. This would 
have provided 103 research laboratories in all categories at the end of fiscal year 
1954. These would be in 70 different Veterans’ Administration hospitals.  [t 
should be pointed out again at this time that these increments in research facilities 
are those that had been planned prior to July 1, 1952, and that they had been in 
process of construction in almost all instances prior to that time. 

In addition, 21 other Veterans’ Administration hospitals have received limited 
support for reasearch to the extent of 1.5 positions and would, during fiscal year 
1954, require some assistance in the way of money for supplies and equipment. 
This would mean 91 VA hospitals with some support for research activities pro- 
vided from research funds. 
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It will be seen that the increased requirement for personnel has resulted from a 
usiderable increase in the number of Veterans’ Administration hospitals in which 
search activities were being conducted. 

Beginning with January 1, 1952, there was an increased emphasis placed on 

proving and extending programs in research in nervous diseases, mental diseases 
iberculosis, and dental problems. 

Chere has been a decreasing requirement for contractual research which is not 
onducted within Veterans’ Administration hospitals subsequent to July 1, 1952. 
For the fiscal years 1949, 1950, and 1951, the average obligations for contractual 

edical research averaged $1,000,000 per year. During fiscal year 1953, it was 
omething less than $50,000, and it was planned that it be something less than this 
for fiscal year 1954, perhaps in the neighborhood of $400,000 or $450,000, and that 
his would be the maximum that would be required in future years. The situation 

; somewhat different with respect to the contractual research program for pros- 

etics and sensory aids, which must of necessity be done outside Veterans’ 
\dministration hospitals because of the requirement for technical and engineering 

nowledge and skills. This program, during fiscal years 1949, 1950, and 1951 
required approximately $800,000 a year and required $880,000, approximately, 
juring fiscal year 1953, and it was estimated it would have the same requirement 
for fiscal year 1954. 

\lthough the requirements for the medical research programs conducted within 
Veterans’ Administration hospitals have been increasing during the last 2 years, 
his has been somewhat offset by the decreasing requirements for contractual 
research programs outside Veterans’ Administration hospitals, 

Since July 1, 1952, the entire Veterans’ Administration medical research 
programs have been subjected to careful examination in an attempt to arrive 
at a sound basis for the requirements for the programs. The results of this 
program analysis have been reflected in the preliminary budget estimates for 

research program for fiscal year 1954, as included in the so-called Truman 
idget. It is recognized that there may be a postponement of the Veterans’ 
\dministration Hospital. New York Citv, 23d Street (G. M. and S., 1,252 beds) 
nto fiseal year 1955. Hospitals scheduled for opening in December 1953 have 

en included in these budget estimates and include Pittsburgh (G. M. and 8., 
720 beds), St. Louis (G. M. and 8., 496 beds), and Cincinnati (G. M. and S., 
196 beds). It would appear unlikely that it would be possible to complete the 
taff for the laboratories of these hospitals prior to the beginning of fiscal year 
1955, although some few of the key personnel should be employed, if possible. 

Unless the Veterans’ Administration conducts an active research program 
within its hospitals (1) quality of medical care within Veterans’ Administration 
ospitals would decline; (2) staffing with qualified personnel would suffer; and 
3) the stature of Veterans’ Administration medical treatment and hospital care 
would decline to an unsatisfactory level. It should be recognized that many 

itstanding surgeons, physicians, and dentists now employed by the Veterans’ 
\dministration on a full-time basis would not remain with the Veterans’ Admin- 

tration if the Veterans’ Administration did not offer a medical program within 
which research activities played a prominent role and in which there was close 
association with a medical school. Certainly the salaries provided full-time 
personnel do not, in themselves, suffice to attract and hold such desirably qualified 
personnel, Opportunity to do research makes the Veterans’ Administration 
mployment more attractive than it would be otherwise. 

Research and education are essential to the provision of modern medical 
reatment and hospital care. Each complements the other in supporting a modern 
nedical service. In civilian hospitals the best medical services are, as a rule, 
provided in those hospitals where both research and education are associated in 
the care of the patient. 

Research is considered an essential element in providing the veteran patient 
with the best possible medical treatment and hospital care. ‘The specific aims 
are (a) to attract and retain qualified personnel through the conduct of research 

ithin Veterans’ Administration hospitals; (b) to permit full-time staff personnel 

improve their professional proficiency through providing them with oppor- 
tunities to study and to carry on medical research in Veterans’ Administration 
hospitals; and (c) to develop new and improved methods of diagnosis and treatment 
of importance in the care of the veteran patient (1) through the conduct of research 

ithin Veterans’ Administration hospitals, and (2) through contractual research 
ojects within universities and research institutions. 

The scope of the programs within Veterans’ Administration hospitals includes 

aspects of medical, surgical, and health problems of sick or disabled veterans 
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that must necessarily or can most advantageously be studied within Vetera: 

Administration hospitals, with special emphasis being placed on (a) servic 
connected disabilities; (b) service-connected ‘‘problems,’’ (c) permanent disabi 

ties, (d) chronic illness; (e) tuberculosis; (f) nervous diseases; (g) mental diseasi 

h) problems of the aging veteran; (7) cost of medical treatment and hospital car: 
of the veteran patient; (7) problems of particular concern to veterans. 

‘The scope of the contractual research programs includes all aspects of medica 
surgical, and nealth problems of the sick, handicapped, or disabled veteran that 
can through contractual research projects be studied more advantageously 
more economically within universities or other research institutions or laboratori 
insofar as they relate to the veteran patient. 

Opportunity to engage in research must be provided full-time personnel of t! 
Veterans’ Administration if it is to attract. outstanding professional personne! j1 
the numbers required to provide top-level medical treatment and hospital car 
for the veteran patients. 


DUPLICATION IN MEDICAL RESEARCH 


Mr. Puiturps. I think it should be said that the attitude of this 
committee is not in any way antagonistic to research, but that, first 
of all, this million dollars which was cut off would be, to the extent of 
three-quarters, an additional amount spent for research in 1954 than 
is presently being spent; and, second, by reading the statement of D1 
Lyon, which I have just put in, there will be raised a question in the 
minds of this committee as to whether we are not beginning to dupli- 
cate work which is contemplated in other agencies of government. 

[ think this committee would probably hold it should be done by 
the Veterans’ Administration and that the facilities might be available 
there, but it certainly does not sound reasonable to us to keep adding 
to this fund when in another bill we have given $17 million to the 
Department of Health, Education and Welfare for types of research 
which are indicated here, and that probably what should be worked 
out by the Administrator of the Veterans’ Administration is a coordina- 
tion of those two programs, and if necessary, a transfer of some o 
those funds to the VA to carry on the type of program which is 
indicated. 

It is obvious in Dr. Lyon’s report, which you handed me before 
recess, Dr. Boone, as to the desire on the part of the VA to enlarg 
the program, particularly in certain areas, which include the use of 
isotopes and cancer research. 

Now, this committee, if I may repeat myself, would I think be 
favorable toward a great deal of that research being done in ne 
where you have a patient load and have the facilities to do it; but | 
do not think we would want to continue to appropriate money to the 
VA and to other agencies for what appeared to us to be duplicate 
sery ices. 

So, first of all, we leave it to the National Science Foundation, 
which was created to have as one of its major objects the coordination 
of that type of research, to do the job it was created to do and report 
it to us; and, second, we would expect the VA to discuss with the new 
Department of Health, Education, and Welfare whether some of the 
$17 million just given it for that type of research should not be trans- 
ferred to you to do the actual clinical work and then to let us know 
what the result is. 

Dr. Boonr. May I make two observations? 

Mr. Jonas. Mr. Chairman, there is money in the AEC 
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Mr. Puiiuips. And there is also money in the Atomic Energy 
Commission’s request for the same thing. 

Dr. Boonr. Well, that 

Mr. Puitures. What I mean to say is that we are appropriating 
money here for three different funds for research. Let’s get together. 

Dr. Boonr. The Atomic Energy Commission in a letter sent to me 
we are in no sense duplicating, but we are complementing them 
We have the patients; they have the materials. So, we do that work 
with our clients, with the clinical material for them. 

All our projects are screened by the National Research Council. 
They have the checks and balances on us, and they are in touch with 
all the other agencies on medical research in Government. 

That is correct, isn’t it? 

Dr. Lyon. 1 think that is correct. 

Dr. Boone. Yes. 

Dr. Lyon. Mainly with respect to contractual programs. 

Dr. Boone. Yes. 

Dr. Lyon. We work within our own hospitals. The overall picture 
is balanced with them, but they do not have the same active relation- 
ship here they do in the contractual-research programs with the 
universities. 

Dr. Boonr. And they are advisers, more or less the same people, 
in our research programs. 

Dr. Lyon. They go right through the entire program. 

Dr. Boongr. And public-health advisers to the same people prac- 
tically. 

Mr. Putturps. Let it be said this committee is going to be reluctant 
to keep on increasing appropriations for that type of research—and 
we have three of the agencies involved, VA, AEC, and National 
Science Foundation; and another subcommittee has the Health, 
Education, and Welfare Department—until we are sure there is a 
coordination of the work. 

Dr. Boone. Mr. Chairman, if I may say just one thing—you know 
the Congress authorized us to build a research hospital in Chicago, 
which comes into being this year. It is a large plant, and that will 
take a lot of our research projects there. 

Mr. Jonas. That is exactly where the Atomic Energy is—in 
Chicago—isn’t it, Mr. Chairman? 

Mr. Tuomas. Yes; at Argonne—20 miles out. 

Dr. Lyon. Mr. Chairman, may I make a statement, please, sir? 

Mr. Puruuips. You already have a lengthy statement in the record. 

Dr. Lyon. In connection with one of your comments—that is, in 
respect to the duplication—it is not a reduplication of what is going 
on in the other places. These are problems relating directly to our 
veterans, and where they have to be worked out in our hospitals, 
where the veterans are, except for the contractual programs which 
amount to about a million and a half—a little less than that—during 
the year. 

Dr. Boonr. May I say in behalf of the committee Dr. Lyon is a 
very excellent acquisition with us. He has been with us a long time. 
He was with the Atomic Energy Commission, and was with the Man- 
hattan project in the beginning. He is a very great acquisition for us. 

Mr. Putiurps. Thank you. 
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EDUCATION AND TRAINING 


Now, in connection with code 8300, the amount for the current 
year is $1,423,000 and the requested amount is $1,300,000, which is 
a decrease of $123,000 from the present year and a decrease of $300,000 
from the original January request—and I am advised by Dr. Boone 
that that reduction is accepted. 


COMPENSATION AND PENSIONS, COMMITTEE INVESTIGATIVE REPOR1 


[ am going to ask the clerk to give the reporter, as an appendix, 
the report of our investigating staff, which begins with chapter 3 
on Compensation and Pension Programs and runs for 41 pages, 
I take it, typed pages, on one side, and I think that contains some 
material that will be illuminating both to the VA and to the Congress, 
and I do not wish to take the time to discuss it now. 

I will also, if there is no objection on the part of the committee, 
look over some of these cases, both non-service-connected cases in 
the hospitals, and pensions and compensations, but I doubt very 
much if I will put them in the record. I think I will use them in the 
debate, but I make that statement now so, if any of them are not 
in the record, it will not be unknown to the committee. 

(The information follows: ) 


CuHapTeR III]. CoMpENSATION AND PENSION PROGRAMS 


Budget request for fiscal year 1954 $2, 546, 291, 000 
Recommended temporary reduction, pending the results of a 

thorough legislative study and congressional determination 

of appropriate changes in basic legislation 300, 000, 000 


Net amount recommended for immediate appropriation. 2, 246, 291, 000 


1. INTRODUCTION 


(a) The Federal Government is now paying out approximately $2% billion 
a year in compensation and pension payments to veterans and their dependents 
or survivors. The program involves approximately 3,200,000 cases and the 
issuance of 40 million checks each year. The heavy administrative costs of the 
program are discussed elsewhere in this report. This section deals only with 
the amounts paid out in benefits. (See p. III—5 for analytical chart and p. III-6 
for summary table. 

b) It is the purpose of this chapter of the report to indicate some of the in- 
equities, duplications, and weaknesses of the present program which substan- 
tially add to Government costs without benefiting the veterans who are service 
connected and in need of assistance. It is not the purpose of this report to 
indicate reduced Government expenditures for those veterans, and their sur- 
vivors who have in fact suffered a disability through participation in a theater 
of war or in actions comparable to war. Those veterans who have seen actual 
military action, particularly those who served abroad and engaged in combat, 
and as a result thereof have suffered disabilities which in fact are service incurred, 
should be properly compensated at the expense of the American public generally. 
This report is directed at the costs growing out of non-service-connected pension 
payments and the compensetion payments for low percentage ratings applicable 
to physical conditions that were not incurred as a result of combat duty or mili- 
tary accident, and which in fact do not impair the earnings of the rated veteran. 

c) It is necessary to distinguish between ‘‘comrensation” and ‘“pension’’: 
ymmpensation is paid to living veterans or their survivors for service-incurred 
sebility or death. Pensions are peid to living veterans or their survivors where 
the disability or death hed no relationship whatever to military service (i. e., 
was nonservice connected) Much of the cost of veterans’ compensation end 
pension program is inflexibly dictated by the besic laws authorizing these benefits. 
However, there appear to be some inconsistencies, or at least, some areas where, 





the light of experience, further consideration of the lew is warranted In 
idition, there are broad areas wherein administrative interpretations, practices, 
nd policies determine benefit ecsts; and these are, of course, suscey tible to exam- 
tion by those concerned with the appropriation of public funds The diseussion 
this section of the report is designed to highlight both of these arees. 
d) The fact that the United States is rapidly becoming a Nation of veterens 
nillion new veterans are edded to our poruletion each year—requires reexe.m- 
ation of besic concerts of veterans’ benefits that were develored in the pest 
en veterens were but a small fraction of our population. It is now rroper to 
k and seek new answers to questions that might have been considered improyer, 
et leest, irrelevant, a few yeers ago. Some such questions ere: 
1) What obligation does the Feder®?] Government have to the medern (World 
War II and thereefter) veteran? Should non-service-connected veterens of modern 
ars, or their survivors, or dependents, be given rensions over and above those 
rovided by the social-security or com} arable acts? 
2) Is a “service-connected disability’’ a disebility if it does not disable? 
3) Are the presumptions established by Congress es to certein service-con- 
ted disebilities soundly besed on a preponderence of quelified medicel ot inion? 
1) Should interpretation end administration of the compensetion end 7 ension 
ws be founded on a philesoy hy of equity, fairness, 2nd economy which will result 
focusing 2ssistence on the truly deserving and needy service-connected disabled 
veteran, or should the program be one of liberslity to all? 
Che following sections of this chapter treat the various types of compensation 
nd pension payments, the costs thereof, and indicate the extent of the problem 
osed by these questions. 


TABLE 31.—Living veterans who were receiving compensation, pension, or retire- 
ment pay and deceased veterans whose dependents were receiving compensation or 
pension under public acts or special acts, and the aggregate annual value of these 
benefits, as of June 30, 1952 


Total Public acts Special acts 
Wars and Regular Establishment ae 
Annual Num- 
value ber 


Annual 


value Number 


Number 


Total -- ‘ | 3, 124, 828) $2, 073, 489, 132] 3, 123, 57: 073, 141, 324| 1. 255 
' 


Living veterans 417, 998! 1, 553, 998. ; , 553 s O72! 416 
yeceased veterans 706, 830 519, 490, 5 519, 228, 259 839 


World War II 945 640} 197, 33 


Living veterans -.-. ..- , 669, 069 943.7 
| 
Service-connected , 632, 963} 916 
Non-service-connected 36, 101] 27, ! 
Reserve fficers’ retirement 
(Public Law 262, 77th Cong.) 5 


Deceased veterans 5, 571] 
| 
Service-connected : 254 831] 
Non-service-connected 3, 740 


World War I re | 929] 


Living veterans 
Service-connected and special | 
act cases 
Non-service-connected 
Emergency officers’ retirement 
Provisional, probationary, or | 
temporary officers’ retirement 


Deceased veterans 


Service-connected 
Non-service-connected 





Regular Establishment 


Living veterans 


Deceased veterans 
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ABLE 31 Living veterans who were receiv ng compensation, pension, or rel 
4 and deceased veterans whose de pe nuents were recetving com pe nsation 


ment pa 


per on unde put is Oo pectal acts, and the aggregate annual value oF the 


benefits, as of Ju ’ 15 2—Continued 


rotal Publie acts Special 


Annual Num 
value her 


, 031, 


444 


, 056 


USO. O76 
8S, OSU 


) 
236 


115, 


RECOMMENDATIONS 


egislative action should be taken to initiate a thorough study of t} 

laws which result in large expenditures for non-service-connected pensio1 
hese pensions are in the nature of tax-free gifts to the beneficiaries where th« 
veteran had no service-connected disability whatever, or where the death has 1 
relation to his service-connected disability. The beneficiaries (the veteran or h 
survivors) become eligible merely because the man was once in military service 
The estimated annual cost for 1954 is approximately $590 million and is climbing 


as indicated below (1954 is 45 percent greater than 1952 


{In millions] 
1952: 
Veterans 
purvivors 


1953: 
Veterans 
Survivors 


1954: 
Veterans 


Survivors 
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F (b) The Social Security System and other Federal systems are superimposed 
the VA pension (non-service-connected) system. These Government sur- 
vorship-benefit systems might well be considered for integration. One possible 
tion would be to enact legislation which would place a combined limit on all 
leral pension payments (VA, social security, railroad retirement, civil service, 
Federal employees’ compensation, ete.) so that a Veterans’ Administration 
nsion would be paid only if the combination of other Federal payments did not 
ach the following, or other appropriate, monthly rates as determined by the 
ngress: 
Monthly 
ing veteran . $100 
low, no child a . 75 


idow, one child 140 


Furthermore, Veterans’ Administration pension payments would be made at 
mthly rates designed to make up only the difference between rates in other 
leral pension plans and the above monthly amounts, but not to exceed the 
sent pension rates. Legislation of this character would recognize the present 
al Security System, and other similar legislation, and thus avoid part of the 
present duplication in Federal expenditures for pensions. Legislation along these 
es might be designed to curtail non-service-connected pension payments by 
recent or more for an annual savings of $180 million. If appropriate legislative 
ges were adopted, then the VA pension system (non-service-connecte 4) would 
1 supplementary type of program designed to augment the other systems only 
n such other programs do not provide reasonable monthly poyie nts. Please 
fer to the table on pages 21 and 22 and to the tables in exhibit A, which indicate 
e duplicative character of the present Federal pension plans 
The above recommended thorough legislative study of the present pension 
ws should include a comprehensive review of the service-connected compensation 
ws relating to living veterans, particularly as such legislation relates to the cases 
ited as 10 percent and 20 percent disabled. The present policy in the ratings of 
ese low percentage cases does not adequately recognize the earning capacities 
the individual veterans being rated. If earning capacity is not in fact impaired 
the individual cases, regardless of estimated average impairment for all cases in 
given percentage group, then it seems that Government policy should be so 
inged as not to make 10 percent or 20 percent payments to veterans who have 
suffered an impairment of earning capacity. However, where earning capacity 
of the individual veteran is in fact impaired, then a 10 percent or higher rating 
hould be allowed on the theory that the total population has a responsibility to 
mpensate the individual veteran whose earning capacity is actually impaired 
by reason of military or naval service. Further, legislation should enable the 
Veterans’ Administration to examine more completely into the preservice medical 
ecord of the veteran, so as to remove cases from the compensation rolls who are 
in fact service connected 
Total disability for pension purposes at age 65 should be defined by legis- 
tion to mean a disability, determined by competent medical authority, of a 
aracter which incapacitates the veteran, who is age 65 or more, in such ae 
at he is unabie in fact to engage in any type of gainful emp loyment Under 
present law a veteran age 65 or more can engage in gainful employment with 
-called “total disabilitv’’ non-service-connected, provides 1 the an nual income 
itations of $1,400 (if single) or $2,700 (with dependents) are not exceeded. 
\doption of this restricting principle by legislative changes should save a con- 
iderable sum, and if it reduced the costs by 10 percent would result in a saving 
$40,000,000 annually on this phase of the pension program alone. 

The \ppropriations Committee might well request the Bureau of the 
Budget wed the Veterans’ Affairs Committee to examine and recommend on these 
egislative problems promptly 

f) Pending the ultimate results of legislative study and enactment of amending 
aws, it is believed that $300,000,000 should be cut from the 1954 compensation 
and pension appropriation request, and that the Veterans’ Administration ‘be 
isked to return in March 1954, if necessary, with a supplemental request reflecting 
the enacted legislative changes. It must be recognized that any legislative 

anges probably would not be effective for the full 12 months of fiscal year 1954, 
nd therefore the savings during the fiscal year 1954 would not be as great as the 
avings in subsequent fiscal vears. 
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immary of the potential savings that might be sought as a goal by 
‘ommendations is given as follows: f 
non-service-connected pensions bv 30 percent by 
its on combined payments from social 
t, Veterans’ Administration, civil 
es compensation $180, 000 
of the 10 percent and 20 percent service- 
payments to living veterans by placing 
these low benefits, and by relating 
ch veteran 80, 000, 000 
ion into the preservice medical 
ases, and a general tightening of 


40, 000, 000 
300, 000, 000 
I. LIVING VETERANS’ (NON-SERVICE-CONNECTED) PENSIONS 


(1953, estimated, 417,000 cases, annual cost over $357,000,000 World Wars I and II 
and Korea 

a) Under present law a veteran who has no service-connected disability, but 

is classified as permanently and totally disabled from nonservice causes, 

ay receive a pension of $63 a month during the period of such total and per- 

anent disability, and if such payments continue for 10 years the monthly rat: 

‘d to $75. When a veteran is under 65 years of age “total disability’ 

includes determination that he is “unemployable.” If a veteran is rated as 

10 percent or more disabled at age 65 he thereafter receives $75 a month for life 

These disabilities are not related in any manner to military service, but are paid 

because the recipient is a veteran, because he is adjudged “disabled” and needs 

income. The veterans of World Wars I and II and Korea are treated alike under 
this program. The pension rates are summarized as follows: 

Monthly 

Permanent total disability 7s se a eee 

If rated permanent totally disabled for 10 years ehecoomas iepepsal 75 

Permanent total, and age 65 


' Fens 10 
If veteran is in need of regular aid and attendance, or is helpless or blind... 129 


These pension payments are supposed to be made only if the income of a single 
person is $1,400! a year or Jess and to married persons if $2,700 ! or less. 
b) The extent of this program as it relates to World Wars I and II living vet- 


erans is indicated by the following figures: 


Non-service-connected payments to living veterans 


Feanentoe | Average 
Number of | annual cost | monthly 


payment 


cases 


$317, 498, 829 | $71.17 
71.3 
SU. ¢ 


432, 131 
56, 050 
912 


489, 093 


The data shows that these pension costs will be 16.5 percent higher in 1954 
fiscal year than they are this year—an increase of almost $60 million. When 
World War II veterans reach the present age of World War I veterans—in about 
1980—this program, if continued without change, will cost $1,160 million per year. 


However, this does not in fact prevent earnings.abeve these limits as explained on p. III-21 
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Virtually all veterans who survive and served in World War I will become 
the next 5 to 15 vears At age 65 a veteran is considered totally 
d for purposes of pension if he has a 10 percent disability. 
ul and permanent disability is also extended to vetera: 
ent disabled at age 60, and 60 percent disabled at 
tv does not have to be service connected. practica 


a 


test The veteran will then receive the fi 
> for any year in which his income is within the stated limits. 
This pension program is, in effect, a free disability-insura program and 
relirement program for certain veterans The tal n t . lowing page 
cates the present value of this type of protection und Varving circum- 


unces. 
This veteran pension program was inaugurated several years before the social 
rity and railroad-retirement programs were enacted. Little or no consider- 
appears to have been given by Congress st that time, or since, to over- 
pping and duplicating payments possible within the three programs. Con- 


leration should be given by the Congress to the responsibility of the Govern- 


nt to make these duplicating payments. 


Illustrations of non-service-connected Pensions 


lotal ar 

Monthly rate of benefit for |to be rece 
life during li 

Lime 


» of commenceme! 


nd temporary 


{$63 for 10 years 
\$75 for 28.13 years 
{$63 for 10 years 
($75 for 15.52 years 
{$63 for 10 vears 
($75 for 8.20 years 
{$63 for 5 vears 
(375 for 9.99 years 
widow at date of deat) 
ion p ivable 
{360 for 11 years (until child 
0 (with child age 1 21 
ls48 for 30.41 years 
$48 for 28.46 years 
$48 for 20.54 years 
$48 for 16.92 years 


mey worth 3 percent, compounded monthly, of amount to be receives 


Assumptions and bases 
Life expectanc values used are those for total males, and total fem 
Life Tables and Actuarial Tables, 1939-41, 16th Census 1940, adjuste 


h case it is assumed that veteran’s or widow’s remaining lifetime will exactly agree with ther 


veectancy for age and sex, uninfluenced by disability in case of veteran 


In each case it issumed entitlement will continue for lifetime. (In case of widow and child it i 


1 child will continue in school from age 18-21 and will not marry before age 21 


OASI and railroad retirement monthly benefits are considered as income for 
irposes of determining whether the annual income of a veteran receiving a 
pension under the VA program is in excess of the $1,400 or $2,700 limitations. 
However, the emplovee’s tax contribution toward the cost of the OASI or railroad 
retirement benefit is first deducted; the remainder is insufficient, even at maximum 
rates, to exceed these income limits. Hence, the $75 VA non-service-connected 
pension is in addition to the OASI or railroad retirements benefits. In any event, 
there is serious question whether the income limitation clause is being effectively 
iforeed, or, if enforced, would be equitable in its present form. This is discussed 
on pages I1I-21 and ITI-22. 
e) An examination was made of 64 cases of World War I and World War II 
veterans and dependents of deceased veterans, picked at random, drawing pension 


2? The smaller amount for th first 10 years, or before age 65; $75 per month after 10 years, or age 65. 
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for non-service-connected disability in the 1951 calendar year. These cases 
reported gross income as follows: 


Dependent 


The above income does not include any VA pension payments, social-security 
payments, or railroad-retirement payments. 

The above two cases (3 percent of the total) in the income group ‘‘over $2,500 
were receiving pensions in excess of that allowed by law which provided a 
limitation of $1,000 and $2,500 on income for unmarried and married persons 
respectively during 1951 Subsequently the limitation was increased to $1,400 
and $2,700, respectively, by Public Law 357, 82d Congress. A synopsis of thi 
two cases follows: 

Case 1 


Reported income $3,152.62 entirely from wages. 
World War I veteran 
Amount of pension, $60 per month. 


- 99 


Combined income of veteran and wife, $5,727.33. 
Total income of veteran and wife plus pension, $6,447.33 


Case 2 


Reported income $4,849.48 entirely from wages 
World War I veteran 

{mount of pension, $60 per month 

Total income including pension, $5,569.48. 

f) It should be recog 
living veteran is applicable to all veterans who meet the disability and income 
test \t the present time there are approximately 19 million individuals in this 
country who at sometime during their life, particularly after they reach age 65 
will be eligible for payments under this program, although they may have n 
service-connected disability \ccordingly, the non-service-connected character of 
this VA program, and the existence of other retirement programs, casts som 
doubt on the necess for and wisdom of permitting benefit payments to veterans 
age 65 or over who also have coverage under the social-security or railroad-retir 


rnized that this pension for disability or retirement for a 


ment systems, 


4. SURVIVORS OF VETERANS~—NON-SERVICE-CONNECTED PENSIONS 


(1953—276,000 cases: annual cost over $169 million World Wars I and II and 
Korea 


a) Veteran pension legislation also provides for a free insurance program in 
the form of pensions to survivors of veterans who died from non-service-connected 
causes. Eligibility requirements for the survivors of veterans of World War I are 
not identical with those established by law for World War II and the present 
Korean conflict \ World War I survivor is eligible for this free insurance merely 
because of the fact that the veteran served in the military and was discharged 
under conditions other than dishonorable; the deceased World War I veteran need 
not have had any service-connected disability. A survivor of a World War II 
veteran, or of a veteran serving since June 27, 1950, does have to establish the fact that 
the veteran had a service-connected disability. However, this service-connected 
disability requirement is misleading since the death of the veteran need not bi 
traceable to nor be related in any manner to the service-connected disability 
Further, the degree of disability is unimportant; a rating of even less than 10 per 
cent (which would not be compensable) constitutes eligibility. Thus, al! veterans 
of World War I and approximately 3 million World War II and Korean veterans 
with service-connected ratings are given free life insurance protection for their 
survivors. Of the 3 million World War II and Korean veterans approximate]; 
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} million are rated 10 percent or more disabled, and approximately 1.4 million 
rated less than 10 percent disabled. 
b) The pension rates for survivors of veterans of World Wars I and II and the 
Korean conflict are as follows: 
Widow: Monthly 
No child_- ioe $48. 00 
1 child 60. 00 
Each additional child 7. 20 
No widow: 
1 child 26. 00 
2 children _ 39.00 
3 children 52. 00 


Kach additional child 7. 20 


As in the case of the pensioned veteran, payments are supposed to be suspended 
hen the annual income of a widow without surviving children exceeds $1,400, 
rv $2,700, if there are surviving dependent children. If the widow’s pension is 
liscontinued because of her income, payments are continued to the children 

ess their respective income exceed $1,400. Social Security and other survivor 
nefit payments (except VA payments) are considered income, consistent with 

regulations applying to veterans, but here again the benefits are usually in- 
ficient to exceed the VA income limitations (see comments regarding the 

thods used in determining income, pp. III—21 and III—22 

c) The following data are submitted regarding non-service-connected pay- 

ts to survivors of veterans of World Wars I and II and the Korean conflict: 


Non-service-connected pension payments to sur 


Number of : i y 
cases —" payment 
to family 


ear 1953 
i War I 257, 847 


rld War II 18, 460 
rean conflict 11 


tal 276, 318 


+] year 1954 
World War I 748, 5O, 25 


World War II 54. 50 
Korean conflict 35 25 60. 00 


Total 


The cost of this non-service-connected VA pension program to survivors 
steadily climb for many vears to come and will be superimposed upon a 
er-increesing cost to the general taxpeyer for social security end railroad 
retirement benefits. More and more widows of World War I veterans, some 
th dependent children, will become beneficiaries. Under present laws there 
will be some increase in cost for World Wer II end Korean veterans’ survivors. 
However, it is understendable that there should be a reluctance on the part of the 
Congress to expand this non-service-connected program for World War II and 
Korean survivors with the same liberal eligibility privileges accorded World 
War | non-service-connected survivors. 

e) Has the Federal Government a moral responsibility to provide pension 
benefits to survivors of veterans for non-service-connected deaths while at the 
same time providing other Federal programs such as social security, railroad 
retirement, and in a more limited way, civil-service survivor benefits? All 
military and naval service after 1940 is credited for social-security purposes at 
the rate of $160 a month without anv cost to the man in the service. Thus, 
servicemen are bemg provided free social-security protection on the basis of 

1,920 free wage credit for each year of military service. This provides free 

e insurance protection to their dependents under the social-security program. Is 

not reasonable to expect the military and the non-service-connected veterans, like 
other wage earners, to contribute (by payroll taxes) toward their retirement or 
survivors’ benefits? Should the Federal Government continue operating two 
programs for the survivors of veterans who die because of non-service-connected 
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ses? The teble o he following page illustrates several examples of mi 
benefits under existil | isiation 
Monthly benefits pevable to non-service-connected veterans, with 
‘manent total dis: tie nsiol and to their survivors, by both the 
ns’ Administration and tl ocial Security Administration (Bureau of Old-A 
and Survivors Ii! I 


ial-security OASI 


benefits ! 


$25 minimum 
$43.20 aver 


ige 


$85 maximum 

0 minimum 
$,0.20 average 
$127.50 maximum 
418.80 minimum 
$36 average 
$63. 80 maximum 


None 


$37.50 minimum 
$77.30 average 
$127.50 maximum. 
$50 minimum 
$93.80 average 
$169 maximum 


ished by statute; average benefit based on amoun 


payable if benefic ary earns wage $75 or more per montt 
iS a result ¢ of widow's wages, or remarriage 
ess of $1,400, if single, or $2,700, if married or has minor « 
xcess of $1,400, or if widow remarries 
cess of $2,704 If widow remarries, or has excess 
1 child, $26; 2 children, $39 


g) It appears that the Congress over the years has enacted certain legislatior 
piecemeal basis without considering all survivor and retirement-ben 
ograms operated by the Government. The veterans’ pension program for 

non-service-connected veterans may have had sound justification when the 
Federal Government was not providing social security and other survivor benefits 
However, these latter benefits were apparently superimposed on the already 
existing VA benefits without full cognizance of the existing VA-pension system, 
and without realizing fully the duplication permitted in these Federal programs 
This problem stems in part, it seems, from the way Congress has been organized 
into committees which consider certain specific problems and may then recommend 
legislation for such specifie problems, without considering thoroughly the interre- 
lationship of all these programs, including those under the j jurisdiction of other 
committees. This arrangement has resulted in a pyrs skola of survivor benefits 
until today there are six agencies that can pay benefits to survivors, viz: 

Veterans’ Administration 

Social Security Administration 

Railroad Retirement Board 

Military Establishment 

Labor Department (Federal Employees Compensation) 

Civil Service Commission 

(h) In this connection there is attached to this report as exhibit A, a report 
dated December 17, 1952, from the Comptroller General to C ongressman Hardy, 
of Virginia, on the matter of Government payments to survivors. This report 
portrays a vivid picture of how the benefits for survivors of veterans have been 
pyramided by piecemeal legislation over the years. 

(i) The determination that the income limitations of $1,400 and $2,700, respec- 
tively, as established by Public Law 357, 82d Congress, are not being exceeded 
seems to require considerable improvement. In January of each year an income 
questionnaire is forwarded to each veteran (or survivor) who is in receipt of non- 
service-connected pension in order to determine his past year’s income and his 
estimated income for the current year. The completed questionnaire is evaluated 
in accordance with VA Regulation 1229 (c), which is quoted as follows: 
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“Determination of entitlement 


1) If the completed questionnaire shows that the anticipated [italics supplied] 
nual income of a beneficiary is not in excess of the applicable statutory limita- 
1, payments will be continued. 

‘(2) (a) If it is shown that the anticipated [italics supplied] annual income of the 
vee is in excess of the statutory limitation, the award will be discontinued effee- 

the date of last payment. * * * 

b) Payments * * * will be resumed the day following the date of last pay- 
nt, if it is determined after the close of the calendar year that the actual income 
1 not exceed the statutory limitation, * * *’ or “* * * from the first of the 
mediately succeeding calendar year if notice is received * * * tl 
ticipated {italics supplied] will not exceed the statutory income. 
From the foregoing it is most apparent that the emphasis is on the anticipated 

come for the new year. Little attention is given to the income of the last year, 
, the year just completed for which non-service-connected pension was paid. 
ly in those cases where there is an obvious discrepancy between last year’s 
ual income and the current year’s anticipated income (without an explanation) 
s a question likely to be raised with the payee regarding the statutory limitation. 
It is not believed that this liberal application of. oe income limitations imposed 

» Congress was intended. In actual practice a veteran (or survivor) may 

eve a non-sery ee pension and income in excess of the ceilings 
ablished by law, and when this occurs, no attempt is made to recover the un- 
ithorized payments since payments are suspended on the date of the last payment 

t as of the beginning of the year in which the excess Income was received) 

It is, of course, admitted that any attempt to recover the year’s payments 
$576 to $900) from the payee would be difficult or impossible, and would in such 
ises tend to defeat the purpose of the program. However, such cases give the 

\eficiaries an advantage over other veterans or survivors who do not receive an 

come in excess of the amount established by the Congress. It would therefore 
seem appropriate and equitable to suspend future payments for a year, or to reduce 

future payments in order to recover by withholding the overpayments made during 

» period in which excess income was received. 


iat t 
+ 


ne mmcome 


5. LIVING VETERANS SERVICE-CONNECTED COMPENSATION 


1953, 1,939,000 cases; 1953 annual cost over $1,300 million. World Wars I and 
Il and Korea) 


a) Compensation payments to World Wars I and II veterans with service- 
onnected disabilities rated at 30 percent of less cost approximately $436 millions 
1951. Most disabled veterans are disabled to the extent of only 30 percent or 
less. For example, amputation of all toes without metatarsal loss, or amputation 
f great toe with removal of metatarsal head are rated as 30-percent disabilities 
64 percent of World War I and 75 percent of World War II veterans) . Estimated 
ists of service-connected compensation payments to veterans of World Wars I 
nd II and the Korean conflict are: 


Service-connected payments to living veterans 


Average 
Annual cost monthly 
payment 


Number of 


cases 


Fiscal year 1953 
World War I ; 3, 
World War II : 7 1, 026, 155 
Korean conflict 33, 182 38, 623, 
TOU... cnx . 1, 301, 003, 
Fiscal year 1954 
World War I 253, 846 228, 461, 400 75. 00 
World War II , 649, 845 1, 033, 507, 815 52.17 
Korean conflict__- ; 3, 186 71, 139, 708 81. 00 


Total a , 976, 33% 923 
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b) Page 194 of the annual report to the Congress for 1952 contains the follow- 
ing information regarding compensation paid to World War I living veterans 
classified by degree of impairment. 


Service-connected disability payments, monthly, World War I veterans 


Average 
mont 
valu 


Percent Monthly 
of total value 


100.0 $18, 149, 483 


47, 610 
143. 693 
3, 421 


npairment represent 63.9 percent of the total cases and in 
y 35 percent of the annual cost for the World War I compensat 
innual value of this program would be $217,793,796 as of June 39, 1 


from page 188 of the ennual report to the Congr 
following information regarding compensation being p: 
veterans, classified by degree of impairment: 


lity payments, monthly, World War II veterans 


Percent Monthly 


Number of total valu 


os 4 ing 30 percent or less impairment represent 74.8 percent of the total cases ar 
$360,000,000 annually or approximately 40 percent of the annual cost for World War II compensat 
nt Based on the above the annual value of this program would be $916,166,712 as of June 30, 19 


Compensation payments to living veterans are based on degree of impair 
ment ranging from 10 percent to 100 percent. Determination regarding the 
degree of impairment for each veteran is made through the joint efforts of VA 
medical personnel who examine the veteran’s physical condition, and a Rating 
Board which, based on the findings of the medical officers, establishes a rating 
comparable to the degree of impairment, using the regulations and disability 
rating schedule developed by the Veterans Administration and approved by 
Congress (Public Law 458, 79th Cong. 

e) The most recent major revision and publication of this rating schedule was 
made in 1945 and has been amended in certain aspects since that date. The 
President’s Executive order which directed the preparation of such a rating 
schedule stated that the Administrator should ‘‘adopt and applv a schedule of 
ratings of reductions in earning c Lpa ity from specific injuries.” [Italic 
supplied.] Public Law 458 permits the Administrator to revise the rating sched 
ule as circumstances warrant. 

The percentage ratings represent as far as can practically be determined 
the average impairment in earning capacity resulting from such disease and 





iries and their residual conditions in civil occupations, of the various grades 
‘severity as set forth with due regard to previous determinations for compe! 
on and pension purposes.”’ (VA Schedule for Rating Disabilities, 1945 ed 
| This language appears to cloak the rating schedule with a factual founda 
at does not acually exist. Translated into concrete examples, this languag: 
hat on the average, a man who 
1) Has asthma, bronchial: moderate in degree, slight to moderate en 
physoma, attacks rather frequent (10 to 14 day intervals), moderate dyspnea 
exertion between attacks, has suffered a 30 percent reduction in his earn 
power 
2) Has an inguinal hernia, postoperative recurrent, readily reducible and 
upported by truss or belt, has a 10 percent reduction in his earning 


rating schedule is not based on studies of the earning capacities of 
duals with these disabilities; so far as can be determined it ‘is based on 
lical conjecture Further, the ratings are applied (by law) to all cases with 
given disability; the actual impairment of earnings from any given disability 
iously varies substantially among individuals with that disabilitv. Some oc 
pational classes are greatly affected: others are not affected at all. This is 
ticularly true in the lower percentage ratings. It is correct and proper, how 
that an individual’s ability to overcome his disabilitv should not be a basis 
penalizing him bv a lower rating. 
Recommendation: An extensive study should be made of the VA rating 
d ile by expert sin ttl is field, including medical and legal personne 1, sor lologists, 
ists, vocational rehabilitation experts and like technical experts The 
should involve examination of the basie structure of the rating schedule and 
rough examination of its application 
! 144, 78th Congress, as il preted and applied by 


nsatiol progres i S lay provid 


hereof every 


taker to have be 


nec 


dle 


ree remedi: 
it} & con pe 
iysical condit mor prevent its 
The veteran is continued or 
ven a higher rating if his condition warrar 
the veteran should be dropped from the rolls fusal to cooperate in 


al advice 


‘ran served 6 months in the service from June 1946 to January 1947 Com 
ned of lumbar ache at time of induction and at separation; no organic disorder 
disclosed at either physical. In May 1950, more than 3 years from date of 

veteran was admitted to VA hospital and given 100-percent-service 

n ed rating for tuberculosis Discharged from hospital AWOL 3 months 
ater. Outpatient medical report 6 months later shows TB was arrested at that 
time Veteran again hospitalized July 1952 Left hospital against medical 
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advice 1 month later. Outpatient report, November 1952, indicated TB activ: 
However, under current law, the veteran continues drawing 100 percent disability 
for TB while refusing to cooperate in his own treatment. 


Case illustration No. 2 
Following is the record of a TB patient in and out of VA hospitals: 

October 1948, entered VA hospital 
September 1949, discharged AWOL 
March 18, 1950, reentered VA hospital 
September 1950, discharged AWOL 
September 1951, reentered VA hospital 
May 1952, discharged AWOL 
October 1952, reentered VA hospital 
December 1952, discharged against medical advice 

In this case the TB condition of the veteran has not been arrested, but has 
progressively become worse. 

m) Reexamination of disabled veterans sometimes results in a lower rating due 
to improvements in the veteran’s condition. In these cases, the effective date for 
termination of the higher rating (and benefit) is the end of the second month 
following the month in which the determination was made. This delay is ex- 
plained by the VA as giving the veteran an opportunity to appeal his lowered 
rating. It seems that the rating and his benefit payment should be lowered 
immediately on the redetermination; if the veteran’s appeal is successful, the 
higher rating and benefits may be paid retroactively. As the policy now stands 
in all cases where rates are successfully reduced the higher prior rate is continued 
for 2 months. This could be corrected by VA regulation without amending legis- 
lation. When a rating is increased, it is effective immediately without waiting 
for the elapse of 2 months. 

Case illustration No. 3 

A veteran was rated 50 percent disabled for dementia praecox, paranoid typ 
from April to August 1946, at which time he was rated 100 percent disabled 
The increased rate was effective immediately. In May 1951 an examination 
disclosed that the veteran was then only 30 percent disabled, and the payment 
rate was correspondingly reduced. However, that reduction was not effective 
until August 1, 1951. Thus the veteran received compensation at the rate of 
100 percent for 60 days longer than seems appropriate, resulting in an excess 
payment of $210. 

n) Compensation payments for service-connected disabilities are made regard- 
less of the income of the recipient. Accordingly, an individual earning $50,000 a 
year, and found to have a rated physical condition, would receive these Federal 
compensation payments the same as a very low income veteran. During the 
course of our work in the agency, 155 veterans’ compensation cases on the rolls 
in December 1951 were selected at random. Thee cases were reviewed so as to 
determine gross income, with the following results classified as to size of income and 
rated degree of disability: 


Relationship of veterans’ income for 1951 to the degree of disability rating (155 cases 
World War I and I1) 


PERCENTAGE OF DISABILITY 


mn 
Income group 10 20 30 40 SOorover| Total | Percent 


0 to $3,000-. ‘ 4 ) f 62 40 
$3,001 to $4,000 7 : é 35 22 
$4,001 to $5,000 ! ‘ 32 » 
$5,001 to $6,000 f : : 12 

$6,001 to $7,000 § fl 6 | 

$7,001 to $8,000 : : 

$8,001 to $9,000 

$9,001 to $10,000 

$10,000 to $15,000 


Total 








rhe above random sample indicates that 40 percent of those veterans on the 
pensation rolls were receiving annual income of less than $3,000. The above 
alvsis of 155 cases indicates that 44 cases or 28.4 percent of the total are rated 
10 percent disabled and earn more than $3,000 per annum. There may be 
bt as to whether there was an income impairment to the individual veteran, 
ticularly in the group earning $5,000 or more per annum (and 10 percent dis- 
1) which represents 8.4 percent of the total sample. The cases rated 10 and 
percent may be classified by income groups as follows: 


Range 


r $4,000 
to $5,000 

» $6,000 
to $7,000 
and up 


Total 100. 0 


Thus there is for consideration whether the 10 and 20 percent cases earning 
ve $4,000 per annum gp emmy 40.4 percent of all such cases) were in 
fact ei ring any impairme nt of income 
Under present income-tax law, a family man earning $3,000 per annum, 
th a wife and one child, has an income tax roughly calculated as follows: 


yme $3, 000 
}exemptions at $600 $1, 800 
Standard deduction, 10 percent 300 

2, 100 

taxable income 900 

lax at rate of 22.2 percent 200 


Out of the 155 cases selected at random, as shown above, 44 cases (28.4 
percent of the cases) were rated 10 percent disabled and had annual incomes 
bove $3,000 per year. Such 10 percent rated cases were receiving $15 per 
onth ($180 per year) in 1951. Thus it becomes evident that it requires sub- 

antially all of the income tax paid by a $3,000 a year wage earner to pay the 
annual compensation to one veteran with a 10 percent rating, although such rated 
veteran may be earning $3,000 to $50,000 a year. A summary of the 10 percent 
rating by wars is: (June 30, 1952) 


World War II 706, 581 
World War I 59, 503 
Regular Establishment 19, 443 
Korean ; 4,929 


790, 456 


\ccordingly, it requires substantially all of the income-tax revenue from 790,000 
taxpayers in the $3,000 per annum bracket to pay only the 10 percent compensa- 
tion cases, who receive such compensation without any income restriction. 
q) Certainly no one objects to payment of compensation for disabilities in- 
red in actual combat or in accidents suffered while in service. These should be 
paid regardless of income. But how about the thousands of cases merely presumed 
) be service-connected? How about those who never left the continental United 
States of America? How about those who entered the service with some physical 
or mental condition that is later observed by the military, which then presumes 
the condition arose or was aggravated through military service? How about 
conditions which develop merely by passage of time, not the result of military 
service, yet are construed to be service-connectea? These are policy questions for 
e Congress to face when establishing an equitable balance between the benefits 
paid to veterans and the taxes levied against all citizens. 

Today we have millions of veterans who served overseas and who saw or 
were exposed to actual combat; however, most of these men returned home without 
any physical impairment whatever. (Out of 16 million men, 1,600,000 are rated 
10 percent or more.) Yet these same veterans who saw foreign service, but who 
are not disabled are today paying Federal taxes to defray the costs of 10 percent 
compensation payments to veterans who never left this country, who saw no 
hazardous duty, but who had some physical condition show up while in the service 
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and accordingly were rated 10 percent disabled. Yet the low rated vetera 
income generally is not impaired. 

s) It would seem that the 10 percent ratings do not reflect any impairment of 
earning capacity, and therefore should be eliminated by law, excepting those cases 
where the 10 percent disability is the result of combat duty or military accident 
The payments in the latter case would then be made on the basis of injuries suffer 
in service, and not on the basis of some physical or mental condition that happen 
to occur or become evident while the man was in service. 

important to give some special attention here to the neurops 
the compensation rolls of the Veterans’ Administration 
2, out of a grand total of 1,632,000 on the compensation 1 
for World War I! there were 377,000 NP cases (23 percent of the total ca 
19 percent of th 377,000 (a total of 151,000 cases) were given disability rat 
f 10 percen t seems very doubtful that disability ratings as low as 10 per 
this category of disabilities are sufficiently disabling to justify anv percenta 
rating. It is likely that such limited or moderate NP condition can be fei 
by the veteran, or that the condition existed prior to induction but was not 
ected or entered on the preinduction physical examination record. It is proba 
that payments of this character serve as a crutch to the veteran and a bar to 
recovery He is cor tantly reminded of his particular condition by the receipt 
a Government I kK every month and probably prefers the moderate NP S\ 
toms to loss of the monthly gratuity check. It is reported that a high percent 
f these cases were given medical discharges prior to embarkation for for« 
duty ‘rious question exists as to the justice of compensating NP veterans, 
li vice outside the zone of the interior, for moderate psychiat: 


( 
he ha s ere | 
Here again we are confronted with the problem of presumption. The ma 
idered he sound at time of induction unless there is clear and unmista 
evidence { yntrary Accordingly, any NP condition that be 
vident while ‘ ‘rvice, or within 1 vear thereafter, is presumed to be ser 
connected Phe hasty aminations made at the time of induction contr 
aterially t | situation Che existence of a moderate NP condition (nos 
ratable at 10 percent mr ably would not be a bar to induction, but if it had 
1 at tl ime of induction would have served as a bar to be cla 
( | me of discharge or within 1 vear thereafter 


of preinduction examining and the recording of findi: 


rdec 
vice- 
ons of P iblic Law ] $4 whic h presumes soun Iness at 


nake ‘ompensation program a costly 


uent negative 
to the one posi 
ad this condition in the pa 

i me extent Mheir « 

1, of the Schedule 

ponsibility of the : 

ht of the whole reco! 
eports into a cons t picture, so that the curr 


he elements of permanent and temporary disal 


medical field of neuropsychiatry lacks a 
ese conditions it appears most diffieul 


fit program because of the constant uncertainty as 


ntial percentage of veterans receiving N P benefits have 
only partially completed grammar school This 


higher ed 
question of the ability to differentiate between merely an uneducated persor 
and and a mentally unbalanced person on the other. Possibly this is not 
at the two extremes, but there is apparently considerable uncertainty 
iddleground area For example, see: 


stration No. 4 
This veteran was inducted on February 26, 1943, and was discharged on May 
5, 1944 He was discharged with a diagnosis of psychosis with mental deficiency 
Immediately upon discharge he was sent to the Veterans’ Hospital at Roanok« 
Va., where the diagnosis was confirmed 1e veteran was rated 100 percent fro! 
May 6, 1944, until May 18, 1944, at which time he left the Roanoke hospital agains 
medical advice From May 19, 1944, until November 27, 1945, he was rated 
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nt disabled and from November 28, 1945, until March 19, 1947, he was rated 
recent on the basis of several intervening examinations - Veterans’ Adminis 
on. From March 20, 1947, to date the veteran has been rated 100 percent 
it d 
Che above case is cited to point up two doubts raised in our minds regard- 
he assignment of disability ratings in NP cases. The following is a quote 
one of the examinations of the veteran and is consistently recurrent in each 
s examinations: ‘Psychosis with mental deficiency manifest by a history of 
completing 6 grades of school during a period of 12 years, qutting at the age 
7, illiteracy, inability to perform the most simple mathematical problems 
The first of these doubts concerns itself with attributing service con- 
ion to a psychosis superimposed on a mental deficiency when, as in this case 
veteran had no overseas or combat duty. The second doubt is raised by the 
hat after being reduced to 10 percent for approximtately a year and a half 
rther manifestation of his psychosis is referred back to service incidence. We 
that this veteran’s entire history seems to indicate that his condition is pri- 
ly one of mental deficiency and that any manifestations of psychosis are 
butable to that cause rather than to his having been in the Army 
We examined cases in which two NP specialists showed marked disagree- 
t as to the veteran’s condition. The extent of the disagreement varied among 
cases; however, in one extreme case the first specialist diagnosed the veteran 
ormal, not disabled. Another specialist examined the man and based on the 
e facts diagnosed the veteran 100 percent disabled. 
We have examined the NP cases in which the veteran was receiving 30, 40, 
50 percent benefits while concurrently pursuing full-time employment com- 
irate with his education and experience. The following case is worthy of 
tion: 
ise illustration No. 5 
This veteran entered active service on June 3, 1944, and was discharged on 
11, 1946, with medical history—neurosis; obsessive compulsion. In June of 
he replied to a request for physical examination that it would have to be 
oned due to the fact that he was taking final examinations at the University 
Virginia. In July of 1947 he was diagnosed as having neuroasthenia with de- 
ve features for which he was rated 10 percent. His condition grew progres- 
ly worse and on October 9, 1947, he was rated 70 percent disabled for psychosis, 
pomanic, manic depressive, which has continued to date. There is evidence in 
folder that the veteran was attending the University of Virginia from at least 
vember 1947 through May of 1948. We feel that a 70 percent rating for 
thosis and maintaining a curriculum in a university are mutually ee 
There were cases of veterans who suffered complete breakdowns while 
ice and subsequently recovered, following normal lives. During this latter 
period Veterans’ Administration continued minimum benefits. Then after 6 or 7 
ars of normality the veteran was confronted with overwhelming domestic or 
ancial problems and suffered another breakdown. The Veterans’ Administra- 
on considers this latest breakdown as service-connected and increases benefits 
100 percent maximum, depending on veteran’s condition. This latest Vet- 
rans’ Administration action se¢ me illogical, as any person with no previous NP 
story might well break down under similar circumstances. 
bb) Since it seems that it may not be difficult to feign mild NP symptons, it 
possible that untruthful veterans are fraudulently receiving NP benefits. 
Some of these symptoms are: nervous, unable to sleep, nightmares, do not like 
rowds, headaches, or worrying, any or all of which are related to the examining 
physician by the patient. If the veteran’s service medical records also show 
ich complaints, there is a good possibility benefits will be granted. 
Most individuals who are considered normal have some characteristics 
ch are not normal when rated against certain standards. They may have a 
deney to hostility, to sullenness, to compulsion of some sort, or any one of a 
mber of characteristics which might be rated as moderate in degree. If the 
le population were to be so examined and accordingly rated on these moder- 
symptoms, this Nation might well have an appalling number of NP cases 
\ccordingly, it is appropriate that this facit of the VA compensation program 
lrastically curtailed and redefined, so as to remove a high percentage of the 
11,000 cases rated NP for 10 percent or less. Veterans who saw foreign service 
a theater of war might be excluded from this curtailment of the program \ 
) percent reduction in the num >er of 10 percent NP cases involves approximately 
9,000,000 per vear. 


32490—53 
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DECI ASED¥ ETERANS SURVIVORS SERVICE-( ONNECTED§JCOMPENS ATION 


(a) That part of the veterans’ compensation program relating to payments 
made to survivors of veterans whose death was traceable to military service 
to disability occurring as a result of military service appears to be appropriat: 
This type of program is related directly to the Government’s responsibility t 
survivors of servicemen or veterans whose death is traceable to service in tl 
Armed Forces. This program accordingly is not subject to any criticism. How- 
ever, this program is not the only one providing compensation to survivors of 
service-connected cases. ‘There are several others, as explained in exhibit A 
The result is a situation where the survivors frequently collect a higher month! 
income from the Government than the monthly pay and allowance while the man 
was alive 

The following summary information is taken from the Comptroller General’s 
letter of December 17, 1952 (see exhibit A for details): 


Effective monthly incor 
to survivors 
Monthly in- 
come to m ] 
while alive First 6 
months after 
death 


Fro 
montt 
througi: 12( 
months 


id wife only dependent $158. 32 $274. 92 
: I 

214. 69 440, 09 

249. 78 513. 88 


460. 72 621.14 
520. 98 731. 50 


It is evident from the above summary and details in exhibit A that further con- 
gressional consideration should be given to the survivors program for service- 
connected compensation as well as non-service-connected pensions. 

(b) The following comparison is made between service-connected compensation 
payments to survivors and pension payments to survivors of non-service-connected 
cases: 

Monthly pay me nts to survivors of deceased veterans ! 


Service-connected Non-service-connect 
compensation pension 


Number of mual cost Number of Annual cost 
families 1 families in million 


World War I 


seal year 1952 


r 1954 


I 
Fiseal year 1953 
I 


il yea 

World War II 
| 1 vear 1952 
} ear 19 


Fiscal year 1954 
»f $10,000, socia curity, and railroad retirement 


» above table that the current law and related 
istration are such that it is costing the Gove1 
nore than ree tin as much to finance the non-service-connected Worl 
War I cases as it is costing to finance the service-connected cases of that was 
Thi an indication of the possibility that the non-service-connected pensio! 
for World War I are altogether too liberal and that legislative review 
» made to consider the possibilities of restricting this program, particular! 
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view of developments during the past generation through the Social Security, 
Railroad Retirement, and other systems. 
1) In summary, it is evident from the material in attached exhibit A, and in 
e comments made on the insurance and indemnity programs, that extensive 
mgressional study of the survivors’ benefit program is needed. This is partic- 
larly significant in connection with the indemnity provisions of Public Law 23, 
ich provides $10,000 free insurance protection to all men in the service. As of 
February 28, 1953, there had been 10,306 approved claims for a value of $80 
lion approved under the indemnity provisions of Public Law 28. 


CHAPTER X. SELECTED CaAsE HISTORIES 


In the course of study of the VA budget, a small sample of veteran’s case files, 
nd the 1951 incomes of several hundred veterans were examined and matched 
1 records on hospitalization, compensation or pension payments. As might be 
pected, it was found that abuses of veterans’-benefit programs are limited to a 
ery small percentage of all cases. Abuses do exist, however, and action should 

‘taken to see that they are eliminated. 

Congress should redefine the expenditure philospohy to be followed by the VA 
\dministrator. At present that philosophy is one of liberality in granting a 
eteran’s claim—something akin to the attitude that the claim should be allowed 
inless the Government can prove it should not be. An attitude that the claim 

ould not be allowed unless the veteran has a clearcut case to prove it should be 
illowed, would substantially reduce costs. 

The following case histories are offered as illustrations of some of the abuses 

erent in the VA program. 


PART I.—COMPENSATION CASES 

ase No, 1 

World War II veteran; Army service; approximately 2 years; no service over- 
as; medical discharge for varicose veins, chronic, severe, cause undetermined. 

rtificate of disability for discharge stated the disability was not incurred in 
ervice, existed prior to induction, was not aggravated by service and was not in 
ne of duty. Man is receiving $15 per month compensation for 10-percent 
lisabilitv. 1951 income from salaries and wages as an engineer with a manufac- 
turing company was $5,543. VA pays compensation when induction medical 
exam fails to show the disability shown at discharge. 


Case No. 2 


World War II Army veterans; served 4 years, 5 months; no overseas service. 
Discharged with weak feet, pes planus, aggravated by service; 10 percent compen- 
ation or $15 per month. Pes planus nonsymtomatic shown on his induction 

ort Noted on discharge examination as symptomatic. Veteran is owner of 
a butcher shop. 1951 net profit was approximately $8,500. 

No. 8 

World War II veteran; Army; served 22 months; no overseas service; medical 

charge for herniated intervertebral disk. (Lame back.) Receiving 40 percent 
lisability or $60 a month. Veteran reported he had pains in his back since 1934. 
Medical discharge indicated disability existed prior to entering the service but was 
ieravated by service. Soldier was hospitalized December 15, 1944 He reported 

had twisted his back while home on furlough December 13, 1944. 1951 
imnings as a clerk with a life insurance company were $5,283, plus $250 other 
arnings. 


No. 4 


4 
World War II veteran; served 23 months in the Navy; no overseas service. 
‘eived a medical discharge by reason of a duodenal ulcer; receiving 10 percent 


mpensation or $15 per month. Medical survey states ulcer existed prior to 
listment and that condition was not aggravated by service. Veteran had 


g 


44 income as salesman in 1951. 
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Case No. 5 


World War II Arm eteral t vears 7 months service including 26 mor 
overseas. Tore ligament right knee plaving basketbali overseas. Receiving 
percent disability or $15 per month Reported to VA that he has conti 
plaving basketball since his discharge. Returned to active duty in 1950 for 
period of about 3 weeks. Received VA hospitalization, nonservice connect 
for hernia in 1948. Operates a beer depot in partnership and reported 1951 shar 


of partnership profits as $5,413 
Case No. 6 

Veteran of World War I and World War II; served September 1915 to Sept 
ber 1919 and March 1943 to December 1945 in United States Navv. Recei 
10 percent disability or $15 per month by reason of fourth finger right hand be 
stiff. This is World War I injury Veteran is a marine pilot: had 1951 earnir 
of $5,936. 
Case No 


World War II Army veteran: served 24 months: 17 months overseas in t} 
ETO Record indicates hernia, back trouble, asthma, aggravated in the servi 
and dermatitis. Veteran receives 60 percent disability or $102 per month. W 
hospitalized in 1948 for chronic asthma Veteran had asthma prior to enteri! 
service but findings indicated asthma became aggravated while in service. Vet 
eran had 1951 gross earnings of $14,500 of which $14,300 was salarv and wags 
as a druggist 


Case No. 8 


World War II Army veteran; 35 months service: 15 months overseas: receive 
medical discharge for duodenal ulcer, chronic, severe, cause undetermine 
Receives 10 percent disability of $15 per month. Certificate of disability discharg 
idicates ulcer existed prior to entering into service but was aggravated | 
active service. In 1951 veteran earned $5,595 as a laborer with a manufacturit 
ompany and his wife earned $2,259 as a machine operator in a manufacturi: 

ompany 


Case No. 9 


World War I Army veteran; 10 months service, partly overseas. Is rated 
100 percent disabled by reason of pulmonary tuberculosis; receives $195.50 per 
month compensatior Veteran is a legislative counsel for a large insurance 
company Karnings in 1951 were $10,196. 


Case No. 10 


World War II veteran; served approximately 5 years; Kuropean theater 
vears; 10 percent disabilitv for psychoneurosis, anxiety reaction. Vetera 
earned $6,994 in 1951 as a switchman. 


PART II. PENSIONS (NONSERVICE CONNECTED 
Case No. 11 


World War I veteran; served 16 months, 6 months overseas. Exminatio 
in 1949 indicated 60 percent disability; non-service-connected heart diseas¢ 
Income questionnaire dated January 12, 1952 reported total income from all 
sources during 1951 at $1,750. State income tax return for 1951 showed total 
earnings of $4,849 as toolmaker in manufacturing company. Was receiving 
pension of $60 per month in 1951 and 1952. Law prohibited pension payment 
to married veteran whose income exceeded $2,500. Veteran has been married 
Case No 12 

World War I veteran; 15 months service; none overseas; no disability on dis 
charge. In 1949 awarded a disability pension of $60 per month, on the basis of 
arteriosclerotic heart disease, myocardial damage and insufficiency. Incom« 
questionnaire to VA dated January 17, 1952 reported no income in the year 1951 
State income tax return for 1951 showed total gross receipts of $2,009. VA 
income questionnaire indicated veteran was married with children. Income tax 
return indicated veteran was single with mother, father, and sister as dependents 
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INSURANCE SERVICE 


\ir. Jonas. I had a question 1 wanted to ask. 

If this information is already in the record, Mr. Chairman, just 
rike out my question. 

| would like to have a statement showing the per policy cost of 
rvicing each national service life insurance policy. 

\ir. Beck. I have such a statement 

Mr. Jonas. If vou have it now, just put it in the record now. 
Mr. Puirturps. How long is this statement? 

\ir. Beck. We prepared this information which has considerable 
planatory data to it, but I can give you a statement rather briefly, 
think 

Mr. Jonas. Can you do this—give the total number of policies? 
Mr. Beck. Yes. 

Mr. Jonas. What is that total? 

Mr. Beex. Seven million—this is national service life insurance 

15,833. That’s the figure for fiscal vear 1952. 

‘his is the cost based on the operation for 1952, the last full calendar 
ar at the time this was prepared. 

We find within the Veterans’ Administration itself—that is, within 
© insurance service of the Veterans’ Administration—a cost of 
$49,263,429. Now, that includes all salaries appropriated. It in 
udes space charges, supplies and the various—all the items that go 
to a cost of operation. 

Othe: divisions of the Veterans’ Admuinistiation or services of the 
Veterans’ Administration that furnish service to us, such as the 
{ministrative service, claims, finance service, personnel, construction, 


supply, principally supplies, and general administrative and _ legal 
ervice, and medical service—the total would be 11 millior 

Mr. Jonas. In addition to the 49? 

\ir. Beek. That is in addition to the 49 That total would be 
S11.338,.095 

The total in the VA itself, $60,601,524 


The other agencies of the Government which would have an ex- 

nse involved in this—the total cost was 8 million. 

Do you want it broken down by the agencies we consider 

Mr. Jonas. If you have it available. 

Mr. Becx. The Department of Defense, $4,195,498; Post Office 
Department, $2,070,847; Treasury Department, $1,294,340; General 
\ecounting Office, $229,857; the Justice Department, $210,185; Civil 
Service Commission, $118,681; Federal Security Agency, $19,248 

That makes a total of all other agencies of $8,138,656, or for a grand 
otal of all expenses, $68,740,180. 

And based upon the number of policies—the number that I gave 
ou a moment ago—a policy cost of $9.13. 

Mr. Sreriine. Per annum? 

Mr. Beck. Yes; that is an annual cost. 

This entire report on that question is House print No. 55 

Mr. Jonas. House committee report? 

Mr. Breck. Yes; House committee print No. 55, May 15, 1953. 

Mr. Jonas. That is all, Mr. Chairman. 
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VocaTionaL REHABILITATION] 
INSTITUTIONAL ON FARM TRAINING 


Mr. Puriiipa. I want to take up the matter with Mr. Odom and 
I think Mr, Coie, that I mentioned just before we recessed, and that 
is the correspondence between a member of the Senate and the Goy- 
ernor of South Carolina regarding the withholding of funds from th, 
State of South Carolina in connection with—lI think it was entirely 
farm training. 

Mr. Opom. Institutional farm training. 

Mr. Puruuirs. This was all farm training? 

Mr. Opom. This was in South Carolina. 

Mr. Puintures. This was in South Carolina, was confined to agri- 
cultural training, and it appears the Veterans’ Administration with- 
held funds from the State of South Carolina because they discovered 
there was, in the belief of the VA certain evidences of misappropriation 
or misuse of the funds. 

Mr. Odum, perhaps you could make a brief statement regarding 
this case better than I could by attempting to quote from separated 
paragraphs in different letters. 

Mr. Opom. I shall be glad to attempt to do so, Mr, Chairman. 

We must go back to fundamentals in this: That when a govern- 
mental agency, such as the Veterans’ Administration, has made an over- 
payment or has a liquidated claim against a contractor, or someone with 
whom it is doing business, under general governmental principles 
and I can look at the gentleman from the General Accounting Office 
here to back me up on this matter—the governmental agency is sup- 
posed to see that money is recovered for the Government. 

In the usual run of cases, a certifying officer of the agency could be 
held liable for paying out any further funds, unless he does recover or 
recoup anything which is due the Government growing out of its, 
this agency’s, transactions. 

There are exceptions to that which the General Accounting Office 
or Which the present Comptroller General at least—has permitted us 
to make, and I’ll come to one of those exceptions very soon. 

The situation in South Carolina is about this: Some 2 years ago it 
came to our attention that a considerable number of veterans were 
purportedly in institutional-on-farm training in a certain county in 
South Carolina when they were not in training at all. 

We put a special force of investigators on that, including my own 
field investigators, some of Mr. Coile’s rehabilitation people and other 
employees that we could borrow from other services, so that we investi- 
gated throughout that county, the adjoming counties and some other 
places in the State. 

The result was that, according to the testimony or the evidence 
which we received—and, incidentally, most of that evidence has 
already been made available to the State, and all of it will be if the 
Governor accepts our proposal—showed that something less than 200 
of those veterans had been permitted to enter courses of training in 
institutional-on-farm training and been reported from month to month 
as being in such institutional-on-farm training without actually being 
in such training 
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The contract was with the State, as was the instance in some other 
States, whereby the State undertook to give this institutional-on- 
farm training in accordance with the statute, Servicemen’s Readjust- 
ment Act, as amended, and the regulations of the Veterans’ Adminis- 
tration. 

Specifically, they were to put no man in training unless he had, 
inder his control, a suitable farm, was actually going to engage in 
farming, in the training, and his course was laid out for him in accord- 
ance with the law and the regulations. 

Those contracts originated prior to Public Law 610, but under 
Public Law 610 of the 81st Congress, section 7 of the statute provides 
that any training institution—and under these circumstances the 
State was a training institution by virtue of its contract—who, 
through negligence or misrepresentation, failed to report discontinu- 
ance of training would be liable within the discretion of the Adminis- 
trator for not only the tuition paid but for subsistence thereby caused 
to be paid to a veteran or veteran when such veteran or veterans 
were not entitled to such subsistence. 

As a result of these investigations, and in summary, it was found 
that, by virtue of those principles of law, the State owed the Veterans’ 
\dministration or the United States Government a considerable sum 
of money. Part of that was made up of tuition, which had ben paid 
the State and which should not have been paid; a part of it was made 
up of subsistence, which had been paid to certain veterans to which 
they were not entitled, but which they got by reason of the State 
employees putting them in training when they should not have done 
so, and continued them in training when they were actually not in 
training. 

General Gray has expressed his desire to Governor Byrnes to adjust 
the matter to the Governor’s entire satisfaction. 

As stated in the letter which he wrote you, he is willing to appoint 
a special committee to work with the Governor’s committee to go 
over all the facts and agree, if possible, upon the facts. 

We have gone further. We will agree with that State, as we have 
done with 1 or 2 other States, to pay them all the money which we 
owe them, with an agreement that they will sit down with us and 
determine how much they owe us, and that when it is determined 
and agreed upon as to how much they do owe us, that the Governor 
will then submit the matter to the legislature of the State for appro- 
priate consideration. 

We do that for several reasons. To begin with, we have a clear 
answer with the General Counsel’s Office of the Comptroller General 
that we can deal with States that way rather than insisting upon 
recovering the money right now. Also, it permits a State to continue 
these programs until they are completed, and we can pay them so 
they can pay their teachers. 

These States have no money to do this work, except what they get 
from the Federal Government; but by paying them in this manner, 
under such an agreement, they can continue the programs and then 
their indebtedness to the Government can be settled later on. 

We have not heard from Governor Byrnes as to whether he wants 
to enter into such an agreement. 

We have entered into such agreements with other States. 
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I think that is the sum of it. 

With respect to the proposal, however, Mr. Chairman, that 
ite m be put in the appropriation act which would preclude the Vet; 
ans’ Administration from withholding money from a State, except for 
fraud or misrepresentation on the part of the State’s officers, just as 
an aside, I am not quite sure what is meant State officers there becaus 
all of these teachers who were involved in this matter were at least 
employees of the State, whether they were officials of the State o: 
not; but in any event—— 

Mr. Puinures. There was a case in California of about 20 years 
ago which held that, for certain purposes—namely, the duplication of 
salaries between a man drawing a teacher’s salary and at the sam 
time drawing a salary as a member of the State legislature —the Vv Wi 
not in that sense Federal employees but were employees in the schoo 
system. 

Now, does that enter into the case here? 

Mr. Ovum. I don’t think that would necessarily involve this; but 
I believe the agreement or adjustment, when it is made, will certain] 
show that most of what was done here involved fraud or conspiracy 
on the part of certain employees of the State—call them that—and 
certain veterans. 

Mr. Puriures. Well, it seems to me, Mr. Odom, the meat of th: 
coconut is that you have agreed to have a meeting with representatives 
of the State of South Carolina 

Mr. Opvom. That is correct 

Mr. Putiurps. And to work this out and to go, if necessary, to thi 
extent of advancing the money 

Mr. Opom. That's right. 

Mr. Puriures. Under some sort of an agreement 

Mr. Opom. That is correct. 

Mr. Puiuuips. By which the State, in effect, might have to pay 
some of it back 

Mr. Opom. That is correct. 

Mr. Puiuures. If the amount determined were in favor 
Veterans’ Administration? 

Mr. Opom. That is correct; but the other objection to the proposal 
to put any such legislation mto effect, in the wording that was given 
as pointed out in the Administrator’s letter, would go much furthe: 
than it would seem to, because it would prevent at least the Veterans 
Administration and possibly the General Accounting Office from 
making settlements with the State for sums which were concededly 
due the Government, not because of fraud or anything else—just 
because they had been overpaid; and certainly such adjustments must 
be made. 

Mr. Puiuurps. Are there any particular questions on this? 

Mr. Jonas. How much does it involve? 

Mr. Corte. About $105,000. 

Mr. Opom. In South Carolina. 

Mr. Jonas. Was it restricted to one county? 

Mr. Ovom. Mostly. There were a few cases in some others. 

Is that not correct, Mr. Coile? 

Mr. Cotte. Well, I would say it is principally in an area involved in 
a county and some adjacent territory to that county, although ther 
were scattered cases throughout other areas of the State. 
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\ir. Putuurps. As I understand the situation, the incident occurred 

a county. The money, however, had been paid out to the students 

hat area. Now, the money being withheld from the State of South 

Carolina is money which the Veterans’ Administration pays to the 

State; and, therefore, it is being withheld not from that county, but 

om the whole State—and this is money which the State of South 
irolina intended to subvent to the school system: 

Mr. Opom. To pay the teachers. 

Mr. Puiturps. The vocat:onal-school system as a whole—and, there- 
fore, to pay the teachers’ salaries. 

So, what is really happening is, because of a condition in one county 
of South Carolina, all of the vocational teachers of the State are in 
(fect being penalized unless the State of South Carolina comes for- 
ard with a hundred thousand dollars or more of its own money. 

Mr. Opom. I think that is essentially correct. 

Mr. Corte. I think it should be plain, however, the total salary of 
these teachers derives from the money paid by the Veterans’ Admin- 
tration to the State of South Carolina. In other words, their total 
alaries are paid out of moneys that are paid under the contract of 

e Veterans’ Administration with the State of South Carolina. 

Mr. Puiuures. It isn’t clear to the State of South Carolina, the 
Senator from South Carolina, nor some of the members of this com- 
mittee why money is withheld from all the teachers in South Carolina 
who had nothing to do with the incident because of something that 
happened in one county. 

Mr. Corie. All the teachers that are engaged in this are under the 
mploy of the State. 

Mr. Jonas. Let’s get that clear. Is that true, or do you mean an 
instrumentality of the State, or do vou mean the State as a unit itself, 
or is it the school system? 

Mr. Corie. The instruction is given in the local schools—that is the 
buildings, of local schools are utilized—but these teachers are paid by 
the State. 

Mr. Jonas. By State vouchers? 

Mr. Corte. From funds received under the contract of the Veterans’ 
\dministration. 

Mr. Jonas. In that sense, they would be, as Mr. Odom points out, 
employees, certainly, of the State and not of the school system 

Mr. Stirruinc. No question about that. 

Mr. Jonas. Because they are engaged by an agency of the State 

Mr. Corte. That is correct. 

Mr. Jonas. And paid by this agency. 

Mr. Corte. That is correct. 

Mr. Paiturrs. Who pavs the school teachers? 

\ir. Corte. In South Carolina the checks, as I understand it, are 
ssued by the State itself. 

Mr. Puiuurps. The paycheck to the teacher is a State check? 

Mr. Jonas. I think, Mr. Chairman, the Governor is probably under 
the impression that these are regular school teachers employed by the 
school district and not teachers engaged only in this agricultural 
program. 

Mr. Puriures. Well, Mr. Odom, Mr. Sterling, Mr. Coile, if there 
is any way this can be resolved without requiring the Appropriations 
Committee to put language in the bill 





808 


Mr. Opom. | am sure it can be, Mr. Chairman; and while we have 
not heard from Governor Byrnes, I think that the time perhaps has 
not permitted him to give adequate consideration to our proposal, 
but I see no reason—well, I don’t know of any reason—why he 
shouldn’t be willing to enter into the same kind of agreement we have 
had with some other States. 
my Mr. Jonas. Mr. Coile, the VA has a list of the veterans in South 
Carolina who received this money? 

Mr. Cortz. Yes; the Veterans’ Administration does, in the regional] 
office, have the individual veterans identified by name and number. 

Mr. Jonas. Do you have those names flagged on your records so 
as to stop benefits being paid to them under other programs? 

Mr. Corte. That is correct. We withhold payments under other 
programs to liquidate those payments to the veteran. 

Mr. Jonas. Are you making any outside effort to collect from the 
individual veteran, and will you do so? 

Mr. Corte. Yes, Mr. Congressman, in every case we attempt to 
collect from the veteran, and even though we may recover moneys 
from the State of South Carolina—that amount will be credited to 
the State if we subsequently collect from the veteran. We will not 
collect the money twice. In other words, we will not collect from the 
veteran and also hold the State liable. 


ReEviIEwW OF PROGRAM REQUIREMENTS 


Mr. Puiturps. Now, I have a suggestion to make to the committee. 
We have covered those areas of this bill which I think have differed 
materially from previous years, and concerning which, especially in 
the hospital program, there has been some question and some dis- 
cussion. 

If I can make two statements, | think perhaps I can abbreviate 
the hearing. 

Mr. Puiuutips. First, in regard to items 1,000 to 7,000, our investi- 
gating staff is not entirely in agreement with the figures that come 
down as a final figure in the revised budget. 

Mr. Stirling, will you accept our investigators’ or would you rather 
have your own figures? 

Mr. StrruinG. Since vou asked the question, Mr. Chairman, we 
are concerned about 2 points, or 2 items. 

Mr. Puruures. I just asked if you would rather have our figures or 
yours. 

Mr. Stirtinc. We would rather have our figures. 

Mr. Puiiures. That is fine, because our figures are somewhat 
higher than yours 

Thank you very much, Mr. Stirling. 

Mr. Stiruinc. Well, no—-what are vour investigators’ figures, Mr. 
Chairman? 

Mr. Puitures. They run several million dollars higher than yours 
on the total. 

Mr. Srrruinc. You mean you will give us more money than is here? 

Mr. Puriures. Well, I was going to, but you would rather not. 

All joking aside, it is the intention of the committee, without fur- 
ther hearings, if satisfactory to all, to review those figures very care- 
fully. I think they will come out at propoitionatly the same amount, 
and certainly the final figure will come out at the same amount, or 
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proximately so; but there may be adjustments inside all the pro- 
ms we have heard. 
have had a full hearing on the hospital 8,000 area. Unless 
embers of the committee wish to ask further questions, I think we 
ve about all the information we need on the record; and if the 
mbers of the committee will be satisfied for me to instruct Mr 
rand Mr. Duvall, our clerk, to get together and see that each of 
these items has in the record not only the figure that appears in the 
res I have already giver to the reporter, but also the desctiptions 
and the justifications which appear on the pages of the long sheets, 
ch you already have, that will complete the record and I will open 
to questions by other members of the committee and then recess it. 
Does anybody object to what I am trving to do? 
lhe summary statements follow: 


( ompen salion and pensions 


idget estimate fiscal year 1954: 
Original $2, 546, 291, 000 
Revised 2, 500, 000, 000 


Increase (-+-) or decrease | revised over original 16, 291, 000 


ds requested under this appropriation are required for the payment of 
pensation and pension to veterans and/or their dependents. The revised 
nate contemplates a small balance remaining at the end of the current year 
1 a slight reduction in the original estimate of the number of World War I, 
service-connected veterans to be added to the pension rolls 


Readjustment benefits, Veterans’ Administration 


Fiscal year 1954 Increase (+ 
or 
decrease ( 
Original Revised revised over 
printed hodaet original fiscal 
budget year 1954 


ition or estimate $884, 962,000 | $788, 987, 000 $95, 975, 000 
from prior year 68, 676, 000 +-68, 676, 000 


lotal available for obligation 962. 000 857. 663, 000 27, 269, 000 
iVailable in subsequent year 68, 676, 000 68, 676, 000 


Obligations incurred 1, § 7388, 987, 000 95, 975, 000 


Revised estimates for fiscal year 1953 indicates that there will be an unobligated 
balance at June 30, 1953, of $68,676,000. This surplus is the result of Korean 
veterans not enrolling in training as promptly as was anticipated, a reduction in 
average cost per trainee under Public Law 346, and a reduction in requirements for 
loan guaranty and readjustment allowance payments. Due to this unexpected 
carryover from fiscal year 1953 the appropriation requested for fiscal year 1954 
nay be overstated to this extent. 

he fiseal year 1954 estimate of a monthly average number of veterans in train- 
ng under Public Law 550 has been reduced from 475,000 to 400,000. This 
Will result in a decrease of $90,900,000 in estimated expenditures for this purpose. 
\ further reduction of $5,075,000 has been made in loan guaranty payments. 


Veterans miscellaneous benefits 
riscal year 1954: 
Original printed budget $35, 743, 000 
Revised budget 35, 3, 000 


Increase (+) or decrease (—) revised over original fiscal vear 
1954 


Che total amount requested for this appropriation has not changed. 
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Vilita j and naval insurance 


Budget estimate fiscal year 1954 
Original 
Revised 


Inerease or decrease revised over original 


The expenditures in this appropriation are quite stable and there is no re 
for the fiseal year 1954 requirements 


Vational s¢ ce life insurance 
Budget estimate, fiseal year 1954 


Increa 
or dec 


ransfers from appropriation fund 
Deaths due to extra hazard of military service $9, 401, O81 $25, 731, 
Premium waiver due to extra hazards of military service 4, 463, 773 4, 463, 772 
Waiver of recovery of erroneous overpayments 83, 888 83.8 
Gratuitous death claims 5, 000, 
lotal disability due to extra hazards 19, 246 19, 2 
Death while under waiver, Public Law 23, 82d Cong 31, 588, 200 422, 2 
lotal transfers 45, 556, 188 74, 720, 
direct payments from 2ppropriatior 883, 597 883, 
Premium receipts to appropriatior 603, 785 603, 7 


lotal, net requirements 45, 836, 000 5, 000, +29, 164, 01% 


Most of the costs of this appropriation are the transfers to the national servic« 
life insurance fund for deaths and disabilities due to extra hazards of militar 
service and for deaths of servicemen who elected waiver under provision of Publi 
Law 23, 82d Congress. In addition present indications are that Filipino gra 


tuitous insurance claim awards will run into fiscal vear 1954. 

Because of increased costs under section 607 (b), deaths and disabilities due t: 
extra hazards of military service, section 622, deaths while insureds were under! 
waiver, and 602 (d) (2), gratuitous death-claim awards, a total of $75,000,000 
will be required for the appropriation in fiscal year 1954. Most of the increas 
costs arise from deaths due to Korean hostilities 


Budget estimate fiscal vear 1954 
Original 604, 000 
Revised 18, 000, 000 
Increase (+) or decrease revised over original + 3, 396, 000 

The total amount of claims awarded have accelerated each month since thi 
servicemen’s indemnity coverage was established by law. Present indicatior 
are that the total amount to be processed in this fiscal year will be $62,400,000 
This amount added to the $44,250,500 awarded through June 30, 1952, makes ¢ 
total of $106,650,500 on which monthly payments at $9.29 per $1,000 will be mad 
in fiseal year 1954 or $11,888,432 (adjusted by $966 round off in fiseal vear 1953 
supplemental requested). 

It is anticipated that $61,100,000 in claims will be awarded in fiscal vear 195 
on which the monthly payments to beneficiaries will total $6,111,568. The tota 
amount of installments to be paid to beneficiaries in fiscal vear 1954 will be t! 
sum of $11,888,432 and $6,111,568 or $18 million. This total exceeds the origina 
estimate of $14,604,000 for fiscal vear 1954 bv $3,396,000. 
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Grants to the Re public of the Philippines 


Increas 
or 
decrease | ‘ 
Original revised over 
printed wetter original fisea 
budget ae } year 1954 


care and treatment of veterans $3, 285, 000 }, 28 


5.000 | 
ited unobligated balance 


7385, OOO 


ited obligations » 500, 000 


f 


nds requested under this title for fiscal vear 1954 are 
sions of Public Law 865, 80th Congress, 
ent for eligible Philippine veterans. 


to carry out ti 


which authorizes medical care and 


ased on experience since the preparation of the original estimates, it now 
ars that $785,000, as indicated above, will be in excess of the stated require 
s. ‘hese funds will be used to make grants to the Republic of the Philippines 
imburseinent for the cost of medical care and treatment of an averag: 
patient load of 810 veterans at $8.50 per patient-day. As of March 31, 1953, 
802 veterans had been determined eligible for hospitalization under Publie Law 
However, only 1,389 had actually requested admission and had been 
tted to existing hospitals in the Fhilippines. As of the end of March 619 
is number remained hospitalized. 
e appropriation of $2,861,500 for fiscal vear 1953, under this title, now 
i to be excessive and it is probable there will be 
+000 


ap- 
an unobligated balance of 


Hospitel and domiciliary faclities 
ul vear 1954: 
Original printed budget 


$92, 368, 000 
Revised budget 


0 


Increase (+) or decrease revised over original 
vear 1954 


fiscal 
92, 368, 000 
rhe revised plan for the construction program under this appropriation cot 
lates only completion of work within funds currently available. Eliminatior 
he $92,368,000 originally estimated for 1954 has the following effect on the 
vrai 


Continued deferment of construction of the following new hospitals: 


Cleveland, Ohio, 500-bed G. M. and 8. 

2) San Francisco, Calif., 1,000-bed NP 
lopeka, Kansas, 1,000-bed NP. 
Washington, D. C., 500-bed G. M. and 8S. 


s also understood that completion of design of the foregoing 4 hospitals 

e Cleveland, Ohio, 1,000-bed NP hospital will not proceed at this time 

Elimination of 9 rehabilitation and modernization projects at existing facil 
sin the amount of $13,020,000. 


Hospital and domiciliary facilities (liquidation of contract authorization) 


Original printed budget $21, 185, 664 

sed budget 21, 185, 664 
Increase ( or decrease (| ) revised over original fiscal 

year 1954 Lt 0 


1¢ amount of $21,185,664 represents all unfunded contract authorizations 
ailable in the ‘Hospital and domiciliary facilities’? appropriation. These 
thorizations are all obligated at this time and it is anticipated that funds to 
idate all the obligations will be required before the close of fiscal year 195- 
original estimated requirements for these funds, therefore, remains unchanges 


4 
=. 
] 
i 
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Vajor alterations, improvements, and re pairs 


Fiscal year 1954: 
Original printed budget $7. 344. 000 
Revised budget 


Increase f or decrease ) revised over original fiscal 
year 1954 7, 344, 000 


This appropriation provides for major alterations, improvements, and repairs 
to hospitals and domiciliary facilities where the cost of a project is estimated 
not to exceed $250,000. The original estimate which provides for 26 such projects 
at various stations throughout the VA hospital system at a total estimat: 
cost of $7,344,000, including $5,300,000 for the patients protection program, | 
been eliminated. 


a> 


Loan GuarRANTY PROGRAM 


Mr. Tuomas. I have just one little matter on the loan guaranty, 
program. 
Mr. Kelsey, with reference to the recently increased interest rates 
what regulations have you issued pursuant to that increase and hoy 
did they differ from your old regulations when you had the 4 percent 

Mr. Ketsey. The regulation, Mr. Thomas, which was issued was a 
very simple one, which simply changed the figure from 4 to 44 percent 
as a maximum, which could be charged on loans guaranteed by the 
Veterans’ Administration. 

Mr. Tuomas. What regulations did you issue pursuant to that i1 
crease, and how did they differ from your old regulations, particularly 
with borrowing the money and discounts, and so forth? 

Mr. Ketsry. So far as the regulations 


TIGHTNESS OF MONEY MARKETS FOR LOANS 


Mr. Tuomas. The reason I am asking that—I was talking to a 
eroup of real-estate men the other day and they were all bitterly com- 
plaining that they were out of business. They were all in favor of an 
increase in the interest rates, and apparently that went into effect 
They said the regulations that your office issued pursuant to the in- 
crease just stopped all business. 

Mr. Keusry. Well, I think that they 

Mr. Tuomas. I couldn’t quite understand their point of view, a 
I promised them I would discuss the matter with you. 

Mr. Keusry. Mr. Thomas, I think that has been hard for man) 
of us to understand because of many assurances that have been 
received by officials of the Veterans’ Administration and also by 
some Members of Congress, and the Senate, and I think particularly 
of one Senator’s statement in the record a while back in which hi 
indicated that all the builders who had talked to him and lenders 
had stated that a raise in the interest rate to 4% percent would cur 
the entire situation. 

Mr. Tuomas. Now, they say the mortgage money is still in hiding 

Mr. Kerusry. Well, there are, of course, factors in the mone) 
market today which are rather unsettled, it is true, with higher 
interest rates on Government bonds, although actually the raise in 
the interest rate to 4% percent was predicated upon those actions 
such as the issuance of a billion dollars, at three and a quarter percent 
of 30-year Government bonds. 
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It may be what they refer to as regulations are not regulations as 
such, because, as I said before, the only actual regulation which was 
issued in connection with the interest rate was to change the permis- 
sible rate for guaranteed loans from 4 to 4'4 percent; but, having been 
aware of various discount practices engaged in by builders and lenders, 
there has been an effort made to restrict those discount practices, 
because we feel that, with the 4% percent interest rate, some of these 
discount practices which maybe could have been justified in the tight 
money market to a degree are no longer justified with the higher rate. 

So a certification has been required by recent instructions whick 
will indicate, and I’ll read just briefly from it- 
that the undersigned has not paid or absorbed and will not pay or absorb any 
‘harges or fees in excess of or in addition to those expressly authorized by the said 
fee schedule. 

Mr. Tuomas. Now, that is the prohibition in the bill against making 
a deal with the lender? 

Mr. Keusey. That’s right, sir. 

There are certain fees which are permitted for construction money 
and for the processing of papers by the lenders, which we believe are 
reasonable, and we have set those out in a fee schedule. 

Mr. Tuomas. Do you have a copy of those you can read into the 
record at this point? 

Mr. Ketsry. I have copies. For instance, Mr. Thomas, the 
schedule of fees and charges is a full two pages long and the certifi- 
cation is a half page long, single space; but I can very readily take 
these from my folder and put them in the record. 

Mr. Tuomas. Well, summarize it for us. 

Mr. Kesey. Briefly this schedule of maximum fees and charges 
indicates—— 

Mr. Tuomas. First, now, what fees do you let them pay out? 

Mr. Ketsry. Well, they pay out interest not in excess of 5 percent, 
simple interest, per annum, on funds actually disbursed. That is for 
short-term construction money. Mind you, the veteran is not in the 
picture at this point. 

Mr. Tuomas. It is nothing but the builder—— 

Mr. Ketsey. And the lender. 

Mr. Tuomas. And the lender. 

Mr. Keusey. A service charge not in excess of 2% percent of the 
total sum actually disbursed, or any combination or variation of these 
two charges, which does not result in the gross charge in excess of the 
aggregate maximum this prescribed. 

Mr. THomas. How much is that? Seven and a half percent interest 
per annum fees? 

Mr. Ketstry. That’s right, for temporary financing—of course, the 
26 percent really represents a service charge. 

Mr. THomas. Well, that is not an interest charge? 

Mr. Ketsry. No; no. 

Mr. Tuomas. That is not based on the annual basis, but it is on a 
flat payment? 

Mr. Ketsey. That’s right, sir. 

Mr. THomas. Well, that runs pretty good interest. 

Mr. Ketsry. Well, for a short period, but that has been the usual 
practice. 
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Now, the problem 

Mr. Tuomas. What was the practice now before you really put 
into effect the increase in interest rate? Were they ge aaa more than 
that 2% percent? 

Mr. Keisry. The discounts would run as high as 8 percent. 

Mr. Opom. The schedule fees are approximately the same, 
Thomas. 

Mr. THomas. At that time, what was the practice? 

Mr. Ketsey. The practice at that time 

Mr. THomas. Was it the practice to run up to 8 percent in discounts 

Mr. Keusey. Yes, sir; in fees. 

Mr. Tuomas. Who paid that cost ultimately? Who absorbed it 
the veteran or the builder? 

Mr. Keusey. Well, there was the hope, Mr. Thomas, the build 
would absorb it and that the VA could control the selling price throug! 
the appraisal program; but we could not claim that our appraisa 
service was that accurate 

We believed in many parts of the country that our appraisal 
conten it and that the builders absorbed it; and it appears that ou 
velief in that respect is substantiated by the fact the builders are now 
eee ining, as vou indicated, that they are not getting enough mone 
because they find now they are being stopped from some of thes: 
discount practices 

Mr. THomas. Well, that indicates they were absorbing it, doesn’t it? 

Mr. Kevsey. It does to some extent. 

Mir. THomas. Unless they could make it a part of their appraisa 
| mean add it to their appraisal. 

Mr. Ketsey. Of course, the 

Mr. Tuomas. I don’t see how a builder, though, could pay a fee ot! 
S percent and really stay in business, unless he was able to pass some of 
of it on, because that is pretty high. 

Mr. Keusey. No. 

Mr. Tuomas. That wasn’t the normal fee? 

Mr. Keusey. No, su 

Mr. Tuomas. That wasn’t the normal fee by any means? 

Mr. Ketsey. No, sir; the normal fee was probably somewher 
between 3 and 5 percent. 

Mr. Tuomas. Well, my only purpose in talking to vou about this is 
I hope you will go back and resurvey the proposition, particularly your 
regulations, and without adding anything extra in the way of cost to 
the veteran, and if the builder is willing to absorb a part of that cost 
to get things going, I hope you can give it consideration to see that 
that happens. 

Passing an extra cost on, plus an increase to the veteran is anothe! 
question. I don’t know that is in line by any means. 

Mr. Ketsey. Well, Mr. Thomas, I agree with you, and we intend 
to restrict to the best of our ability as we are legs ally able to do so 
such fees and charges. 

These instructions which I refer to obviously were sent out after thi 
change in the interest rate, which was on May 5. These instructions 
are dated May 15, and just what the effect will be and what othe: 
things may be done in connection with them—we will find throug! 
experience in the near future. 
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\ir. THomas. Are vou getting anv complaints from various com 
nities all over the country to i the com laint ts widespread, Ol 
e situation isolated, or just what is vour reaction to it? 

Keusey. Well, \ fle ve had some complaints, but in view of 
relatively short ead of time, less then 2 wees, we have not had 
iV com) laints; but there is some indication of resistance to this 
of control. 

‘ir. THomas. Well, of course, vou ere right in the beginning row 

‘ building season 

Kesey. Yes, sir. 

THomas. And the next 60 or 90 days is going to determine 
number of starts that you will ultimately make and complet 
Svear. 

so, I do hope you can give it some consideration and 
h your usual good judgment 
\lr. Keusey. Well 
Mr. THomas. You don’t want to hurt the veterans, nor do you 

int to hurt the builders; and, on the other hand, you don’t want the 
mevylenders to get all of it either. 

\lr. Ketsey. We will do our best, sir 
\ir. THomas. That will be fine. 

That is all, Mr. Chairman. 


follow it up 


USE OF CONSCIENTIOUS OBJECTORS AS AIDES IN HOSPITALS 


\ir. Pinups. Yesterday I think Mr. Jonas asked Dr. Boone 
for a report on the matter of conscientious objectors. 

Dr. Boone. We conferred with Selective Service the day before 

sterday, and there were certain objections, particularly by Se lective 
Service, not by the Veterans’ Administration, to special registrations, 
and four States are particularly involved; and we already have quite 

number of these people on duty at such places as Roseburg, Oreg. 
for instance, 34 attendants; Lyons, N. J.; Danville, Ill.; Battle Creek, 
\ich.; Tuscaloosa, et cetera. As I say, there is no opposition on our 
part and we have, as a matter of fact, a few doctors. 


POTENTIAL COST OF DENTAL CARE 


Mr. Puituips. Dr. Boone, here is a quotation from a legislative 
daily quoting Dr. Fauber, Chief of the VA Dental Service, as saying 
that “between 11 million and 16 million veterans may prove eligible 

‘free dental care under existing laws, and predicted that the cost 
to of taxpavers could run into several billion dollars.”’ 

ls that a correct statement? 

Dr. Boonr. I don’t know, sir. 1 don’t know when he made it, o 
inder what circumstances, or whether it is correct, sir. Beg pardon. 
\lr. Rosen has corrected me. 

Mr. Rosen. It was inserted in testimony before Mrs. Rogers’ 
ommittee in February. 


32490—53 





DENTAL SCHOOL IN CHICAGO 


Mr. Puiturps. I have a letter from Corpus Christi, Tex., from 
someone who asks the question: 


We have 48 class A dental schools in the United States, five in Chicago. W 
does the Veterans’ Administration need a ten-million-dollar dental schoo! 


Chicago? 

Dr. Boonr. We haven't got such 

Mr. Puriurps. Are you proposing to build one? 

Dr. Boone. No, sir. We are having a dental training unit within 
the Chicago West Side Hospital. That’s all. 


VOCATIONAL REHABILITATION AND EDUCATION 
FEES PAID INSTITUTIONS FOR MONTHLY VETERAN REPORTS 


Mr. Puivurres. In the education program we pay a dollar and a 
half reporting fee to education institutions for reporting to us that 
the student is there, and I presume on the basis of that we send out 
the check; is that right, Mr. Stirling? 

Mr. Sriruina. That’s right. 

Mr. Puruures. Has the Veterans’ Administration conducted any 
surveys or investigations since the enactment of Public Law 550 to 
make a determination as to what costs are actually incurred by the 
institutions making certifications of this kind? 

Mr. Corte. No, sir; we have not, but I might say that fee was not 
established on the basis of any studies either, nor was it established 
on the basis of any recommendation. 

Mr. Puoitures. There is no question that it is more than the actual 
cost of such a service? 

Mr. Corie. I understand, sir, that there are institutions that ar 
now making the complaint to members of the Congress as to the 
inadequacy of the dollar and a half fee—dollar and a half per month 
fee—but I will have to say the Veterans’ Administration has made to 
study as to what it costs an institution. 

Mr. Pxaiturpes. In your opinion, would there be any particular 
reason why we should not make a reduction in that particular appro- 
priation which results in or which means $7 million? 

Mr. Core. $6.662. 000. 

Mr. Puivirpes. Would there be any reason why we should not mak 
a reduction in that and apply that money saved to the hospitalization 
of deserving veterans? 

\[v. Corte. The only remark I think I can make, Mr. Chairman, is 
the rate was fixed in the statute itself, and | think the Congress ca: 
change such a rate. 

| don’t know how we could apportion a smaller amount since th: 
law itself fixes the dollar and a half rate. 

Mr. Puitures. Well, suppose it were changed by the law; would 


ou pav it out monthly as now on a lower rate, or would you hav: 
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school report, say, 2 or 3 or 4 times a year that the student is still 
here and deserving his check? 

Mir. Cotte. Well, the law is specific in regard to both of thos 
items—that is, the period of the report and also the rate to be paid 
The law now requires a monthly report, and also requires the Veterans’ 
\dministration to pay the rate at a dollar and a half a month. 
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SPECIAL SERVICES 


Mr. Puiuurrs. Mr. Mason. I have three questions which I am 
asked to ask you by a Member of the Congress regarding the chap- 
laincy service. The first is: The chaplaincy service does come under 
the head of the Special Services? 

Mr. Mason. That is correct, sir. 

Mr. Puinurps. I believe you have already gone on record or the 
Veterans’ Administration has gone on record in believing that the 

rithin ‘haplaincy service is important in the care and treatment of veterans; 
is that correct? 

Mr. Mason. That is correct, sir. 

Mr. Puiuturps. And will there be any change in that service and 
particularly, by this questioner here, any curtailment of the service in 
the 1954 budget as revised? 

Mr. Mason. No, sir. 

Mr. Parties. Thank you very much. 


BOARD OF VETERANS APPEALS 


Mr. Tuomas. I see the distinguished Chairman of the Appeals 
Board, here, one of the hardest working men in the Government, and 
| want to inquire how your job is progressing. 

Mr. JarRNicIN. We are very busy. I have a brief review I would 
like to submit to you. 

The information follows:) 


STATEMENT OF R. L. JARNAGIN, CHAIRMAN, BoaRD OF VETERANS APPEALS 
Subject: Program 3200—Board of Veterans’ Appeals§ 
|. Under the law, the Board of Veterans’ Appeals makes final decisions under all 
laws involving benefits administered by the Veterans’ Administration. During 
the last fical year it promulgated approximately 63,000 reasoned, written decisions 
2. With the lapse of time following service in the Armed Forces, and with the 
crease in volume of evidence for consideration, the complexity of the work has 
nereased. The Board has operated, I am satisfied, on an economical basis. It 
has never recruited up to its statutory authority. 
3. The Board of Veterans’ Appeals may not control its volume of business, and 
nerease in the workload may come from three sources 
a) Increased number of men under arms, resulting in an increased overall 
imber of veterans who may be eligible for benefits. 
bh) An inerease in the volume of ex parte testimony and evidence other than 
cial records of the service departments. 
An increased number of appeals following reductions in compensation, dw 
oO a reexamination and readjudication program which would disclose in increasing 
imbers the clear and unmistakable errors found in past adjudications. 
!. Despite the adoption of procedural shortcuts and a high per capita productior 
rate, there is a backlog of 18,488 certified and uncertified appeals. 
5. All survey agencies concluded that the Board of Veterans’ Appeals is per- 
forming its assigned mission, and did not suggest a change in the Board’s origina! 
structure. 


CONSTRUCTION OF THE PHILIPPINE Hospirau 


Mr. Puiturps. The next thing is the Philippine Hospital. 

Will somebody please report on the situation in the Philippines? 

Mr. Baxer. Mr. Corbitt. 

Mr. Corrirr. Mr. Chairman, the Philippine Government adver- 
tised for bids on February 11, 1953, to be opened May 5, but at the 





S18 


juest of several contractors, both in this country and the Phili; 
pines, the time has been extended to June 5, 1953. 

Mr. Pariires. Can you give us any good reason, ir a short time, 
to why we should build that hospital there and, in addition, give t] 
Philippine Government this McKinley Hospital with all its equi 
ment? 

Mr. Cornirr. Mr. Chairman, | am sure vou recall we wrote you 
letter on March 25, 1953, in which we endeavored to set forth all t] 
reasons why, from en3 standpoint at least, we should continue to 
permit the Philippine Government to build a new hospital. The: 
are some legal considerations which we set forth, and if you wis! 
Mr. Odom can comment on. that 

Mr. Puiiirps. It is the fact the Congress gave these hospitals 

Philippine Islands? 

Mr. Corsirr. The Fort McKinley Hospital. 

Mr. Puituipes. Both of them. 

Mr. Corsirr. Fort McKinley, ves; and the money has been appro 
priated for the new veterans ‘ hospiti al; but the Fort McKinley Hospital 
will be used, as I understand, for inservice personnel of the Philippin 
Army, aiaeeas the new hospital would be used for veterans of thi 
Philippine Army. 

Mr. Patties. Then, 1 have only one other question about it 
Llow long do you expect these hospitals to be needed for those specifi: 
purposes before they become, in effect, hospitals for just the Philip 
pine people, without respect to war service? 

Mr. Corsirr. Well, in regard to the Fort McKinley Hospital, | 
think that would be used for an indefinite period for inservice pet 
sonnel; and so far as the use of the veterans’ hospital is concerned, the 


statute provides that it must be used exclusively for veterans suffering 
from service-connected disabilities as determined by the Veterans 
Administration. But it will be turned over to the Philippine Govern 
ment to be used for that purpose, and how long they will continue to 
use it for that purpose is just conjecture. 

Mr. Puiturps. Gentlemen, we thank you very much. We hope to 
see you a year from now. 


WerevNEsDAY Marcu 18, 1953. 


VETERANS’ ADMINISTRATION APPROPRIATIONS 


WITNESS 


HON. EDITH NOURSE ROGERS, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF MASSACHUSETTS 


Mr. Puiiurps. We have with us our old friend, the chairman of the 
House Committee on Veterans’ Affairs, the Honorable Edith N. Rogers 
of Massachusetts. I take for granted that you want to talk to us 
about some of the problems of your committee which have to do with 
Veterans’ Administration. We will be very glad to hear you. 

Mrs. Roacers. I want to make a different presentation than what 
| had anticipated making. 

Mr. Chairman, and members of the committee, 1 appreciate the 
opportunity of appearing before you today to disc USS with you the 
appropriation situation as it relates to the Veterans’ Administration. 

We are all, of course, in somewhat the same position here today, 
since none of us know the estimates which will be presented for the 
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54 budget. As I understand it, those estimates as they relate to 

Veterans’ Administration are still in the process of preparation 
nd may not be released by the Bureau of the Budget for many days. 
‘herefore, | cannot speak with as much definite information as | 
would like to. 

However, I want to stress the great importance of giving the fullest 
sort of consideration to this vital ageney. Sometimes I| think that 
the Veterans’ Administration has been investigated to death. We 
have had investigations by the task force of the Hoover Commission, 

the Trundle Engineering Co., by the Citizens’ Committee for the 
Hoover Report, by the management consultants of Booz-Allen-Hamil- 
ion, and we have had the continuing investigation of specific programs 
by committees of the Congress. All of these, of course, have in some 
instances, and I hope in many instances, performed useful functions 
which have been helpful both to the veteran and to the taxpayer in 
providing for more efficient operation of the Veterans’ Administration. 

However, Mr. Chairman, we reach the spot where there is a diminish- 
ng return. While our own committee has been authorized to make 
an inspection, we will be very careful to see that it is an inspection 
with a view of providing hopeful and helpful solutions, rather than a 
continuing investigation to denounce the Veterans’ Administration 
for its past actions. 

I am particularly interested in the hospital program and the medical 
program generally of the Veterans’ Administration. No section of the 
Veterans’ Administration operation is more important than this 
program. 

Last year when the Congress voted a reduction in the Veterans’ 
Administration funds there was an allocated cut of $31 million, and 
while I am not here to criticize you gentlemen or any of you who were 
here at the time and participated in that cut, it resulted in the closing 
of some 2,300 beds. There has been much debate as to whether or 
not these beds should have been closed, and I do not intend to belabor 
the point that the Veterans’ Administration could operate more 
hospitals and provide better care for veterans, if more adequate 
be were available. 

| plead with you gentlemen to give the most careful consideration 
to the funds for this agency, and if cuts must be made, I hope that you 
will be most careful in seeing that they are made in such a manner 
not to hurt the medical-care program for the disabled veterans of this 
country. 

Of course, much has been written and much has been said about 
the number of non-service-connected disabled veterans who are now 
in our hospitals. There are many veterans whose disabilities are 
later determined to be service-connected, even though they were 
admitted first to the hospital on a non-service-connected basis. There 
are many others who are in need, and as an official of the American 
Legion pointed out so well recently before our committee, they are 
sick, broke, and have no place to go. Now getting down to a very 
practical situation, the veterans must either be taken care of by the 
Federal Government when they are in need, or they must be taken 
are of by the agencies of the States or the cities. I think it is the 
responsibility of the Federal Government. I am sure that no one 
here would vote or take an action which would result in their not 





820 


being taken care of. But sometimes it is easy to vote for something 
in the abstract without considering its effect on human beings. 

You gentlemen have a definite responsibility and you are perform- 
ing it, | am quite sure, in a most fair and equitable manner, based on 
the information which is available to you, but I hope that you will 
in considering these questions as they affect our veterans, tempe1 
vour judgments with the human factor so that we may continue to 
have the highest standard of medical care which veterans hav 
received in the past and which they are so much in need of today. 

I thank you for hearing me and I again express the hope that you 
will give the most careful consideration to this subject when it comes 
before y¥ you. 

I would like very much to appear after the budget recommendation 
has come in. I understand they have not decided on what they will 
do and it will be some time before they send it in. 

Mr. Purutres. [ have no evidence other than that we haven't 
heard from the VA. We hope to bring our bill out soon after Easter. 
We will hope that we have the veterans budget at that time, and if 
not we will divide the appropriation requests. We will arrange for 
vou if you would like to come back. 

Mrs. Rocers. I would like to very much. But I would like to 
state several things which at the moment distress me very much 
The matter in which I am concerned at the moment is the need of the 
money for the attendants at the veterans hospitals. I very much 
deplore the cutting down of the physicians and the lessening of the care. 
In my own family there are 3 instances of death, 2 of them I think the 
members could have been saved with proper attention and the third 
one I am not sure of. 

Mr. Purutrps. Where has there been any cutting down of the 
physicians? 

Mrs. Rogers. Due to lack of appropriations, there has been cutting 
down of physicians. 

Mr. Putiurps. There has been no reduction in a budget by the 
Congress which would result in a cutting down of the physicians or 
nurses or dieticians. No money for direct care for a veteran in a 
hospital has been cut down. It may be that the Veterans’ Adminis- 
tration may have asked for money and the Budget Bureau did not 
bring that to us, and that the Veterans’Administration did not 
present the case to us, but there has been no reduction in the budget 
by the Congress of the United States. 

Mrs. Rocers. But the result is the same, if they don’t have any 
phvsicians. 

\(r. Pariurps. Doesn’t that come to your committee? 

Mrs. Rocrers. No; I think that we authorized the necessary number 
of doctors, but as you know you could not legislate, you can close 
hospitals but that can be done by not giving enough money for the 
personnel. We are caught in the middle in a way. The Veterans’ 
Administration tells us one thing and tells you something else. 

Mr. Paruures. The Veterans’ Administration has been carrying on 
what seems to this committee to be a very unfortunate propaganda 

campaign, based upon inaccurate statements. We need you to help 
us very much. We ean tell you where we think economies have been 
made, and we think your committee can help us. We would like to 
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start on an even basis that neither this committee nor the Congress 

s ever cut off $1 for an appropriation for doctors, nurses, dentists, or 

titians, or the care of a veteran in a hospital, no matter what 

body has said to you. 

| will put Dr. Boone at the head of the list if you want me to name a 

largely responsible for the situation. 

[ have a statement which was just mailed out to a dentist and came 

from Wisconsin. It is a mimeographed statement from the 
terans’ Administration saying in so many words that they are 
vy; there is no more money for outpatient care for veterans. The 

t is that that was dated February 14, and on February 17, without 

owing anything about that, we had asked the Veterans’ Adminis- 

ation for the amount of money that they had in their budget unspent 

r dental patients, and they have $5,158,680 unspent. Do you see 
what I mean? 

\irs. Rogers. How do you explain it? 

\ir. Pomurps. I have just told you. We have come to a point 
where we have to get somebody to certify to the statements of the 
Veterans’ Administration, and we think you could help us a lot. 

Let us give you two or three incidents. If we guarantee a loan 

a veteran gets when he gets out of the war, we intend to pay 
first year’s interest. The veteran rarely, if ever, gets the ad- 
intage of that money. I am now talking aes those who bought 
uses. The lending agency applies it on the loan, on the principal 
the loan, and the veteran pays the interest for the first vear himself. 
The it doesn’t sound like a large amount, but that is $60 million or 
ore and, if your committee would give us a little support in some- 
thing like that, we would rather apply this money to additional care 
for veterans in hospitals. 

heaton instance, under the act which your committee passed, is 
that it is necessary for the Veterans’ Administration to require every 

chool to send back a certificate if the veteran is still there and what 
marks he got. No other educational institution requires that, but that 
isin the bill. If you would make it possible for that to be done, maybe 
twice a year or three times a vear—say at the start of the vear, the 

midis of the year, and the finish—there is about $5 million that we 
ould rather apply to the care of the veterans. 

Those things have to come out of your committee or else we have 
to legislate. 

Mrs. Rocrrs. Have you ever considered sitting with our committee? 

Mr. Puriuips. We would like to. The most urgent thing is this 
hospital care, and we ask you to take our word for it that we are most 
sympathetic with veterans, because most of us are veterans and have 
veterans who are children or related to us, but the regulations on the 
interpretation of the act by which veterans get money in hospitals 
are such that if we merely continue the care of the veterans in hospitals 

ithout any enlargement of the regulations, just as the situation is 
now, no Korean war and no other wars, we will have to build 200,000 
more beds, and hospitals are costing about $20,000 a bed tod: av. We 


will have to have an appropriation of $4 billion a year just to give 

‘ Veterans’ Administration the money for the construction costs, 
ind we are caring for people who have no just claim on the Govern- 
ment except that at some time or other they were in uniform. 
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We are going to have to designate the kind of disease that may 
taken care of, or we will have to designate the class of veteran to 
taken care of. 

The law must be enforced, and the Veterans’ Administration mus 
look back of the statement that a veteran makes that he is indigent 
and is not able to pay. Your committee told me that thev foun 
people who have $50,000 a year getting veterans’ assistance. 

Mrs. Rocrrs. We haven't got that, not the full committee. 

Mr. Puruures. I beg your pardon. But you see the possibility of 
taking people out of the picture who are perfectly well able to tak: 
care of themselves. Unless we do it in this committee or get suppo! 
from your committee, we will see an attack made upon the whol 
theory of care for veterans. 

Mrs. Rogers. I think vou have got to take care of the veterans 
somewhere. 

Mr. Puriuires. We haven’t failed vet. But I am talking about 
taking care of those who are not entitled to it. 

Mrs. Rogers. Another point that I wanted to bring up was this 
matter of 301 cases of murder and suicide and accidents that hav 
occurred which was due to a lack of nurses. I spent a great deal of 
time in hospitals. I can see whether or not patients are getting care, 
and I can see whether they are getting good care or not. It may 
appear on the surface that they are, but they are not. Certainly in 
the mental hospitals they are not. We have heard of beatings. 
Among those 301 cases you have had beatings. 

Mr. Kruecer. In Fargo, N. Dak., we had a manager there whom 
[ don’t even know, but there was a lot of hue and cry that the veterans 
are not taken care of. It appears that the manager does not fit into 
that position. An appeal should be made to have him removed from 
that hospital but because of his civil-service status that is difficult 
to do. It 1s not lack of funds but a matter of management at the 
hospital. 

Mrs. Rocers. That happens sometimes. There was a surgeon in 
somewhat of a similar situation sometime ago. 

I would like to bring up the matter of the contact service. There 
were 288,000 contacts, for instance, in the month of January. | 
happen to know the need of contact work. 

I was over at St. Elizabeths Hospital the day before vesterday on a 
matter of a man who is not service connected, but according to the 
contact man he had been transferred to the Boston (Mass.) Veterans’ 
Administration Hospital and is now being transferred to Illinois 
The doctors think that with care he may come out of it, and the doctors 
told me that they thought the fact that he had been talking Govern- 
ment with me was going to help. But I try to bring that out to 
show vou the need of the contact man. I used to go through hos 
pitals far back in 1922. I went through St. Peters, as they called it, 
where they had many tuberculous patients who worked until a few 
days of their death because they did not know how to take care of 
them. There were very few contact men trying to help them in their 
service connection and so their families could have something to live on 

Mr. Putuurps. This committee was never antagonistic toward 
contact work. It took the money out of the local contact work 
because States, cities, and counties were doing it, as well as the 
American Legion and the Disabled American Veterans, AMVETS, 
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and other groups. They feel that the United States should furnish a 
supervisory service and sit in where the other services are not available. 
| was very much pleased to find that in the intervening year at least 
ne of the three largest groups has also come to that conclusion. It is 
st a question of whether you furnish contact work locally or whether 
many instances you duplicate it at the expense of the taxpayer, 
ud whether the Federal Government should give complete service 
down to the last detail or should only give supervisory service. 

Mrs. Rocers. The contact men represent the Federal Government 
and the Federal Government has the responsibility. They know the 
laws and the regulations. 

\[r. Putiurps. I do not speak for other States but we furnish local 
and State contact service in the State of California, as well as the 
Federal Government officers 

Mrs. Rogers. There is one other thing that I wanted to bring up, 
nd that is the prosthetic appliances. 

\ir. Puttures. We are very much interested in that. I understand 
the actual supervision of that station here in Washington has changed, 

ris that still being operated the same as it was before? 

\Irs. Rogers. At Walter Reed Hospital? 

\ir. Puriurps. No; the location that used to be a school. 

\Mirs. Rogers. They are doing more work on arms than anything 


Mr. Putiities. We thank vou very much and we would like you to 
ome back if you will, and we would like you to consider this suggestion 

some liaison between your committee and our committee and we 
hope that this can be worked out. We believe that this correction of 
the situation must really start with your committee. 

Mrs. Rogers. We do not have very much luck. 

Mr. Puruures. I don’t know that you have had very bad luck 
When you put your heart to it, these things get done. 

Mrs. Rogers. You know how things go and you know of the article 

Collier’s magazine, the very bitter attack. 

\ir. Purities. Yes: but we also have the statement from the 
Veterans’ Administration refuting many of its charges. Thank you 

ry much, Mrs. Rogers. 

\fr. Yares. I have a letter from Congressman Kelley in connec- 
tion with the appropriation for research on prosthetic appliances. | 
vant to call it to the attention of the committee and ask to have it 
nserted in the record at this point. 

"he letter follows: ) 
CONGRESS OF THE UNITED STATES, 
House OF REPRESENTATIVES, 
Washington, D. C., March 10, 1953 
SIDNEY R. YarTEs, 
House of Representatives, Washington, D. C. 

J/£4R Sip: I spoke to you on the floor today about the approximately $900,000 

propriation for continuing research on prosthetics, and this is just a reminder. 
‘lease do not let them cut this item. 

Since this program was initiated, the progress made in development of new 
arms and legs and other artificial appliances has been remarkable. And not only 

they benefit veterans, for the results of the program carry over to the civilian 
opulace. 

With best regards, I am, 

Sincerely yours, 
AucusTINE B. KELLEY, 
Member of Congress 





Taurspay, May 28, 1953, 
VETERANS’ ADMINISTRATION APPROPRIATIONS 


WITNESS 


HON. OLIN E. TEAGUE, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF TEXAS 


Mir. Puitiies. The committee will come to order. 

We have the pleasure of having with us this afternoon our colleague 
and oldtime friend, the Honorable Olin E. Teague of Texas, who has 
come prepared io testify on appropriations for the Veterans’ Adminis- 
tration. 

Do you want to make a prepared statement? 

Mr. Teacuer. | have a prepared statement. It is about 8 pages 

Mr. Puriires. You can do just as you please. 

Mr. Tracue. All right. Let me go through this. 

I know vou are tired of hearing about the VA. I am kind of tired 
about it myself. 

Mr. Puiiures. It is part of the subecommittee’s job. 

Mr. Teacus. Mr. Chairman, I[ appreciate the courtesy which thx 
subcommittee is extending in allowing me to appear here to discuss 
appropriations for the Veterans’ Administration for fiscal 1954. I am 
aware of the tremendous job which faces the subcommittee in review- 
ing the detailed requests of dozens of big Federal agencies running into 
the billions of dollars, and I realize that you can discharge your duties 
only by working long hours, day after day, in addition to the usual 
responsibilities on the floor and in your own offices. 

[ have examined the revised budget for the Veterans’ Administration 
which lowers previous estimates by about $279 million, and I see no 
cause for alarm with the exception of the 8000 to 9000 program, which 
is the appropriation for the Department of Medicine and Surgery 
The revised budget, I am advised, recommends $657 ,600,000 for the 
Department of Medicine and Surgery, which is $55,900,000 less than 
was recommended in the original budget. 

Mr. Pariuies. Our figure is $664,379,600, which is $55,430,300 less 
that what we call the Truman budget. 

Mr. Teaaur. Well, now, I’m not going to quibble with you peopl 
on these figures because I have had some trouble, like you have, in 
getting the same figures. 

Mr. Puitures. Our desire is that we talk about the same areas. 

Mr. Jonas. What Mr. Phillips is giving vou are the VA figures 
revised as of May 20, 1953. 

Mr. Teacur. I think this came from what the Veterans’ Affairs 
Committee printed and sent out to us in a green-vellow sheet, which 
I don’t know whether I have with me or not. 

Mr. Puitures. Just a second. I think we have it. 

There are certain reimbursements that are received by the Veterans’ 
Administration which don’t enter into your figure, and that is the only 
difference. 

My interruption was not questioning the figure, but to make sure 
we get the same area, because I think most of the misunderstanding, 
or a great deal if it, especially in this last telegraphic splurge—is that 
the people who are wiring in don’t identify hospital care. 
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Now, I can illustrate by saying I have had a lot of telegrams, Mr. 
Teague, that asked me to defend a figure of $921,100,000, not realizing 
that includes everything from General Gray’s and Admiral Boone’s 

laries down to all the loans, insurance, the claims, the contact serv- 

e, the building program, and all the reimbursements and transfers to 

erything else; and on those items the Legion itself and all four 

vanizations have come in and testified that there were areas for 
eduction. 

Mr. Teacuer. Off the record. 

Discussion off the record. 

Mr. Teacur. At my request the Veterans’ Administration has 
furnished information concerning appropriations to the Department 
of Medicine and Surgery beginning with the year 1951 and, accord- 
ing to their figures, in 1952 the Department of Medicine and Surgery 
received $678,661,080 and opened 3 new hospitals with a net in- 
rease of 1,586 beds. 

\Ir. Potties. Now, I have to ask you to stop again. What they 
have done in there, they have included domiciliary care and out- 
patient care. 

Mr. Jonas. What was it you had? 

Mr. Tracue. I asked for the information beginning with the fiscal 
vear 1951. 

Mr. Paiiuies. Give us 1952. Have you got that? 

Mr. Tracur. In 1952 the Department of Medicine and Surgery 
received $678,661 ,080. 

Mr. Jonas. What is your next year’s figure, Mr. Teague? 

Mr. Teacun. In fiscal 1953, the Department of Medicine and 
Surgery received a al 467. 

\Ir. Puinurps. You see, your difficulty is they have given you not 
only a combination, but ‘apparently have all the programs, includ- 
ing medical, hospital, and domiciliary care, administration of them, 
research, education, and training, all the hospital care for the three 
types of hospitals—contract hospitals, domiciliary care, outpatient 
care—supply depots, and have not deducted from it the reimburse- 
ments, money which applied against that, and they included all these 
other items. 

We start with a figure of approximately 501 million for fiscal 1952, 
which was increased to 515 in the current year, and then 523 was 
requested for fiscal 1954 in the so-called Dodge budget. 

Mr. Treacun. Well, now, the point 

Mr. Puiiurrs. Now, in order to get these things straight—that is 
the only reason I stopped you there, so we would know just what you 
are taking in the whole item. 

Mr. Teacur. The point [ am making about this is: According to 
what the VA tells me, in 1952 they had 1,586 beds; in 1953 they had 
1,986 beds, and, yet, they received an appropriation of a number of 
thousand dollars less than they received in 1951 

Mr. Puiturps. Not for beds. 

Mr. Teacur. That is what they tell me, Mr. Phillips 

Mr. Puiturps. Can’t we give Mr. Teague a copy of this revised 
justification? 

Mr. Duvauu. He has a copy of it 

Mr. Teague. Yes; 1 havea copy of it 
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Mr. Puitirps. Now, whether it is enough is a matter which w, 
will take up with — later, on which we want your advice; 
practically there has been an increase each year, not a reducti: 
for beds 

Now, if vou want to include domiciliary care—that was increas 
outpatient care was reduced, but not very much, in the years 
mentioned. 

Supply depots ran about the same, except 1 year they had 
a refund on that. 

Education and training ran about the same. There was no ma 
terial reduction in that item 

However, I don’t think there is any controversy between us 
is just to find out what kind of figures they gave you. 

We tried Mr Teague, as Mr. Jonas and Mr. Andrews will tell you 
for 2 days to do just exactly what you and I are trying to do noy 
To pin the VA down, so that when they give us a figure we know 
what they have in it and can compare it with another figure. 

I don’t think re re is any resistance on their part, except they war 
der all over the field 

Give us the number of beds, which will help about as much as 
anything. 

Mr. Tracuer. In fiscal 1953, the Department of Medicine and Si 
gery received $671,379,467, or $7,281,613 less than the previous yea 
yet, 8 new hospite als, with a net increase of 1,986 beds, were added 
during fiseal 1953. 

The revised Bureau of the Budget estimates for 1954 recomm« 
$657 600,000 ,which is $13,779,467 less than was provided in fisca 
1953; vet, 10 new hospitals, with a net increase of 6,187 beds, 
scheduled for opening during fiscal 1954. 


a 


HOSPITAL CARE 


On May 12, 1953, I received a letter from Adm. Joel T. Boon 
Chief Medical Director, with which he attached a list of 38 veterans 
hospitals with beds not in use because of lack of funds. On that dat: 
Admiral Boone reported a total of 2,393 beds not in operation becaus 
of lack of funds. 

Mr. Patties. May we interrupt you briefly there? 

We are not really arguing with you on that point here or outside of 
this room We Say those beds were not closed because of any failure 
on the part of dhe: Congress to appropriate money, and we are right 
and you say, or Dr. Boone says, they were closed because of lack o 
funds, and be is right; and we are not arguing about that. It is a 
matter of analysis, which I don’t think interest people outside 
Congress very much. 

Mr. Treacue. Do you people have this book? 

Mr. Paituips. I have one of them. 

Mr. Teacue. Operations of Veterans Hospital and Medical Pro 
gram 

You should have one because this is from the managers of VA hosp 
tals and contains the opinion of the managers as to their most pressi! 
needs. 

Mr. Puiturps. We want to talk to you about one or two of thos 
and show you what is in there. I can give you from memory three 
the hospitals, and more if I had my notes here. 
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ake, for example, the hospital at Manchester, N. H., which we 
» been hearing about in the last few days. 
That is Mr. Cotton’s district. 


| 
i 
I 
| 


here were 18 beds on the list of closed hospitals. They were never 
ned. That was a ward in the hospital intended for psychiatric 
ients, and the reason they were not opened, as Dr. Boone says, 
; not because they didn’t have money but because they couldn't 
a Be thiatrist 
Treacur. But the doctors up there, Mr. Phillips, won't tell vou 
that. Here is his statement 
\ir. Patiurps. All right, and then there is the hospital at Fargo, 
vhich 
Mr. Teacur. Before vou leave New Hampshire, let me read this 
tement to you—what the doctor here says. He says: 
i:very possible effort has been made to obtain personnel and funds with which 
ictivate the 18 beds for neuropsychiatric patients on the sixth floor of this 
pital. Such activation has been approved by VA central office authorities 


the unavailablity of the necessary funds has made this 
sible. 


accomplis! nent 


\ir. Puitiies. Well, that, of couse, is pot the report we have bere 
report we bave here is they can’t get a psychiatrist. A psychia- 
st doesp’t want to go to a hospital where he has only 18 beds. So, 
have they done? They have finally made a deal with Boston 
rity. Bostor University will supply a part-time psychiatrist. 
sn’t very far, if veu know what I mean, and Boston can take | 
er their wing. At no time has there been a lack of money. If 

‘essary, money could have been transferred from the balance they 

ticipate having at the end of the year in order to activate that 

Very much the same thing happened at Fresno. 

don’t think this was on your list, but there were beds that were 
epo sorted as being closed. I dopr’t think that is on your list 

Mr. Tracur. No; it isn’t. 

Mr. Putuuies. We iaaaied the psychiatrist who was there left 
and they couldn’t get another one. 

The one at Fargo is a rather interesting one 

You have that on your list for 22 beds. 

Well, if you will look at the number of beds they had—they had 
about a hundred and forty-some-odd beds. 

Can you find it in the list there? 

Mr. Treacusr. A hundred and twenty-four beds operating. 

Mr. Puiturps. That is correct, but they closed 22. 

Now, you notice the number of patients they have is only 89. 

Mr. Teacur. The number of beds occupied is 89? 

\Ir. Patties. Yes, and the reason they were not occupied was—I 
don’t think it would have made any difference, anyway—but on the 
statement to our investigator was that money had nothing to do with it. 
It was because they lost a surgeon, and they weren’t able to take 
any more. They had to transfer them to hospitals in the vicinity, and 
| don’t think it made any difference, anyway. 

Mr. Anprews. I would like to tell Mr. Teague it is in this record 
that they closed last year about 2,200 hospital beds for 6 months, 
according to their statement, because of lack of funds. They stated 
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that that would amount to closing 1,100 beds for a year. They began 
closing those beds in November of last year. 

Now, it meant they will have a surplus of $6 million at the end o| 
this year out of the hospital money. 

Mr. Treacur. Mr. Andrews, every year for the last 5 years 

Mr. Anprews. They have had money they can turn back. 

Mr. Teacur. They have had a half percent up to 1% percent sur- 
plus. They are going to turn back 6 million this year. 

Mr. Anprews. Yes 

Mr. Teague. And every agency does the same thing. 

Mr. Anprews. That’s right, and we gave them 5 million in the sup- 
plemental. That is 11 million. So, they didn’t use those 5 million 
for operating hospitals, but that made a total of 11 million they could 
have had during this 6 months’ period for operating hospitals; and it 
is in the record here from some of their medical experts that they could 
have operated those 1,100 beds. 

Mr. Jonas. Thatisright. They said it wouldn’t take but 14 million 
to operate all of them 

Mr. Anprews. For the whole year. 

What I mean is this: I don’t think it is a question of money. | 
think it is an intent not to operate those beds, as much as any othe: 
thing. 

Mr. Treaacue. Well, Mr. Andrews, the true fact is that they have 
activated more beds each year and had less money each year. 

Mr. Anprews. | — t think 

Mr. Treaaur. Now, before you leave Fargo, I want to tell you what 
they told us there. We asked him what was his most pressing need, 
and he said additional funds to activate more beds to adequately care 
for current load “and those veterans placed on our current waiting 
list is 125.’’ 

Mr. Puruures. Well, is that nonservice connected? 

Mr. Tracue. He doesn’t say there. 

Mr. Puiuuiprs. Now, turn to Muskogee in there. 

Mr. Teacur. Muskogee, Okla.? 

Mr. Patuuies. Yes 

They were in here yesterday saying the manager had said there wer 
11 service-connected veterans waiting. 

Do you see that? 

Well, those are service-connected veterans for whom there were 
beds at that moment waiting in the hospital. 

Mr. Treacunr. This is a question we asked him: 

What in vour opinion is the most pressing need in your hospital? 

He said: 
g need in this hospital is funds. If such funds were mad 
spital for the payment of salaries, purchase of raw food 
and equipment, approximately 64 beds would be available for the use 
terans in this area, thereby reducing our waiting list. 

As a result of reduction in funds, was necessary that 1 ward consisting 
10 beds be closed. Our waiting list has increased substantially since the closi! 
of this ward. 


Mr. Puiuurps. He says on his list there were 11 service connected? 

Mr. Teaaur. No; he doesn’t. He says 98. He doesn’t say what 
they are. 

Mr. Puiurps. He doesn’t say. anything about service connected? 
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\ir. Teacup. He doesn’t say what they are. 

\ir. Pamiures. Look on title 2, question 9. 

Mr. Teacusr. Title 2, question 9: 

Number of veteransqnot yet hospitalized but scheduled ‘for admission—11 

e connected, 

Mr. Puiturpes. Those beds were there. I mean to say they are 
cheduled to get in. They are coming in just as soon as the boys are 

ady to come in, and the beds are actually there waiting for them at 
the time. 

We have learned over 7 years from pretty, shall I say, heart- 
vracking experience at times that you have to make it absolutely 
lear, to the most minute detail, what you are asking. You should 
isk: Were there any service-connected veterans who were scheduled 
to come in who are not waiting because they, themselves, are not 
ready to come in? 

They are arranging their affairs, or they are doing something like 
that, and the bed is ready for them. 

There are at the moment only three non-service-connected veterans 

the United States who are not in. 

Now, therefore, we come into the field of how far do you want us to 
vo in hospitalizing non-service-connected veterans. That is the real 
question. 

Mr. Teacup. That is right. 

Mr. Puitures. That is the question when we appropriate money. 

Mr. Teacusn. And I hope each one of you has read this by Admiral 
Boone on who is in hospitals. You should read it. There has been a 
ot of study made of it. For the last year I made a similar study in the 
State of Texas. 

The Congress made these laws for admitting nonservice connected. 
The Congress created these bills, and it is my feeling we ought to 
staff them and build no more beds and gradually when we have more 
service-connected cases—the percentage of non-service-connected 

es will necessarily decrease. I would go almost all the way in saying 

)nonservice connected; but when you get down to saying, ‘“This is 

vice connected, and this isn’t,’’ you have a problem. 

Now, in the record you made some comment about that you 

yped the time would come when there was a difference between a 
ombat veteran and a noncombat veteran. Mr. Phillips, I can’t 

ree with you on that. 

Mr. Parures. I think I am wrong, because I said in the past | 

In’t want to make a difference between combat and noncombat, no 
n the kind of service we gave a veteran in the hospital; but I think we 

ve come to a point where we have got to make a distinctior 

ially we do now: a service-connected veteran goes right into the 


\ 


tal and a nonservice connected doesn’t unless there is a bed, 


‘i 
; 


ich is a distinction. 
Mr. Teaaur. The question is where they were living. If they 
vere out on the line of attack, in 10-below-zero weather, living ther 
iv after day, when those boys come home they should be taken 
care of; but if they were 5 miles back of the line of attack —any man 
ho wasn’t warm and living pretty well was to blame himself. It 
as his own fault, but up there it wasn’t his own fault. 
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Mr. Puiturps. The veterans’ organizations in the years betwee: 
World War I and World War II never wanted to make a distinctioy 
in the things done for veterans, between those who hit the comba: 
lines and those who didn’t, and that I can vouch for, because I went 
all through that period; but I think my statement is too broad 
because I think we are going to have to, and the more we go into this 
the more I think we are going to have to 

Mr. Tracue. If a man goes out here to Bolling Field and sery 
and he comes out and several vears later develops some ment 
trouble, I am not so much concerned about him; but if he was over 
in Korea for 8 months and came out and developed some ment: 
trouble, then I am concerned about him. 

Mr. Paiiurps. Well, let’s keep away from the mental situation 
because that is the most confused area we have. 

Mr. Teacue. That is right. 

Mr. Parties. The attitude of this committee is we have to tak: 
care of all NP’s, TB’s, and womer perhaps. 

Mr. Treacur. And cancer. 

Mr. Patiuirs. There is practically ne way of determining when th 
did start, and how 

I don’t wint to interrupt vou. Go ahead with your figures. 

Mr. Treaaver. | have requested the Department of Medicine and 
Surgery to tell me how many beds they will lose as a result of the 
revised estimates if they are to meet the obligation of opening the 10 
new hopsitals on schedule, and they have told me they will lose 4,800 
beds in old hospitals, in addition to the 2,393 beds which are now 
vacant for lack of funds. 

I have asked the question as to whether it will be possible for th« 
Veterans’ Administration to continue to close beds and wards in old 
hospitals to the extent of having a total of 7,193 beds vacant, and they 
have advised that it will be absolutely impossible to continue all of 
the old hospitals presently operated and open the new ones on schedule 
with over 7,000 vacant beds scattered throughout the old hospitals 
but they, rather, would be forced to meet the problem by closing a 
group of the old hospitals. 

I have not been able to obtain a definite statement as to exactly how 
many hospitals would be closed and, of course, the number would b: 
dependent on their size and type. 

In addition to closing the beds which I have referred to, it appears 
that the Veterans’ Administration will be forced to default on those 
veterans who now hold approved applications for service-connected, 
outpatient treatment. The Veterans’ Administration’s request for 
this item was cut by $23,105,000, leaving, as I understand it, about 
$14 million to take care of the outpatient dental program. 

Everything I have got in this I got in writing from the Veterans’ 
Administration. 

Mr. Patties. We have a specific denial from the Veterans’ Admin 
istration that they contemplate closing any hospital. They say the 
have never given any statement to the effect that the new budget 
contemplated the closing of the hospitals. 

I don’t want to spend too much time on this, but I want to get 
around to what you think we ought to allow, which is what is interest- 
ing to us and what we want your help on. 
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Mr. TsaGur. Those figures come as a result of questions I asked, 
and I asked them to furnish me a copy of it, and they did; and that is 
here those figures came from, right here, and that is where this 
tatement came from. 

\ir. Patuures. | think if you will ask Mr. Yates he will tell you the 
answers he got to your questions were just about as confused as the 

nswers we got to a lot of questions. 

\Mir. Teague. Mr. Phillips, let me tell you the ones I have got 

en’t confused. The ones they gave me are not confused. They 

e in there in black and white, and you can read them. 

\ir. Patiuips. I mean when I say “confused”? the answers they 
cave to Mr. Yates do not correspond always to the answers they have 
viven to other questions in the same testimony. 

\ir. Teacur. But every single figure | have given you was given 
to me in writing. I demanded it in writing. 

Mr. Putuurps. I think you have to nowadays. 


OUTPATIENT DENTAL CARE 


Mr. Twacun. The Veterans’ Administration advises that even 
after they applied most of the $5 million provided in the second 
supplemental appropriation bill to the outpatient dental program on 
April 30, 1953, there was a backlog of 338,873 service-connected 
dental cases approved and awaiting allocation of funds. They esti- 
mated that on June 30 the backlog would be 333,000 cases and that to 
clear up the backlog would require about $19 million. 

Mr. Puriurps. That is reasonable. 

Mr. Tracusr. Obviously, if only $14 million is provided in the 
budget estimates for this activity, the $14 million will not even clear 
ip the backlog as of June 30, 1953, and certainly will not meet any 
of the normal needs of 1954. 

Let me make it perfectly clear that I am not at all satisfied with 
the present policies relating to outpatient dental treatment, and in 
this connection I have introduced a bill which would limit the basis 
for entitlement to outpatient dental treatment and prevent the 
accumulation of this sort of a backlog in the future. 

Mr. Pariuips. You think that would be about a year, don’t you? 

Mr. Teacue. Well, I think we should just get them off to a start 
ind let them alone. I don’t think we should take care of them the 
est of their life. 

Mr. Puiturps. I think the committee will agree with you. 

Mr. Traaue. I certainly cannot support the philosophy that the 
ederal Government undertakes the dental care of a veteran for 
) or 15 years and perhaps all of his life after he gets out of service. 

For example, Mr. Phillips, that tooth was pulled in the frontline, 
actually. There is no possibility of doing anything about it. | 
think it could have been reasonable they could have replaced that. 
Then they would have been through with it, and then there is no more 
to it. 

[| would like to see steps taken to change the law in this connection, 
ut in the meantime I wonder what we are to do with this backlog of 
cases already approved and awaiting funds for their treatment. 


32490—53—pt. 1——-58 





832 


It appears that the $14 million which now appears in the budget 
estimates fall somewhat short of being sufficient to eliminate the 
backlog, even if we are successful in sharply curtailing this sort of 
thing in the future. 


AREAS FOR ECONOMY IN THE HOSPITAL PROGRAM 


I wish to make my views on the Veterans’ Administration medical 
and hospital program very clear. I am not opposing the entire re- 
duction of the figure I was given of $56,900,000 recommended by the 
Bureau of the Budget because I am of the opinion that part of that 
reduction is justified. 

Mr. Putuurpes. That is the reduction. Oh, yes. 

Mr. Tracuer. I have been working for several months trying to 
gather facts on the operation of the Veterans’ Administration medical 
program. I enlisted the aid of about 20 very well qualified service 
officers, who are in daily contact with the Veterans’ Administration 
medical program in the State of Texas, and asked them to give me 
their frank answer to a series of questions. These men, in whose 
judgment I trust, were almost unanimously in agreement in recom- 
mending certain curtailments in the Veterans’ Administration medica] 
program. In general, they were these: 

(1) A sharp curtailment in the special service setup, particularly 
in G. M. and S. hospitals. 

(2) Reduction in the contact program in Veterans’ Administration 
hospitals. 

And I would like to read you 

Mr. Puriuies. Wait a second while I make a note of those, because 
those are very interesting. 

The first was special services? 

Mr. Txacuer. The first was special services. 

The second was reduction in the contact program of the Veterans’ 
Administration in the hospitals. 

Mr. Puruurps. In the hospitals? 

Mr. Treacuer. Right. 

I have about seven comments out of those letters, if you would like 
those for the record. 

Mr. Purtures. Very much indeed. 

Mr. Teacue. I would rather not name the hospital, Mr. Phillips— 

Mr. Puruures. That is all right. 

Mr. Treacue. Because it might cause complications; but I have the 
original letters, and you people are welcome to see them. 

Here is the first one: 

By some consolidation within the Special Service Department, a positior 
could be eliminated and sufficient secretarial help could be on a half-time basis 
without impairing service to veterans. 

I am positive that the pauper’s oath is being abused. However, it would 
take some extensive investigation to make this determination. 


This is another quote from a different hospital: 


This hospital has 2 contact men and 1 secretary. One contact man could serve 
this hospital, as the State has a full-time service officer and secretary here. 

I believe that social service and special service employees could be cut down 
considerably. In fact, I believe that social service and special service in G. M 
and 8. hospitals is a waste of the taxpayers’ money. 
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I am of the opinion that there are a number of non-service-connected cases 
o are admitted under the pauper’s oath who are actually able to pay their own 
iv, but it would take an investigation of each case individually to establish their 
ancial status. 


This is another quote from a different hospital: 


I believe that the social service and special service employees could be cut down 
| also believe there are too many chiefs and assistant chiefs and assistants to the 
assistant chiefs in the administrative department. 


Another hospital: 


I do not think they need a social service or special service at this hospital and 
hey could have the advisement and guidance employee on an itinerary basis from 
the regional office. 


A quote from another hospital: 


If social service and special service were coordinated, each using a half-tim« 
secretary, one position could be eliminated. Positions in special service could be 

msolidated under a chief with a half-time secretary and a full-time librarian, 
along with a part-time chaplain, and it is my opinion that the balance of this 
iepartment could be eliminated. 

It is the opinion of this representative that the office of the contact representa- 
tive could be eliminated, since there is a contact office downtown, a county 
service officer, a State veterans’ affairs officer available, and the Legion and 
VFW have service officers. 


Another hospital: 


On social service worker could be eliminated without hurting services. It is 
felt that there is no need for an administrative officer, grade 9, in special services. 
It is also felt that one of the two librarians could be eliminated. 


From another hospital: 


It is felt that all but two of the social service personnel could be eliminated. 
There is definitely no need for a chief and assistant chief in this section. Two 
regular social workers and one clerk-stenographer could operate this service 
efficiently. They now have 1 supervisory social worker, grade 10, one assistant 
supervisory social worker, grade 9, 4 social workers, grade 7, and 1 clerk-stenog- 


rapher, Grade 3. 


Now, those are actual quotes from letters of men who have been in 
this contact service for years; and certainly you know, Mr. Phillips, 
| supported you in cutting contact last year and I am going to support 
you on some of these this year. 

Mr. Puiturps. Well, before we get off that, there is a suggestion in 
the revised budget and our staff report has to do with cutting the 
contact officers in the hospital, and they are not cut out. They are 
cut in those 2 budgets, and that would only amount, just to cut 
them all off, to $282,000. 

Now, we haven’t discussed yet cutting the contact officers outside 
of the hospitals. That is where we had some argument last year, and 
for next year the revised budget calls for $8,128,000. 

Now, we are a little stuck on that, and we need help on it. 

This year the DAV comes around some and thinks it might be a 
place to cut. The Legion and VFW have only suggested it as a place 
to investigate. 

Mr. Teacue. As far as these comments from the Legion, VFW, 
and DAV—— 

Mr. Puiuuips. Well, has your committee, either individually or 
collectively, any idea of what would be a proper item for that contact 
service? 
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Mr. Teacur. No; but I will vote for an amendment to reduce j 
particularly in hospitals. 

[ don’t know anything about the big cities. It may be they need 
it. Actually, it may be they need a contact officer; but in the rural] 
areas, like mine, they don’t. The Service organizations, State and 
county Service officers do a fine job there. 

In my home county and my hometown, I had a contact officer and 
he was cut out; and the moment he was cut out the whole group 
the Legion, the VFW, all of them—raised cain. He went on out, and 
never a word has been said since. We have got the county service 
officer, the VF W, the DAV, and the Legion officer. 

Mr. Puruiies. That is what we have in my county. 

Mr. Treacur. I just don’t believe we need all of those contact 
officers. 

Mr. Puriiiies. On the special services, that is unanimous. I don’t 
think we've had any organization, or yourself, or any committee that 
does not think that should be cut down materially. 

Special Services had $9 million last year approximately. The 
revised budget gives them the same amount next year. The revised 
budget cut out a $3% million increase. 

It may be that that could be cut a little bit without doing anybody) 
any damage, so long as we keep the chaplain service intact and have 
him work with local groups and auxiliaries. 

Mr. Tracun. Well, I went into a VA hospital during Easter, 
and I asked the manager where his contact officer was and what he 
was doing. He said they didn’t need him in contact work; he was 
down working in the registrar’s office. 

Mr. Puitures. That happens in a good many hospitals. 

Mr. Krurcrr. Working where? 

Mr. Tracur. Down in the registrar’s office. 

There are 2 or 3 other things these men commented on. 

Third was a reduction in the social-service program, particularly 
in G. M. and S. hospitals. 

Fourth was a redviction in administrative personnel and com- 
bination of certain administrative positions, particularly in small 
hospitals. 

Fifth was a reduction of certain types of dental care which was 
being given to almost every patient coming in for medical treatment. 

And the sixth one—there were two comments—was transporta- 
tion—that transportation to the hospital 

Mr. Puitups. By veterans coming in for treatment? 

Mr. Tracur. Yes; veterans coming in—should be paid for by 
the veteran. 

Mr. Jonas. That is one of the questions I meant to go into. 

Mr. Teracue. In reviewing the allocations of the Bureau of the 
Budget, I find that they have contemplated reductions in almost 
every one of these areas and I do not believe that the reductions are 
so severe as to endanger basic bed-side care of the veteran patient. 

I hope that in arriving at a conclusion as to the amounts of money 
necessary to conduct the Veterans’ Administration medical program 
this committee will provide adequate funds to reopen the 2,300 veds 
which are now closed in Veterans’ Administration hospitals and keep 
open the present authorized bed capacity in old hospitals and pro- 
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ide funds for the normal opening and staffing of the 10 new hospitals 
coming into existence next year. 

[ think we have some obligation to be consistent in appropriating 
funds for those service-connected, outpatient cases which are already 
approved, although I have no objection to a curtailment in the future. 

It appears that the objectives which I have outlined here could be 
ccomplished if the amount cut from the hospital-care program was 
estored and a part of the amount restored to the outpatient care in 
order that the backlog could be handled. 

\[r. Paiuures. Could we have a figure from you on each of those? 


OUTPATIENT DENTAL CARE 


Mr. Teacun. Well, Mr. Phillips, I would rather not offer a figure 
intil after we talk to the VA. Our committee is going to have them 
ip there next week. 

Mr. Puiuurps. $19 million is their estimate for dental care. 

That is not out of line particularly, except we think a lot of these 
cases they are proposing to do something about are very questionable 
cases; but as soon as we establish a police: y—if we were to put a year’s 
limit after a man is out or enough to take care of the Korean veterans, 
as your bill does—we could cut that down im the future quite 
materially. 

There are 400 dentists in the Veterans’ Administration; 121 of them 
never do anything with a tooth. They just do paperwork. 

The average number of cases, taking the whole 400, is about 8 cases 
a day fora VA employed dentist; or, if vou take out the paper workers, 
it would be about 11 cases a day. That includes not only treatment, 
but that also includes examinations, which is about half their work. 

Now, I don’t believe any private dentist would feel he was doing 
a full day’s job on 10 or 11 cases like that, and we could take care in 
the Veterans’ Administration itself with the already employed dentists 
a much larger portion of the backlog that they talk about than they 
take care of now. 

You might do a little checking on that when you can 

Mr. Tracur. That part Il haven’t got anything on. 

Mr. Puttuirs. That would be about our only figuring of the 
dental situation. 

Mr. Teacur. Well, I think we have an obligation to take care of 
those they have approved, but I certainly think that thing ought to 
be changed. I just think it’s ridiculous to try to take care of a man’s 
teeth the rest of his life because he hasn’t had a filling or hasn’t had 
one pulled. 

Mr. Purmuires. Well, let’s come down to your figures. 

Mr. Tracur. Well, I haven’t 

Mr. Patiuies. What do you think would be a good figure? 

Mr. Tracur. | haven’t any figures to give you, except what I have 
given you, because I haven't heard the testi mony. 

Mr. Puiuurps. Off the record. 

(Discussion off the record.) 
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PER PATIENT COST OF HOSPITAL CARE 


Mr. Puinuipes. In 1953, which is the current year, they have had 
up to date an average daily patient load of 97,996. 

They, themselves, estimate a daily patient load for next year of 
102,370. That would be based on an activation of about 114,000 
beds. It would not include domiciliaries. It would not include 
contract beds. 

Now, we will take what it costs. What it cost in 1952—I can give 
you the cost per NP, separated from TB and G. M. and S. list. 

I don’t know whether you realize it, but the cost for G. M. and § 
per patient per day has gone up to $20.37. We could hire a bed in 
an Army, Navy, or Air Force hospital for $14.75. 

Mr. Teacur. They don’t have any, do they? 

Mr. Puruurps. In some areas they have plenty. In Long Beach 
they have about 800 vacancies. 

Mr. Jonas. In Philadelphia 

Mr. Putvuires. In Philadelphia they have about eight or nine 
hundred vacancies, and so forth. 

Mr. Traagun. They have told me—told me in writing— 

Mr. Puiturres. You mean the VA or the Army? 

Mr. Tracun. The Army has said: 

As of the end of April, 1953, the Army had 30,302 operating beds in continental 
United States with a patient census of 25,590, of which 21,774 occupied beds 
This represents an occupancy rate of 72 percent, which is normal or slightly 
above normal for this season of the year. Included in these totals is a bed allot- 
ment of 285 for Veterans’ Administration beneficiaries. As of the end of April 
there were 394 Veterans’ Administration beneficiaries in Army hospitals in 
continental United States 

The limiting factor in utilization of medical facilities in the Army is personnel, 
particularly professional personnel. 

Mr. Puiturps. That’s the Army. 

Mr. TraAGuE (reading): 

The current authorization for doctors is barely sufficient to provide care to the 
current patient load, and further reductions in medical officer authorizations 
are being made 

Mr. Putiurps. We haven’t made an inquiry about the Army. 

Mr. TreaGur (reading): 

It, therefore, follows that the Army does not have any bed facilities at present 
for utilization of patients other then those currently authorized for such care. 


I also got this from the Navy: 


In compliance with a telovhone request of Mr. George Fisher of your office o1 
May 22, 1953, certain data pertaining to United States naval hospital normal 
bed capacities, estimated bed requirements for fiscal year 1954, and the numbers 
of beds that could be provided for Veterans’ Administration beneficiaries thereit 
are enclosed herewith It should be noted that these hospitels cannot care for 
these additional Veterans’ Administration patients under the present budget. 
Specifically the budget provides personnel for only anticipeted Navy patients 

Continental United States naval hospitals are currently authorized to operate 
22.600 beds. Beds occupied by patients were 17,402 during February 1952. 

Your attention is invited to the fact that, due to dispersion of patients for 
various contagious, surgical, and medical diseases, both male and female, a hos 
pital is considered fully occupied when the patient occupancy is 80 percent of the 
operating beds 


Now, here is a list giving data concerning continental United States 
naval hospitals—bed capacities at normal peacetime spacing; esti- 
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ated Navy bed requirements, fiscal year 1954; beds available for care 
f VA patients. 


had Mr. Puruuies. Do you have them by hospital or just the total? 
Mr. Teacur. I have got them by hospital. 
er of Mr. Puriures. Look at San Diego and look at Philadelphia. 


4,000 Mr. Tracur. Philadelphia: Bed capacity at normal peacetime 
elud spacing, 1,757; estimated Navy bed 1 requirement, fiscal vear 1954, 

500; beds available for care of VA patients, 257. 

San Diego 

Mr. Puruurps. We already have 200 in there right there. 

Mr. Teacur. Well, this is their writing, It is right there in writing, 
\fr, Phillips. That is all I can tell you. 

San Diego: The bed capacity at normal peacetime spacing, 1,569; 

timated Navy bed requirements, fiscal year 1954, 2,656; beds avail- 

each shia for VA patients, none. 

Mr. Pututurps. We already have a hundred. We have a hundred 
under contract in there right now. 

nine : Mr. Traacur. The truth is hard to find, isn’t it? 

Mr. Putuuies, The question is whether we ought to put a little 
pressure on them to take 200. As of this moment, on the testimony 
of Congressman Bob Wilson, we found out from the commandant 
there are 800 beds in the San Diego hospital. 

The Legionnaires and the Pe wnnsylvania delegation—we didn’t look 
back of that—said that there are at least 800 vacant beds in the Navy 
hospital in Philadelphia, and we have had as high as 350 VA contact 
begs in that Navy hospital. 

, | think we have two things: First, you are asking the Navy how 
many beds it has and how many it expects to use in 1954; and they are 
not going to say for a minute that they have a thousand beds and only 
expect to use 500. They say, “Well, if there is a war, we'll use a 
thousand,” because if they show empty beds, somebody will propose 
cutting down their appropriation, or something like that. 

Mr. TeaGue. Well, ours was a general question, and we just 

Mr. Purvis. Well, pin them down on it because that is a very 
mportant point. 

Now, this is what I was working up to here: Suppose we took their 
patient load off their own figures, their own records, which would be an 
average of 8,000 TB’s per day, an average of 34,300 G. M. and S.’s, 
and an aver age of 49,700 N P’s , which is all they can take care of for 
next year in the finished hospitals, including all activation of every- 
thing, and so forth, in all the new hospitals. 

If we take these figures that I gave he re for the present cost, which 
they have said on the record and to you, that the reason they closed 
the beds was because they didn’t want to let down the value of the 
hospital, and they also said these are good figures; that would mean 
tied with the total cost for hospital, all the hospital beds that they 
can use, in 1954, would be $538,000,990. 

Mr. Teacve. Well, I don’t have those figures, Mr. Phillips. | 
have asked about beds. I haven’t gotten down the figures. I haven't 
had a chance to. 

Mr. Jonas. They told you if they had unlimited funds they would 
be limited to activating 114,000 beds. 

Mr. Tracusg. No. 

Mr. Puitures. Be sure to ask them if they are staffed for that. 
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Mr. Treacur. Well, they say some places they can and some places 
they can’t. 

Mr. Puiuures. That is right. 

Mr. Teacur. Lots of times today they can’t get the staff and they 
do get the money, and tomorrow they can get some staff and they 
don’t have the money. 

Mr. Puiiuips. Well, we are not saying if they don’t get the money 
we are saying if they have the money, can they staff 114,000 beds? 

Mr. Teacur. Well, I will ask them that when they come before us 

Mr. Pxiuires. And ask them when they can staff them, because the 
appropriation begins on July 1 and runs to June 30. Get the time- 
table as to when the beds will come in and when they can staff them 

Mr. Jonas. The 114,000 beds would support a daily average ca- 
pacity of 102,000. 

Mr. Puiuures. That is correct—102,370. 

Off the record. 

(Discussion off the record.) 

Mr. Puiuurps. Now, there is our problem. 

Now, out of that, from that figure, we can still take, if we want to 
this contact reduction that you are talking about, and some of this 
special services reduction. 

All right; now, let’s talk off the record for a minute. 

(Discussion off the record.) 

Mr. Puiuurps. We thank you very much, Mr. Teague. 

Mr. Kruecer. Before vou go, I want to say this: If there could 
be a little education in the VA office, going out into the field, with just a 
small encouragement that the bovs ought to take care of themselves 
as much as possible and not just look for a Government dish-out for 
the rest of their lives, it would help tremendously and I am sure creat: 
a much better feeling among the servicemen. 

Mr. Puriiips. That was testified to by one of the veterans’ organi- 
zations. 

Off the record. 

(Discussion off the record. 

Mr. Paiiurrs. One of the veterans’ organizations said, in so many 
works, in our hearings, if the word was just passed down from the 
Administrator’s Office that they were to do certain things or not do 
certain things, or have a certain policy or not have a certain policy, 
this whole thing would be cured. 

Off the record. 

(Discussion off the record.) 

Mr. Puaiturps. Thank you for coming over, Mr. Teague. 


VETERANS’ ADMINISTRATION APPROPRIATIONS 
WITNESS 


HON. OVERTON BROOKS, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF LOUISIANA 


Mr. Puiturps. We will hear next from Mr. Overton Brooks of 
Louisiana on veterans appropriations. 

Mr. Brooks. Mr. Chairman, I am very much concerned for fea: 
that a severe cut in Veterans’ Administration funds will result in 
unneeded hardships upon our veterans. At the present time many 
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hospitals throughout the country are understaffed, and difficulty is 
being experienced in operating these Veterans’ Administration 
hospitals. Many veterans, worthy and some service-connected 
ases, are not able to get into hospitals and in our area have been 
confined in jails pending location in a hospital where they may obtain 

‘needed treatment and medical supervision. 

| am, therefore, making this appearance before your committee 
vith the hope that you will stick by the budget figure of $921,100,000 
and give the Veterans’ Administration the funds needed to operate 
ts program satisfactorily for our veterans. 


Tuurspay, Marcu 19, 1953. 


VETERANS’ ADMINISTRATION APPROPRIATIONS 


WITNESSES 


LEWIS K. GOUGH, NATIONAL COMMANDER, THE AMERICAN 
LEGION 

MILES D. KENNEDY, DIRECTOR, NATIONAL LEGISLATIVE COM- 
MISSION, THE AMERICAN LEGION 

T. O. ERAABEL, DIRECTOR, NATIONAL REHABILITATION 

DR. HYMAN D. SHAPIRO, SENIOR MEDICAL CONSULTANT, THE 
AMERICAN LEGION 


Mr. Patties. We have with us this morning Mr. Lewis K. Gough, 
national commander, the American Legion, accompanied by repre- 


sentatives of various branches of the American Legion, whose names 
follow: 

Miles D. Kennedy, director, national legislative commission; T. O. 
Kraabel, director, national rehabilitation commission; Dr. Hyman D. 
Shapiro, senior medical consultant; George Kelly, assistant director, 
national public relations commission; Charles W. Stevens, assistant 
director, national rehabilitation commission; Edward F. McGrail, 
chief, information service, rehabilitation division; Lawrence J. Fenlon, 
chairman, national economic commission; Ralph H. Lavers, director, 
national economic commission; Cecil H. Munson, chief, vocational 
training and education; and Robert B. Pitkin, associate editor, 
American Legion magazine. 

Mr. Gough, the committee is glad to have you and your associates 
with us this morning, and we will be happy to hear you at this time. 

Mr. Gover. Mr. Chairman and members of the committee, as 
national commander of the American Legion, I want to express the 
thanks of our organization for the opportunity to appear before your 
committee. 

Your committee has a tremendous task. The herculean effort of 
providing funds for the economical operation of the independent 
agencies of the Federal Government is one that may not be undertaken 
lightly. We fully appreciate the problems that face you. 

It is a matter of common knowledge that the American Legion, as 
the Nation’s largest organization of veterans, is the chief spokesman 
for veterans’ affairs among volunteer groups. Our appearance before 
you at this time is to advocate the appropriation of sufficient sums of 





840 


money to finance the programs of benefits and services that have been 
provided for veterans by Congress. 

First, as to the cost of veterans affairs: In the American Legion we 
hold to the belief that those who have been called to serve in defense of 
the country have been classified in a separate group by action of the 
Government itself. We also believe that the cost of veterans’ affairs 
is an integral part of the cost of war. 

It is a popular thing to say that the veteran population is becoming 
too large, and that therefore there should be a reduction in the number 
and amounts of benefits and services to veterans. 

Such a position overlooks the fact that our veteran population rises 
in direct proportion to the increase in our military commitments and 
actions. The costs of caring for the disabled and their dependents 
have not increased disproportionately to the rising cost of war, to the 
rising cost of civilian living, or to the increasing income of our Nation 

I might digress at this point just to point out that in 1890 the veteran 
population of the country was 3 percent; by comparison it is 13 percent 
now, and yet in 1890, according to a survey made, more was being 
spent percentagewise in relation to the Nation’s income for the care 
and welfare of veterans than at the present time for the 13 percent. 

Whether we like it or not, war is not an economical operation 
Neither should the liabilities that stem from the winning of a war be 
evaluated on a purely economic basis. The burden is heavy and i 
hurts; but it is a burden which the country knowingly assumed, which 
the public will support, and in the absence of overriding reasons cannot 
in good conscience discard. 

The Congress over the years has been generous and fair to the 


veterans. The present Congress, I am sure, has the same objectives 
that we do, namely, to increase efficiency and reduce costs in the opera- 
tion of the Federal Government wherever possible. Meanwhile, 
respecting the established responsibility of caring adequately for those 
who sacrificed personal security for the national security in the 
country’s wars. 


HOSPITALIZATION 


You will probably agree with us that the hospitalization program 
creates more misunderstanding than any other item in the budget for 
veterans affairs. So far as we know there 1s agreement that first-class 
medical and surgical care shall be provided for the service disabled. 
Beyond that we think there is substantial agreement that provision 
should be made to care for veterans who are suffering from tuber- 
culosis, mental disorders, more than 90-day disabilities—that is, 
chronie—and other disabilities where the veterans cannot reasonably 
afford to pay for such care and treatment and where there is a bed 
available. 

That is merely another way of stating that the community, the 
State, and the Nation will care for those who are without funds to 
provide such care; and the care of veterans in such plight traditionally 
has been the concern of the Federal Government in the history of our 
Nation. 

We agree with those who say such privileges should not be abused. 
We are working at the present time with the American Medical As- 
sociation, the American Hospital Association, and other groups to 
establish means for determining whether there is abuse of the privilege 
of medical and hospital care, and what can be done to correct the 
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situation, if there is a demonstrated need for correction. And, the 
supporting statements, which will be given to the committee, indicate 
that the type of survey we are making, in many cases, is in direct 
cooperation with the agencies I have mentioned. 

We think a group of extraneous factors sometimes is brought into 
the discussion. There are those, for instance, who say we are provid- 
ing hospitalization for 20 millions of veterans. That is false reasoning. 
You cannot get care for more than a fraction of 1 percent of such a 
number of veterans in the available beds on any given day. As a 
matter of fact, seven one-hundredths of 1 percent is the amount, 
according to the Veterans’ Administration figures. 

There are those who project fanciful figures for the future of veterans’ 
hospitalization. Right now the American Legion is interested only 
in seeing that Congress provides the funds to construct, maintain, 
and operate the program of 131,000 beds that have been declared 
necessary for veterans. That is the decision of the Government, and 
we would like to see Congress give full effect to the decision. 


DENTAL TREATMENT 


Dental treatment is given only for service-connected disability. 
We are fully aware of the problems confronting the Veterans’ Admin- 
istration today—-a huge backlog occasioned by lack of adequate 
appropriations over the past several years. 

Before World War II, treatment was given in the VA’s own clinics 
in VA regional offices and hospitals. 

The need after World War II to authorize initial treatment mainly 
by fee-basis dentists materially increased the costs. It is the initial 
treatment that is frequently expensive. Like other services, costs of 
dental care have soared. 

The Veterans’ Administration’s burden has been caused to a large 
extent by transfer of service incurred and needed dental treatment, to 
the Veterans’ Administration which should have been performed by 
the military before separation. This is a prime example of the 
veteran’s care being a part of the cost of war. 


CONTACT SERVICE 


We must stress the need for appropriation of funds for continuation 
of an adequate contact service. There is such an interdependence 
of the integral units of the agencies that weakening of one will have 
that effect resulting from the removal of the keystone of an arch 
the whole structure is weakened. 

The Veterans’ Administration contact service provides information 
and assistance to veterans and their dependents in regard to the 
preparation, development, submission, and presentation of claims for 
benefits under laws administered by the Veterans’ Administration. 
It is the team effort in Veterans’ Administration which has enabled 
those in service to avail themselves to best advantage of those benefits 
which the Congress has so generously provided. 


ONE FEDERAL AGENCY FOR VETERANS’ AFFAIRS 


By the painful lessons of experience, we in the Legion have come to 
the belief that it is best to have veterans’ affairs administered by one 
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Federal agency. We believe that agency should be above reproach. 
We think it should be so efficient that no veteran will be deprived of 
the services the Nation has provided for him. 

And may I add that we have sponsored some seven different 
economic moves relative to the program that is being carried on for 
the veterans by the Veterans’ Administration. 

We want to see it operated with the least cost to the taxpayer. At 
the same time we shall expect that such an agency will provide only 
the best quality of service to the eligible veterans. 


ADEQUACY OF FUNDS 


We believe that Congress is in position to determine what programs 
shall be provided and how much money is necessary to administer 
such programs. Having determined these matters, we doubt that 
Congress will want to see the veterans suffer neglect in any of these 
programs. ‘Therefore, there will be no purpose in authorizing a given 
number of hospital beds, and then in denying the funds to staff and 
operate such beds for the benefit of the eligible veteran. We doubt 
that Congress, having provided other benefits and services for veterans, 
will in contrary fashion deny the funds to make such programs 
operative. We feel sure that Congress will not want to confuse and 
cause distrust among those whose task it is to administer such pro- 
grams for veterans through the continued threat of insecurity in their 
positions. 

Having decided what benefits and services shall be granted veterans, 
we believe Congress will want to provide the funds to make such 
awards available to those who are determined eligible. 


STABILIZATION OF FUNDS AND PERSONNEL 


At this time we have not been informed regarding the revised, 
March 2, 1953, budget recommendations to the Congress. We are 
informed that the so-called Truman budget reduced by many millions 
the amounts thought necessary by officials of the Veterans’ Ad- 
ministration to operate the programs of benefits and services pre- 
viously authorized by Congress. We ask your committee to remember 
that probably the greatest disturbing factor to the effectiveness of 
the Veterans’ Administration service to veterans during the past 5 
years has been the curtailment of funds with consequent reduction 
in force in such essential services as medical and hospital care, claims, 
contact, finance, and insurance. 

We should like to see the establishment of conditions that will 
contribute to the betterment of service through the arrival at an 
understanding as to the essential needs of the Veterans’ Administra- 
tion. 

We believe there are areas of economy within the operation of 
the Veterans’ Administration. While we do not agree with some 
of the exaggerated estimates that have been made as to hundreds 
of millions and even of billions that may be saved, we do think there 
are many places where good savings can be effected. 

For example, we point to the legislation authorizing payment of 
readjustment allowances. Enactment of two different laws pro- 
viding for payment to veterans of readjustment allowances—un- 
employment compensation—is causing an award of this benefit by 
two different agencies. 
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In the Office of Finance of the Veterans’ Administration is a read- 
justment allowance service. This unit is paying benefits to a small 
group of veterans covered by the Readjustment Act of 1944. Approx- 
imately 2,000 of this group are still in active service and this may make 
it necessary to carry on this operation for some years to come, unless 
a change is made in the law. 

The Bureau of Employment Security in the Department of Labor 
is paying benefits under the Veterans’ Readjustment Assistance Act 
of 1952 to Korean veterans. This is a slightly different readjustment 
allowance than that granted World War II veterans. 

We believe the readjustment allowance service of the Veterans’ 
Administration could be eliminated and, with little additional expense, 
the Bureau of Employment Service in the Department of Labor could 
take over the job of liquidating the World War II program while 
administering the similar program recently established. This should 
result in a saving in administrative costs of thousands of dollars 
annually, through | elimination of duplication of effort. 

Mr. Chairman, that concludes my formal statement to your com- 
mittee. If any of your members have questions that you think 
should be addressed to the national commander of the American 
Legion, I shall be glad to answer such questions to the limit of my 
ability. 

With your permission I should like the privilege of filing supporting 
statements regarding some of the details of the more important 
veterans’ programs. 

Mr. Puruurps. Yes. I am just looking over the statement to see 
if there are any in the nature of charts, which we find difficult to 
handle. 

Mr. Goveu. I believe there is only one chart. 

Mr. Puiturps. Would you like to translate that into figures? 

Mr. Govan. It is more or less a tabulation. 

Mr. Pures. We can take care of a tabulation. 

(The supporting statements referred to follow:) 


SupPoRTING STATEMENT No, 1 
Loss in available hospital beds 


The Veterans’ Administration had— 


Jan. 31, 1952 Jan. 31, 1953 
Hospitals: Beds | Hospitals: Beds 
20 TB lamas esa 10, 271 - hy 9, 667 
34 NP a R 51, 012 35 NP ae 51, 287 
99 G. M. and 8S _ 64, 529 103 G. M. and 8. 


Total 115, 812 Total 


Under construction ‘ 16, 632 | Projects under way: 
4 NP a 
11 G. M.and§ 
Additions to existing hos- 
pitals 


Total __- s “Hd, 916 


OS ee ae 132, 444 Goal. ‘Sock 7 = “130, 154 
Net loss 1952, 1953 _- ‘ 2, 290 


Data from VA hospital chart, Form 0-110, January 1, 1952 and January 1, 
1953. 
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SUPPORTING STATEMENT No, 2 


Reasons for unavailability of beds, Dec. 31, 1952 


otal 


11, 965 


3, 092 
5, 467 


my 


rses’ stations, temporary office records, ete 
ons, and conversions 


Nore.—The above analysis was received from the VA. The figures refer to 
beds and not patients. However, if and when such beds, or any number thereof, 
are activated and staffed, a proportionate number of eligible veterans could be 
accommodated as of a given day. 


Comparison, standard bed capacity, operating beds, and average daily patient load 


Tyrie | Number of |Standard bed; Operating Patient 
I hospitals capacity beds load 


Tuberculosis 2” 667 8, 596 
Neuropsychiatric 35 51, 287 50, 975 | 
General] medical 103 57, 284 418, 637 


Potal ‘ | 158 118, 238 108, 208 


COMMENT 


1. The difference between the standard bed capacity and total of operating beds 
is accounted for by such facts as 
Percent 
(a) New beds not yet activated _ - ' : . a 25 
(b) Funds inadequate 
(c) Personnel not recruitable 
(d) Other reasons (modifications, repairs, diversions, etc.) - 


-_ 4! 
] 
l 


2. The difference between the number of operating beds and the average daily 
patient load lies in the accepted principle of a certain number of beds being held 
in reserve. The average percent of occupancy in VA hospitals for December 1952 
was 

Percent 
Tuberculosis 564 . 85. 
Neuropsychiatric ; ‘ : : 93. 
General medical P . ; ; in 81. § 


Average for all hospitals__- -- ; 87, 


It will also be borne in mind that the average daily patient load at the end of 
December may be less than the average for the preceding November or following 
January because of the holiday season. 


Source: VA form 0-110, January 31, 1953; pp. 122 and 124, VA Statistical Summary, January 1953. 
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SUPPORTING STATEMENT No, 4 


STATEMENT With ReGARD TO THE HIsToRY AND AUTHORITY OF THE VETERANS’ 
ADMINISTRATION RELATING TO HosPITALIZATION OF VETERANS REQUIRING 
TREATMENT FOR CONDITIONS Not ATYrRIBUTABLE TO MILITARY OR NAvVat 
SERVICE 


In recent moths, numerous inquiries have been received in the Office of the 


hief Medical Director concerning the authority of the Veterans’ Administration 

hospitalize veterans for conditions not attributable to military or naval service, 
vhere such veterans are potentially entitled to treatment from private sources, 
payment of the expense thereof being covered by an imsurance policy, plan or 
other agreement which provides such benefits. 

On March 4, 1923, within 5 years following the termination of World War I, 

mgress, through an act of that date, authorized hospitalization of veterans of 

he Spanish-American War, Philippine Insurrection, and the Boxer Rebellion; 
uffering from specifically described non-service-connected disabilities. As of 
June 7, 1924, the act of that date, known as the World War Veterans’ Act, pro- 
vided that veterans of the war with Spain, Philippine Insurrection, Boxer Rebel 
lion, and World War I, suffering from specifically described disabilities, were 
entitled to hospitalization in Veterans’ Bureau facilities and that veterans of any 
war, military occupation or military expedition after 1897 were also entitled, when 
existing Government facilities permit, to hospital treatment when the veteran 
was unable to defray the cost of such care himself. Prior to passage of these acts, 
mly veterans suffering from disabilities determined to be service-connected were 
provided hospitalization in the 26,000 beds then available to the Federal 
Government, 

In 1930 Congress created the Veterans’ Administration, consolidating the 
Veterans’ Bureau, the Bureau of Pensions, and the National Homes for Disabled 
Volunteer Soldiers. Since that time, the Veterans’ Administration has been 
charged by statute with the responsibilities im conneccion with veterans’ medical 
care, 

In 1933, during the continuance of an economic depression iu this country, the 
authority to hospitalize non-service-connected cases was restricted to veterans 
who had served for a stated period and were suffering with permasent disabilities 
or tuberculosis or neuropsychiatric diseases which deprived them vf an oppor- 
tunity to make a living and who had no adequate means of support. However, 
within a few months, on the basis of recommendations made by various groups 
and the veterans’ organizations, this provision was liberalized. 

Hospitalization for war veterans suffering from non-service-connected dis- 
abilities is provided under Publie Law 312, 74th Congress {38 U. 8S. C. 706), read- 
ing as follows: 

In addition to the pensions provided in this title the Administrator of Veterans’ 
\ffairs is hereby authorized under such limitations as he may prescribe, and within 
the limits of existing Veterans’ Administration facilities, to furnish to men dis- 
charged from the Army, Navy, Marine Corps, or Coast Guard for disabilities 
incurred in line of duty or to those in receipt of pensions for service-connected 
disability, and to veterans of any war—where they are suffering with permanent 
disabilities, tuberculosis, or neuropsychiatric ailments, and medical and hospital 
treatment for diseases or injuries: Provided, That any veteran of any war who 
was not dishonorably discharged, suffering from disability, disease, or defect, who 
is in need of hospitalization or domiciliary care and is unable to defray the necessary 
xpenses therefor—shall be furnished necessary hospitalization or domiciliary 
care—in any Veterans’ Administration facility, within the limitations existing in 
such facilities, irrespective of whether the disability, disease, or defect was due to 
service. The statement under oath of the applicant on such form as may be pre- 
scribed by the Administrator of Veterans’ Affairs shall be accepted as sufficient 
evidence of inability to defray expenses.”’ [Italic provided. | 

Pursuant to this authority, Veterans’ Administration regulations 6047 (D) (1) 
has been promulgated authorizing domiciliary or hospital care for non-service- 
connected disabilities only for otherwise eligible veterans ‘“‘* * * who swear that 
they are unable to defray the expense of hospitalization or domiciliary care.” 
Veterans’ Administration Regulation 6048 gives definitions applicable in deter- 
mining eligibility for hospital treatment or domiciliary care, and in subparagraph 
D) (2) said regulation, as provided in the basic statute, prescribes: ‘‘The affidavit 


of the applicant on VA form 10-P-—10 that he is unable to defray the expenses of 
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hospitalization or domiciliary care—will constitute sufficient warrant to furnis 
hospitalization or domiciliary care (including Government transportation to cover 
transportation to the facility).”’ 

In view of this requirement, the Veterans’ Administration must furnish hos 
pitalization if a bed is available, to otherwise eligible veterans who need it without 
regard to service connection who affirm they are unable to defray its expens 
The veteran’s statement under oath of inability to defray the expense of hos; 
talization is not synonymous with saving that he is whollv without assets. It 
true that many persons with some means, some of which may consist of a chose in 
action such as an insurance policy, against the insurer, can and do truthful 
state that they are unable to pay for the required hospital care. In the majorit 
of cases this may be justified because of the fact that the hospital bill for servic 
rendered is several times the maximum liability of the insurer. The fact that a 
veteran may have some assets, including an insurance contract for partial payment 
of the cost of treatment, does not in and of itself indicate financial ability to defray 
the cost of hospitalization. Further, the unambiguous language included in the 
law that the “statement under * * * shall be accepted as sufficient evidence of 
inability to defray expenses.”’ precludes the establishment by the Veterans’ Ad 
ministration of a means test as to the ability of the veteran to pav for hospitaliza- 
tion so long as he complies with the foregoing requirements. Notwithstanding 
the unambiguous intent of the italicized portion of the statute, the question is 
frequently raised why the Veterans’ Administration accepts the applicant’s state 
ment without anv investigation. If it could be determined that the veteran’s 
statement in this connection was fraudulent or false, the individual can be prose- 
cuted. Unfortunately, however, the statement required by the statute as to 
ability to pay is only a statement of opinion. Like anv opinion, prosecution will 
be unsuccessful unless it can be proven beyond a reasonable doubt that.in fact the 
defendent knew that his statement at the time of making the oath was false and 
fraudulent. You will recognize the impossibility of securing such proof in most 
cases. For this reason, the Veterans’ Administration, in view of the clear language 
of the Congress, is willing, in the majority of cases, to accept the veteran’s statement 
under oath. (Italics for emphasis.) 

In addition to the foregoing, the Chief Medical Director is frequently requested 
to explain the authority of the Veterans’ Administration to bill insurance com- 
panies, group benefit plans, and so forth, for hospital treatment furnished their 
polievholders who are veterans and who were furnished such treatment for a con- 
dition not attributable to military or naval service. In connection with this 
question, attention is invited to section 6, title I, Public Act No. 2, 73d Congress 
as amended, which reads in part as follows: 

‘¢ * * * The Administrator of Veterans’ Affairs is hereby authorized under 
such limitations as he may prescribe, * * * to furnish * * * to men discharged 
from the Army, Navy, Marine Corps, or Coast Guard * * * medical or hos- 
pital treatment for diseases or injuries * * * .”’ [Italic for emphasis.] 

Under this authorization to prescribe limitations, the regulations of the Veter- 
ans’ Administration were amended to provide that: “Veterans applying for 
hospital treatment for a non-service-connected disability, and who are potentiall, 
entitled to other hospital treatment because of membership in a union * * * or 
group hospitalization plan, ete., * * * will not be furnished hospital treat- 
ment without charge therefor, to the extent of such reimbursement. Action will 
be taken to effect the collection from the persons, companies, organizations, etc 
* * * in the amounts determined payable under the terms of the applicable 
insurance policy, plan, agreement, or other undertaking.’ 

A review of the statute relative to the authority of the Administrator to pre- 
scribe limitations indicates that Congress was cognizant of the impossibility of 
of laving down by statute all the detailed procedures required in connection with 
admission to hospitals. Further, it also indicates that it not only did calculate 
but anticipated and expected some reasonable restrictions and limitations should 
be prescribed by the Administrator. The regulations cited in part above reflect 
those limitations which the law authorizes. For example, the language reading 
“Action will be taken to effect collection from * * * companies * * * in the 
amounts determined payable under the terms of the applicable insurance policy 
etc.,”’ is intended to prescribe that under certain conditions some assets (not all 
assets, only those which do not inure to the personal benefit of the veteran) wil! 
be subjected to the payment of the hospital bill. 

The intent of the Congress, of course, must be deduced from the statutor) 
language. However, we have no doubt that even in these days of large Gover! 
ment expenditures it is doubtful that the Congress, or other persons interested 
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n the enactment of this legislation, contemplated an inhibition against some 
form of collections that would in some instances mitigate the financial burden 
imposed by the operation of the Veterans’ Administration hospital program for 
these non-service-connected cases. 
For these and other reasons hospitalization for otherwise eligible veterans for 
on-service-connected conditions in Veterans’ Administration hospitals, who are 
tentially entitled to reimbursement for payment of the expenses therefor, was 
ade contingent upon the execution of an assignment to the Veterans’ Adminis- 
tration of such rights to reimbursement. This policy was also adopted to insure, 
nsofar as possible, that beds would be available to those applicants who, be- 
‘cause of their financial condition, have no other means of securing hospital 
treatment for injuries or diseases not attributable to military or naval service. 
rhe policy of assuring the availability of beds for such applicants is also grounded 
ipon the premise that it is inequitable to expect the taxpayers of the United 
States to bear the expense of hospitalization of one who carried insurance against 
such a contingency arising and thereby relieve the insurer of the responsibility 
ff meeting its contractual obligations. Further, it would be improper for an 
agency of the Federal Government not to attempt to collect reasonable charges 
for services rendered on such an assignment, from an insurer who has received 
from the veteran, a premium predicated on such a contingency arising, thus in 
effect, providing a form of subsidy to the insurer without statutory authorization. 
The Office of the Chief Medical Director is always willing and anxious that 
he role of the Veterans’ Administration, and in particular the part played by 
is office, in furnishing medical care and treatment to eligible veterans is clearly 
inderstood by all groups. If additional information on this subject is desired 
by anyone, they should feel free to submit such requests in writing to the Chief 
Medical Director and every effort will be made to furnish the desired data. 


SUPPORTING STATEMENT No. 5 


1952 NATIONAL CONVENTION, NEW YORK, RESOLUTION 8&8 RESOLUTION PROTESTING 
REDUCTION OF VA CONTACT SERVICES 


Whereas during the fiscal year 1951-52 there were 127 Veteran’s Administration 
contact offices closed; and 

Whereas with 18 million living veterans and more coming out of Korea every 
day this is no time to close the contact offices of the Veterans’ Administration 
and force beneficiaries to find their own way; and 

Whereas we feel contact offices are one of the most, basic, fundamental, necessary 
lirect services to veterans—among other things supplying needed information 
to veterans and dependents and providing assistance in filing claims: therefore 
De it 

Resolved by the American Legion, convened in its 34th Annual National Convention 

Vew York, N. Y., August 25-28, 1952, That we protest most vigorously any 
elimination or curtailment of Veterans’ Administration contact services and 


offices. 


RESOLUTION 576 REAFFIRMATION OF AMERICAN LEGION POLICY ON HOSPITALIZATION 
OF VETERANS 


Whereas the President in his last several annual budget messages to the Congress 
has enunciated the position that the chief responsibility of the Government is to 
give medical care to veterans who have been disabled in the service; and 

Whereas in the budget messages referred to above, the President has further 
stated that the need of veterans not resulting directly from military service can 
best be met through the welfare programs serving the whole population; and 

Whereas the President has further stated that the size of the VA hospital 
system shall be limited to the number of hospitals in operation or authorized for 
veterans; and 

Whereas Whe security of the Federal Government has necessitated the mainte- 
nance of Armed Forces approximating 3% millions; and 

Whereas the fighting in Korea has produced approximately | million veterans 
since June 27, 1950; and 

Whereas veterans of the Korean fighting are adding approximately 600,000 
annually to the veteran population which is now in excess of 19 million; and 


32490—53—pt. 1——_54 





Whereas the obligation of the Federal Government to care for the war a 
emergency period disabled applies with equal force to all of the groups enumerat, 
above: now, therefore, be it 

Resolved, That the American Legion, in national convention assembled 
New York City, August 25-28, 1952, reaffirm its stand for the provision of med 
and hospital care for those with service disablements; and be it further 

Resolved, That the American Legion reaffirm its support of the policy of provid 
ing hospital care for veterans with disablements not adjudicated as due to servic, 
where such veterans cannot reasonably afford to pay for such care and treatment 
and be it further 

Resolved, That the American Legion reaffirm its belief that such medical car 
and hospital treatment shall be provided by the Veterans’ Administration; and 
be it further 

Resolved, That the American Legion believes no fixed and arbitrary limit can | 
placed on the number of hospital beds needed to provide such services but ths 
the Congress should determine the number to be provided in the Veterans’ Ad- 
ministration on the basis of need as such need arise and as staffing can be secured 
and be it finally 

Resolved, That the national legislative commission and division be authorized 
to act in conformity with this resolution to the end that there shall be no impair- 
ment of the care of the disabled veteran, nor loss of his identity as a veteran in other 
groups of Federal beneficiaries. 


RESOLUTION 273 NO REDUCTION IN HIGH STANDARD OF MEDICAL SERVICE AT 
HINES HOSPITAL 


Whereas the VA will soon activate 2 new 500-bed hospitals in the Chicago 
area, 1 commonly known as the Tumor Research Hospital on the northeast 
side and 1 general medical and surgical on the southwest side; and 

Whereas these two hospitals are created for the purpose of taking care of specific 
needs among our veterans and in nowise should it be contemplated that they are 
intended to take the place of Hines VA Hospital; and 

Whereas Hines VA Hospital has for many years been considered one of the 
outstanding VA hospitals, not only as a treatment center for patients, but for its 
many research programs: Therefore, be it 

Resolved, by the American Legion in convention assembled, in New York, August 
25, 26, 27, 28, 1952, We recommend that the Director and the Chief Medical 
Officer of the VA be prevailed upon to the end that nothing shall be done to 
retract or reduce the quality and the quantity of the medical service now being 
extended to our veterans at the Hines Hospital. 


RESOLUTION 516--SURPLUS FACILITIES OF EXISTING ARMED FORCES HOSPITAL BE 
MADE AVAILABLE TO VETERANS’ ADMINISTRATION 


Whereas the present procedure is to discharge wounded service personnel as soo! 
as possible and send him to a Veterans’ Administration facility near his home for 
further treatment and rehabilitation; and 

Whereas facilities were built up by the armed services, at great expense, for the 
treatment and rehabilitation of disabled service personnel of World War II and 
are not now being utilized, due to the deactivation of these facilities; and 

Whereas adequate facilities are not now available, in all areas, by the Veterans’ 
Administration for the treatment and rehabilitation of these disabled servicemen 
Now, therefore, be it 

Resolved, by the American Legion in National Convention assembled, in Neu 
York, August 24-28, 1952, That the facilities of existing Armed Forces Hospitals, 
if and when they become surplus, be made available under contract to the Veterans’ 
Administration for the treatment and rehabilitation of these disabled ex-service- 
men. 
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SOLUTION 564 RELATIONSHIP BETWEEN THE VA DEPARTMENT OF MEDICINE AND 
SURGERY AND THE EDUCATIONAL INSTITUTIONS OF THE NATION 


Be it resolved, by the American Legion in National Convention assembled, New 
York City, N. Y., August 25-28, 1952, That the relationship between the Vet- 
erans’ Administration Department of Medicine and Surgery, and the educational 

titutions of the Nation: 

i. Has provided superior medical care for veterans (and this indeed is the 
expression of the veteran patient himself). 

2. Has provided a unique device for recruitment of medical personnel of the 
ighest quality for the Veterans’ Administration medical program. 

3. Has made many of our Veterans’ Administration hospitals the equal or 
superior of any hospital anywhere in the world. 

1. Finally, has made the Veterans’ Administration a full partner with all other 
responsible elements of American medicine in the crucial educational project of 


producing more and better trained medical personnel for the Nation. 


RESOLUTION 518--ADDITIONAL HOSPITAL BEDS 


Whereas the nationwide shortage of beds in Veterans’ Administration hospitals 
s causing wide distress among sick and disabled veterans; and 

Whereas this shortage of beds plus the present hospital operating policies of the 
Veterans’ Administration are resulting in denial of admission to veterans who are 
suffering from chronic disabilities and who cannot afford private medical care; and 

Whereas in many instances patients in Veterans’ Administration hospitals 
with chronic diseases are being discharged on the assumption they have reached 
maximum hospital benefits; and 

Whereas the untimely and unwarranted discharge of these veterans is bringing 
them to poverty and distress, and in many cases is the factor in their premature 
death: Now therefore, be it, 

Resolved, by the American Legion in national convention assembled, in New 
York, August 24-28, 1952, That the Congress of the United States is hereby 
petitioned to enact legislation which will direct the Veterans’ Administration to 
construct or provide a sufficient amount of additional hospital treatment and medi- 
cal care to medically indigent veterans including those veterans suffering the 
ravages of chronic diseases or disabilities regardless of service connection, in- 
cluding the aging veterans in the geriatric category. 


RESOLUTION 99——ADDITIONAL VA HOSPITAL BEDS FOR MENTAL AND TB CASES 


Resolved, That the 1952 National Convention urge continued efforts be made 
to secure additional Veterans’ Administration hospital beds for war veterans, 
especially for mental and TB cases. 


RESOLUTION 193--HIGH STANDARD OF MEDICAL SERVICE BE CONTINUED 


Whereas the American Legion, through a period of years, has created and 
build up a medical service recognized as the best in the Nation; and 

Whereas the American Legion, following careful study and diligent experience, 
has placed on our statutes, laws providing and granting certain rights and 
benefits to which veterans are entitled: Now, therefore, be it 

Resolved, by the American Legion at its national convention assembled, in New 
York, N. Y., August 25-28, 1952, That we emphatically disapprove any legisla- 
tion, pending or contemplated, which would curtail or eliminate the high standard 
of medical service now accorded to veterans, and that we recommend in the 
interest of economy and efficient administration that all appropriations limiting 
or curtailing the fine medical service accorded to veterans be reinstated, and we 
further recommend that all rights previously accorded to veterans be continued 
in full force and effect and made available to the veterans of the Korean conflict. 
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SupportTinGc STATEMENT No, 6 


The American Legion is engaged in an effort to determine whether there ar 
abuses of the privilege of VA hospitalization, the extent of such abuses, and 
means to correct the abuses. 

Surveys have been conducted at Indianapolis, Ind.; Dearborn, Mich.; Columbia, 
S. C.; Fort Miley, Calif. 

These surveys are printed in full in the volume entitled ‘‘Rehabilitation Pro- 
gram of the American Legion,’’ hearings before the Committee on Veterans’ 
Affairs, House of Representatives, 83d Congress, Ist session, March 4, 1953. 
pages 259 to 283, inclusive. 

The American Legion has sought and secured revision of the form 10—P-10 
(application for hospitalization). The revised form has the penalty clause below 
the signature on the face of the application. 

The American Legion is working to screen applications for hospitalization more 
carefully through its own service officers. 

The American Legion is working to screen applications for hospitalization 
through the non-VA doctors and officials reporting physical examinations. 

The American Legion is working to screen applications for hospitalization more 
carefully through the admitting doctors and officials of the VA. 

The American Legion is working to give applicants for hospitalization mor 
information regarding the requirements for eligibility to share the privilege of 
hospitalization. 


SUPPORTING STATEMENT No, 7 


ZOAN GUARANTY SERVICE OF THE VETERANS’ ADMINISTRATION, AND THE HOUSING 
AND HOME FINANCE AGENCY 


There has been some talk of the transfer of the loan guaranty service of the 
Veterans’ Administration to the Housing and Home Finance Agency. Two 
years ago the American Legion definitely opposed this move for the following 
reasons: 

1. Those then in charge of the Housing and Home Finance Agency did not 
believe in a veterans’ program. Such a transfer could be a move toward ending 
the World War II loan guaranty program established by the Servicemen’s Read- 
justment Act of 1944. (Similar guaranties are now provided in the Veterans 
Assistance Act of 1952 for Korean veterans.) 

2. The VA loan guaranty program would cease to be a major program and in 
all probability could lose its identity in the huge Housing and Home Finance 
Ageney program. 

3. Those who have been closely associated with the VA loan guaranty program 
believe it has provided a needed service to a great number of veterans. Such 
administrative deficiencies as have been noted have been or are being corrected. 


SuPPORTING STATEMENT No. 8 
VOCATIONAL REHABILITATION AND EDUCATION 


Training programs for World War II veterans are rapidly coming to an end. 
The present total enrollment under Public Laws 16 and 346 is 80 percent less 
than the peak enrollment in December 1947. Only 55 percent of all eligible 
World War II veterans have had some training under both laws. Only 16 percent 
of those who have been in training have exhausted their entitlement under Public 
Law 346 or have been declared rehabilitated under Public Law 16. 

We are now in the initial stages of training and educating Korean veterans 
under Public Laws 550 and 894. Public Law 894 is an extension of rehabilitation 
benefits under Public Law 16, the World War II Act, which has proven to be 
very successful. Public Law 550 is a new act, the product of a thorough investi- 
gation of the World War II program. Its implementation has-been gradual and 
promises to minimize the many abuses experienced under Public Law 346. 

Through the monthly educational allowance paid the veteran for subsistence 
books, and tuition, Congress has clearly manifested its concern with the veteran 
and not with any benefit which might flow to schools or others. 

The suecess of this program will depend upon the supervision maintained 
through monthly reports. The plan will save millions in administrative costs 
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In spite of the fact that trainees under Public Law 550 receive smaller maximum 
allowances for tuition and supplies than the World War II veterans and maxi- 
mum entitlement was reduced from 48 months to 36 months, there has been 
practically no complaints from the Korean veteran. The future success of this 
rogram will depend upon adequate supervision by the Veterans’ Administration 
and the wholehearted cooperation of all training institutions and establishments. 


| 
| 


SUPPORTING STATEMENT No. 9 
BOARD OF VETERANS’ APPEALS 


[he Board of Veterans’ Appeals of the Veterans’ Administration has the statu- 
tory obligation of deciding all appeals to the Administrator of Veterans’ Affairs 
m all questions with respect to claims involving benefits under laws administered 


by the agency. The importance to veterans, their dependents and beneficiaries, 
if the Board’s work will be recognized. 
mor he Chairman of the Board of Veterans’ Appeals is conservative. Through the 
years, our rehabilitation staff has been close to the Board’s operation and has 
more observed that he has adhered to the policy of e mploying only enough people to 


re of meet the needs of the workload. There has been no ‘‘fat.’ 

Some years ago an appropriation was made which would have permitted 
employment of 550 people. When the Board was operating at its peak, the total 
employed was 357. 

In Public Law 425, 79th Congress, approved June 22, 1946, it was provided 
that ‘““The Board shall be composed of a Chairman, a Vice Chairman, such number 
of associate members as may be found necessary not to exceed 50, and such other 
professional, administrative, clerical, and stenographic personnel as are necessary 
n conducting hearings and considering and disposing of appeals properly before 
such Board * * *,” 

There have never been more than 37 associate members employed. There is a 
Chairman, Vice Chairman, and 36 associate members today; 10 of the associate 
members are medical and 26 are legal; 10 medical, 1 dental, and 77 legal consultants 
are on duty. 

The Board’s total personnel ceiling was set at 306 for the fiscal year 1953. 
Money was available only for a total of 302. The number which may be employed 
changes from time to time to absorb ingrade promotions which are statutorily 
required. Buta total of 296is on duty today. The freeze order effective January 
11, 1953, caused a cut from 299. 

It might appear that there are a large number of medical and legal consultants. 
It will be recognized, however, that a greatly increased number of associate 
members would be required at far greater cost, if the members themselves had 
to do the research in law and medicine and prepare the decisions. The Board 
members decide what they want. They are responsible for the decisions, operating 
as sections of three. The Board is in production to accomplish its task. This 
makes full utilization of consultants imperative. 

Operational procedures have been revised and greatly simplified thus reducing 
the correspondence and record maintenance, conserving stenographic and clerical 
personnel, and saving money. 

The Board has a big job. We are convinced that the production rate required 
exceeds that which should be considered reasonable. Dissatisfaction has been 
‘ble expressed by accredited representatives of the American Legion throughout the 
nl country with the form of decision released today. It is a type that is forced 
blic ipon the Board operating on a production basis. 

In spite of the effort that is made, there is a constantly increasing backlog. 
ahie In this fiscal year 1953, the Board is rendering 5,250 decisions monthly. On 
ion July 1, 1951, at the beginning of the 1952 fiscal year, the Board had a backlog 
_ of 5,580 cases; on ane 1, 1952 this had risen to 7,743. It is estimated that the 
ba ‘klog will be 12,241 on July 1, 1953, the beginning of fiscal year 1954. It is 

elieved that the daotaan rate will continue through the next fiscal vear but 

can be seen that there would be little chance of reduction of the backlog with 

e present limited personnel. It is recognized that backlogs create more work. 

"ke the fiscal year 1950, the board released 77,245 decisions. It was the peak 
vear and the one in which a total of 357 people were employed. There were 
22,505 decisions rendered in the 1945 fiscal vear when 190 were employed in the 
board. When it is considered that the board will have decided in excess of 
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63,000 appeals in the present fiscal year, with less than 306 people on duty, the 
personnel has been increased only modestly to perform this most important work 

It is our judgment that the lack of personnel cripples the board today. During 
the vear, the Bureau of the Budget made a study of the appellate operations 
The results of such a study could lead only to a conclusion, we believe, that a 
personnel increase would be necessary in the next fiscal year to do the job that 
needs doing. 

We are convinced that the board is undermanned and have reason to be great] 
concerned. The American Legion is the recognized organization appointed as 
representative of the appellants in about 20 percent of the cases. We hav 
5 full-time accredited representatives appearing daily before the Board of Veterans 
Appeals and 8-part time representatives appearing frequently. Hearings ar 
either formal or informal. Because we are most anxious that the board render 
its decision in each case as expeditiously as possible, in the past several years 
we have had fewer formal hearings, where the board sits to hear arguments, tha) 
we would like. 

The other 3 major recognized organizations have a total of 9 full-time and 
11 part-time accredited representatives appearing as do we before the board i: 
Washington. Appellants appear with or without representatives also. Many 
Members of Congress appear. So do attorneys. Approximately 20,000 hearings 
are conducted by the board in Washington annually. 

The attached chart shows that certain sections of the board are assigned 
specific categories of appeals so as to assure the most intelligent consideration 
of each case. Reviewing cases on appeal with so many diversified issues, the 
board is in position to see where faults in actions taken in basic operating services 
are increasing work thus costing money. Recommendations made by the board 
have resulted in many regulatory and procedural changes which have been 
reflected in reduction of unnecessary workloads of the basic operating units. 
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Assignment of cases, Jan. 2, 1958 


Special assignments 


erculosis, manifestations; relationship to other 
seases; determination of activity and progression; 
umption of service connection differing as to 
World War I, World War II, and other cases; evalua- 
and statutory awards 
ric uleers, determination of activity; course; pre- 
nption of service connection; evaluation 
psychiatric diseases; classifications; psychiatric 
rders, differential diagnoses, relationship to 
, tha systemic disease, to combat service, to other hard- 
s of service; course; presumption of service con- 
tion, differing according to service; evaluation; 
irological conditions, classifications; etiology; 
ard j itionship to functional neuropsychiatric condi- 
Many tions; to other diseases and injuries, to hardships of 
ervice; course; presumption of service connection, 
flering according to service 
iropsychiatrie (overflow) 
signed cal diseases, classifications; etiology > relationship 
ther diseases, to hardships of service; presumption 


e and 


Arligs 


ratio! ervice connection, differing according to service 
S, the iunshot wounds (increased ratings), underlying 
rvices pathology; relationship to disease; statutory awards 


Misconduct disease; classification; etiology; presump- 
n of service connection, differing according to 
bee service; statutory awards 
ynduct injury; determining fact of; mental status 
ear, nose, and throat cases; etiology; presumption 
f service connection, differing according to service; 
itionship to hardships of service; evaluation and 
tatutory awards 
ental eases; reconciliation of conflicting records and 
harts; presumption of service connection, differing 
weording to service; relationship to hardships of 
rvice, intercurrent disease, injury 
soner of war; diseases due to confinement; relation- 
p to other diseases; course of diseases; evaluation 
Suicide; determining fact of; mental status 
Insurance; contract; automatic; gratuitous; disability 
benefits; waiver of premiums; death benefits, includ- 
ing questions of beneficiary designation and change; 
lationship, etc., indemnity; simultaneous claims 
ind entitlement under sec. 305, WWVA, ,924, on 
basis of uncollected compensation 
Forfeiture of rights; controlling law, differing according 
to service, benefit, penalty, etc 
ne of duty; controlling law, differing according to 
service; evaluation of facts; military procedures 
Need for aid and attendance; Public Law 149, 82d 
mng.; sufficiency of evidence; determination 
Medical reimbursement; controlling regulations, 
liffering according to service; emergency; availability 
f VA facilities 
juries during hosritalization or examination; sec. 31, 
Public Law 141, 73d Cong., and Public Law 866, 76th 
Cong.; malpractice, ete 
njuries during training; Public Law 16, 78th Cong., as 
amended, determination of relationship to training, 


board 


Special housing, conveyances, need, feasibility, etc 
Vocational rehabilitation; Public Law 16, 78th Cong., 
is amended, and Public Law 894, 8ist Cong., as 
:mended; entitlement; need; feasibility 
Education and training; Public Law 346, 78th Cong., 
is amended, and Public Law 550, 82d Cong., as 
amended; entitlement; type of courses approved; 
subsistence allowance; character of discharge 
‘elationship questions; marriage, divorce, and de- 
pen lency 
Attorney’s fees, burial claims, old pension claims, 
inish-American War, Indian Wars, Civil War, etc 
rgency officers retirement 
ppine cases; except vocational rehabilitation and 
ucation, not exclusive as to IR 
ther cases, not classified above 
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SupporTING STATEMENT No, 9a 
INSURANCE 


The Veterans’ Administration still conducts a big insurance business in its 
central and five district offices. There are 439,388 United States Government 
life-insurance policies in force with a face value of $1,908,611,917. Of these. 
24,666 are term, the remainder permanent plan, policies. Participating national 
service life-insurance policies in force total 6,915,769 with face value of $47,488 - 
497,261. Of these, 4,814,251 are term policies with face value of $37,651,719,000, 
There are 1,916,250 of these policies on which premiums are waived in whole or 
in part because the insureds are in active military or naval service. 

Administration of these two programs is a big task. The efficient operation 
today is a far cry from the chaotic conditions prevailing during World War II 
and in the early postwar vears. Great strides have been made in development 
of methods and standards and in better utilization of personnel, to the end that 
there has been a marked reduction in the cost of doing the job. 

The making of changes in contracts for life and disability insurance, collection 
and disposition of insurance premiums, maintenance of insurance-premium 
accounts, adjudication of disability insurance claims, the determination of dis- 
tributable surplus and its allocation for dividend payments, and the necessary 
administrative accounting and actuarial functions for the financial analysis of the 
separately maintained insurance trust funds, are all important phases of these 
programs. 

The great majority of policyholders pays premiums monthly creating a great 
deal more work than if payments were made quarterly, semiannually, or annually. 
Premium notices are sent to policyholders paying by direct remittance. All re- 
mittances received are posted on premium-record cards. This is merely one 
example of the huge clerical job required in conducting the business. 

At the peak following World War II, there were 20,000 employees in the in- 
surance service. This was reduced to 14,500 by July 1, 1950. The outbreak 
of war in Korea increased the work so that in May 1951 an additional 700 people 
were on a temporary status. There has been a reduction from 15,200 employees 
in May 1951 to 9,593 in January 1953, more than one-third, while the workload 
has decreased but 10 percent. 

There are backlogs, due largely to enactment by the 82d Congress of legislation 
relating to insurance. A constant effort to clear these backlogs is being made 
Insurance is a benefit for which veterans are paying. It is our opinion that the 
Veterans’ Administration tries sincerely to give them that service to which they 
are entitled. 

Public Law 23, 82d Congress, approved April 25, 1951, provided free indemnity 
coverage for members of the Armed Forces not insured under the United States 
Government or national Service life-insurance programs. It eliminated a vast 
amount of work incidental to issuance of insurance contracts and maintenance of 
insurance accounts. It created work, however, in providing bases for surrender 
of insurance contracts or for premium waiver during active service and issuance 
of nonparticipating national service life insurance to veterans of service on or 
after April 25, 1951. 

Public Law 36, 82d Congress, approved May 18, 1951, placed a burden on the 
insurance service. All national service life-insurance policyholders had to be 
informed that they could take annual dividends in cash or, to prevent lapse, 
could leave them on deposit. There were 144 million dividend credits placed to 
accounts of which one-half million were later paid in cash upon insureds’ applica- 
tions. It is a job to maintain a record of application of these credits to premium 
payment and to inform insureds of balances on deposit. 

We have no information as to the appropriation required to cover the cost of 
administration of the insurance programs. We, however, have an intimate 
knowledge of the job being done as rehabilitation staff members are at work 
daily in the central and five district offices. We feel very definitely that there is a 
positive need for at least as many employees as are presently engaged in this 
insurance business. 





SUPPORTING STATEMENT NO. 9B 
CLAIMS 


Che function of the claims program is basically that of adjudicating claims 

1 by living veterans for compensation, pension, specially adapted housing and 

omobiles, dental and medical treatment, and claims filed by dependents and 

eficiaries of deceased veterans for compensation, pension, burial allowance, 
accrued benefits, insurance and the servicemen’s indemnity. The program is ad- 

nistered in the central, 5 district, and 70 regional offices, the bulk of the work 
being performed in the field offices. 

; complexion of the claims program of the Veterans’ Administration is 

anging constantly. It is recognized that a positive effort has been made to 
expedite service rendered to veterans and dependents, a concerted effort to reduce 

time elapsing between the filing of claims for monetary benefits and the com- 
etion of their processing. Regulations and procedures are being revised and 
reissued continually, as amendatory legislation is enacted or further interpreta- 
tions are made of substantive law. The composition of groups of veterans and 
lependents is ever changing. 

The magnitude of the program may be envisioned as these few figures are con- 
sidered. At the end of January 1953, there were 2,466,177 living veterans on 
the rolls in receipt of either disability compensation or pension. As surviving 
dependents of 732,430 deceased veterans, there were 1,071,432 individuals receiv- 
ing death compensation or pension—443,505 widows, 309,699 children, 318,228 
parents. Beneficiaries were being paid monthly insurance benefits in 452,980 
cases and the servicemen’s indemnity in 9,684 cases. 

Because of the volume of work and the limited personnel authorized to do the 

b, we know the Assistant Administrator for Claims is concerned about the 

uality of ratings in living veterans’ claims particularly. He is worried, too, 
about the backlogs which create additional work. 

In January, 23,214 new disability compensation or pension claims were filed 
while in the month only 19,799 claims could be adjudicated. A backlog of 73,825 
laims, more than 3 months’ work, existed January 31. Initial and reopened 
laims in disability cases received in the 230 rating boards in central and regional 
offices totaled 164,433 in January. Action was taken on 171,521 cases but there 
were still 31,844 cases pending at the end of the month. There were 10,606 claims 
by dependents filed in January for death compensation or pension. There were 
11,097 adjudicated. Still pending at the end of the month were 35,801 claims, a 
backlog of 34% menths’ work. There were at the end of the month 8,484 national 
service life-insurance death claims pending, over 2% months’ backlog. There 
were 3,021 of these claims received and 3,259 settled in January. 

There has been a personnel reduction in the claims service greatly in excess 
of the reduction in workload. There were 13,000 employees in 1946. There are 
5,000 today. Reductions in force due to limited appropriations have caused the 
loss of competent personnel and hurt the morale so that capable young people are 
insure of their future in the agency. Young people are needed because of the 
large number of old employees. It takes time to train personnel for the job that 
this service does. 

We do not know what has been proposed to cover the cost of this operation 
but we are convinced that any reduction of personnel would hurt. We are just as 
concerned about the quality of work as are Veterans’ Administration officials. If 
a quality job is not done, deserving veterans and dependents may not be awarded 
benefits to which they are entitled. 


EXAMPLES OF PossIBLE ECONOMIES IN THE VETERANS’ ADMINISTRATION 


1. One of the experienced department service officers who is a World War II 
veteran submits this question: Why does not central office of the VA consider 
elimination of dual management at the VA center? The particular center to 
which reference is made now has 2 managers, 2 assistant managers, 3 organization 
and method examiners, 4 secretaries, and 1 clerk. Why could not the center be 
run by 1 manager, 1 assistant manager, 1 C. and M. examiner, and 2 secretaries? 


2. Another department service officer raises the question: Why do tables of 
organization submitted to the field by central office insist upon maintaining 
assistant chiefs of divisions when the responsibility of supervision can very well 
be fulfilled by 1 division chief with 1 of the working members of the division 
acting as his alternate in his absence? 
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3. A manager of a VA center submits that he has only 6 employees in the man- 
agement office of that center, whereas VA statistical summaries show as many as 
+ employees in the office of the hospital manager and from 4 to 7 in a regional] 
office in size approximating the 2 units which form his center. He estimates tha; 
on tlhe combined management he saves around $65,000 a year as compared | 
places where the regional office and hospital in the same vicinity each has its 
own set of management staff. 

Mr. Puiuurps. I have 1 or 2 questions. But first, are there any 
questions by members of the committee? 

Mr. Yates. I would like to ask the commander one question with 
respect to supporting statement No. 2. It states that the funds are 
inadequate for beds. Will you outline to the committee what cases 
you have in mind, Commander? 

Mr. Purttuips. What page of the statement do you refer to? 

Mr. Yates. Supporting statement No. 2. 

Mr. Goucu. Yes. We took this data from the VA hospital charts 
and forms from which we get the information that we have transmitted 
here. 

Mr. Yarzs. Is it your intention, by that statement, to indicate 
there were not sufficient funds available to provide bed care for 
veterans? 

Mr. 

Mr. Yates. That is right. Is that the number of cases or funds? 

Mr. Goveu. That is the number of beds. 

Mr. Yates. The number of beds where funds are inadequate? 

Mr. Gouau. Yes; the percentage of the total. 

Mr. Yares. If I remember the testimony correctly, Mr. Chairman, 
we were told by the head of the Veterans’ Administration that there 
were no cases, not one case of any veteran who was not getting care 
for service-connected disability. 

Mr. Purtturps. These are non-service-connected cases. 

Mr. Goveu. These are beds that could be available to eligible 
veterans. 

Mr. Yates. I see. 

Mr. Puiturps. These are all vererans waiting. It is a very minor 
detail but I think the Administrator’s statement was that there were 
about 70 in all, and some of them were, on their own desire, holding 
off going to some hospital. 

Mr. Yares. As I reeall his answer there was not one case of a 
veteran who had a service-connected disability who was lacking 
hospital treatment. 

Mr. Puiuuirs. I recall he said there were about 70 cases where the 
veterans themselves were delaying treatment. 

Mr. Yares. Where they had some personal reason for not being 
ready to go. 

Mr. Paruuipes. I think that was the general statement. I do not 
think he intended to say there were none, but as I recall he said about 
70. 

\ur. Jonas. In view of the explanation that has been made, do you 
not think it should be noted on this supporting statement that it is 
intended to apply only to the service-connected cases, because he is 
including all cases. 

Mr. Puitures. I think probably Mr. Gough would be willing to 
add a note to this somewhere indicating it includes both service-con- 
nected and non-service-connected. 
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Mr. Gouau. Yes, Mr. Chairman. And may I call attention to one 
other thing, Mr. Yates: I am quoting here from the statistics on vet- 
erans’ activities, and this is dated January 31, 1953, applicants eligible 
for hospitalization, which shows the disabled service-connected, at 336. 

Mr. Anprews. What was the amount of the service connected, 
Commander? 

Vr. Gouau. Three hundred and thirty-six. 

Mr. ANDrREws. Here is what General Gray told us on that 

Mr. Govan. The 70 refer to a different date, no doubt. 

Mr. ANprews. It has gone up since December. 

Mr. Goucu. Yes. This was on January 31, 1953. 

Mr. ANprEws. And what was the other figure? 

Mr. Gouacu. They had 70 on December 31. 

Mr. Anprews. Here on February 5, 1953, in the testimony he 
vave before this committee, I asked this question, and it appears at 
page 166 of the hearings, and I quote: 

Mr. ANDREws. I want to get this question in the record at this point, although 

has been answered previously. Of all the service-connected disability cases 

the United States as of today, there are only 70 on the waiting list; is that right? 

General Gray. Yes, sir; that is right. 

Mr. ANDREWS. Service connected? 

General Gray. And in many instances, Mr. Congressman, when I have asked 
the question of hospital managers or medical directors as to whether there are 
ny service-connected cases waiting hospitalization, I have found that the bed 
s available, the man has been ordered in, and he is delaying his own departure 
for the hospital. 

Mr. ANDREWs. Now I want to ask one further question. As a matter of f ct, 
lo you not keep in reserve beds at all hospitals for service-connected cases? 

General Gray. We are so organized that we are prepared to accept service- 

nnected cases upon necessity and upon application. 

Mr. ANpREws. There is no waiting? 

General Gray. No, sir. 

Mr. ANDREws. That is good. 

Mr. Govau. I think probably there was a time lag between 
December 31 and the date you gave. 

Mr. Anprews. This was February 5? 

Mr. Govan. February 5. 

Mr. Anprews. Mr. Chairman, | think the commander is to be 
commended for brining this matter to our attention. It does indi- 
cate to my mind there is a disparity between the testimony that 
General Gray gave on the subject in answer to questions I put to 
nim, 

Mr. Yates. I think certainly when General Gray appears before 
is some 2 weeks from now, we ought to call to his attention the fact 
that there is a disparity in the numbers. 

Mr. Puttures. The suggestion is a good one. 

Mr. Kraaspe.. Mr. Chairman, in the matter of taking inventories: 
it does take time after the request is made. We are finding cer- 
tain groups of service-connected cases who do wait a little bit before 
reporting to the hospital. 

On December 31, for instance, there were 70. That was based on 
the statistics available to us at that time. On January 31, a month 
later, as the commander has mentioned, there are 336 on the list, and 
by this time we may expect that most of them have been admitted 
or are waiting until they want to report. 

Mr. Yares. I still maintain that on February 5, when the Adminis- 
trator testified before this committee on this subject, there was avail 
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able information; certainly, the facts were available, because that was 
sometime after January 31, and therefore I still maintain that whey 
General Gray and his staff brings a statement up here they should 
know just exactly what the situation is, and your statement shows tha; 
there were not 70 cases, but there were 336. 

Mr. Kraapen. I do not mean to contradict you, Mr. Yates, but 
the matter of compiling figures for all the hospitals, some 158, had not 
been completed by the time of the hearing on February 5; it does tak. 
several weeks before they are compiled, printed, and are mad 
ay ailable. 

Mr. Yates. That may be correct, but he certainly gave the wrong 
impression at the time he was here, and I think they ought to hay, 
known what the facts were by the time he was here. 

Mr. Puiurips. The Veterans’ Administration will be here at th 
end of 2 weeks, and by that time I think maybe General Gray should 
be able to get the figures in balance. 

Mr. Jonas. May I say, Mr. Gough, that it is not the difference 
between the 70 beds and the 336 beds that worries me; it is the 
difference between whether there are 70 or 300 beds, or 5.000 beds 
that you talk about publicly, and the general public is not able to 
distinguish between them. When your figures show 5,467, the news- 
papers of the country and the public generally get the impression 
that there are that manys ervice-connected cases; and I think a dis- 
tinction ought to be made always between the service-connected cases 
and the cases that are not service connected. 

Mr. Yates. Going back to the discussion we had a while ago, con- 
cerning General Gray’s statement that there was not one case on the 
waiting list, and the explanation that there were 70 who were waiting 
through their own wishes, because they had decided not to go to the 
hospital at that time, when you refer to 336, are those the same types 
of cases, those who do not wish to go to the hospital? 

Mr. Kraasev. Not entirely. There are several reasons for delay- 
ing’. 

Mr. ANprEws. Let me repeat the statement I gave a moment ago, 
because I do not want to see a single veteran who suffers a service- 
connected disability having to wait 30 seconds to get into a hospital 
That is what I had in mind when I asked this question: 

Mr. ANDREws. Now I want to ask you one further question. As a matter of 
fact, do you not keep in reserve beds at all hospitals for service-connected cases? 

General Gray. We are so organized that we are prepared to accept service- 
connected cases upon necessity and upon application. 

Mr. ANprREws. There is no waiting? 

General Gray. No, sir. 
Mr. AnprEws. That is good. 


That appears on pages 166-167 of the records of the hearings of 
February 5, following this statement by General Gray; on page 166: 
And in many instances, Mr. Congressman, when I have asked the question of 
hospital managers or medical directors as to whether they are any service-con- 
nected cases waiting hospitalization, I have found that the bed is available, the 
man has been ordered in, and he is delaying his own departure for the hospital. 


Mr. Yares. Is not this a good example, and just one example of 
what we have found in other instances, of disparity between informa- 
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tion Or impression that may be left in the minds of the public, and 
testimony we hear from those who come before the committee? 


Notgs.—A revised and corrected figure of service connected awaiting hospitali- 
yn on January 31, 1953, is 164. This was furnished by the VA on March 20, 


\ir. Paiuurps. It is an excellent example. 

Mr. Yares. I think the dental case in Wisconsin is another instance, 
vhich you may want to bring out. 

Mr. Puiturps. Yes, I will be glad to do so. The dental care | 
otice somewhere is spoken of very highly, the dental care program, 
and [ think the committees of the Congress would go along with you 
that sound dental care should be given to all veterans needing it. I 
have heard several statements made by members of the legislative 
ommittee that there should be some limits, and | think that a limi- 
tation should be placed upon it. I think that is something that 
should be discussed thoroughly, and I think it will be. 

What Mr. Yates refers to is a notice that was received by a dentist 
u Wisconsin, which I will read to you. It is dated March 14, 1953, 
and reads: 

The enclosed letter informs you that service-connection has been granted for 
tal condition, and that you are eligible for treatment of the teeth or dental 
ondition listed. 

However, we regret to inform you that as a result of reduced appropriation, 
ifficient funds are not available to authorize your dental (examination) (treat- 
ent) at this time. There is no clear indication as to when such funds will become 

iilable 

\ll dental treatment will be authorized in the order in which the applications 
wre received, Please be assured that every effort will be made to authorize your 
lental treatment as soon as possible. 

Now, in contrast to that this committee, not knowing of this, on 
March 17, 1953, asked the Veterans’ Administration to give us a 
memorandum showing the amount of money still in that fund unex- 
pended, and there were on the 17th of Mare h, 3 days after this notice, 
$5,138, 000 unobligated in the outpatient fund for dental care. 

I am citing that as an illustration of the fact that facts are not 
adhered to many times. That is one of the reasons why I reserved 
my questions, which I will ask a little later. And I have a suggestion 
to make when I get to it. 

First of all, we all agree that there has been in the program things 
which create misunderstanding. I am sure you agree with that. We 
assume full responsibility for a certain portion of that misunderstand- 
ing, and we hope that the Legion will assume certain responsibility 
for this misunderstanding, as well as the DAV and other organiza- 
tions. Iam a member of the DAV in my own right, and for a period 
of 27 years have held a card in the American Legion, and | think we 
can all stipulate in the beginning that we have a mutual interest in 
both the veterans and their hospitalization, and some of us have very 
personal reasons for our interest. 

| suggest that we should not on either side make statements with- 
out consulting the other side as to what the facts are in the case. 
[ have here a copy of a magazine article of February 14. No attempt 
whatever was made to ask any Member of Congress, and I am certain 
to ask the members of this committee, whether any statements in 
that article were correct before it was published. Nor have other 
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veterans’ organizations made any effort to find out if the statements 
were correct in the article, but have republished the article in various 
ways and in full. The article is not correct as to accuracy, and yet 
it could have been relatively easy to determine what the facts were 
before it was released. 

The point I am Jeading up to is to let us all assume certain responsi- 
bility, and try to know what the facts are before statements are made 
We have no time in the 30 minutes allowed this morning to discuss the 
matter in detail. This committee has several times indicated that it 
thought it would be a good idea to get representatives of the various 
veterans organizations together and see if we cannot, through this 
means, work to the end in which we are all mutually interested. We 
are faced with the material fact that there is not enough money to do 
all the things in the United States that we would like to do. W, 
cannot spend $60 billion or $70 billion a year for defense and then get 
all of the other things we are interested in, internally and externally 
We face a situation which is very close to the hearts of every Legion- 
naire, and that is, what are we going to do about some of the veterans 
problems; are we going to continue programs until the money they 
receive is not worth 50 cents on a dollar, because we cannot do 
everything? 

That is something which I as a veteran and as a Legionnaire would 
like to see the American Legion and the veteran groups devote more 
study to, because there are elements in this whole program which | 
think should be appreciated more. 

Now, I think this committee can agree fully with your statement, 
on page 2, that there is substantial agreement that provision should 
be made to care for veterans who are suffering from tuberculosis, 
mental disorders, more than 90-day disabilities (chronic), and other 
disabilities where the veteran cannot reasonably afford to pay for such 
care and treatment, and where there is a bed available. 

But I have not seen anywhere that the American Legion has done 
any protesting concerning the way the last sentence of Public Law 2 
of the 73d Congress is being administered, which says: 

The statement under oath of the applicant on such form as may be prescribed 
by the Administrator of Veterans’ Affairs shall be accepted as sufficient evidence 
of inability to defray necessary expenses. 

I have not seen any effort on the part of the various veteran organi- 
zations to take that out of the law, and yet there are many in hospitals 
today, admittedly being taken care of at the expense of the taxpayers, 
whose income is anywhere from $4,000 to $50,000, and who own real 
estate worth up to $500,000 or more. 

The number of such patients may not be large, but the fact that 
there are in hospitals those who can pay all the costs and can pay their 
expenses may require another amendment in the law, and I think 
maybe that is something we ought to give consideration to. 

We must conclude this hearing, and I do not want to be suggesting 
a field of endeavor now, and perhaps later we will have a fuller dis- 
cussion. But, you say on page 3 that the decision of the Congress was 
to have 131,000 beds. That was not the decision of the Congress; 
that was the decision of the President, was it not? 

Mr. Govan. The President reduced the total of approximately 
145,000 to about 131,000 beds. 





‘ments 
rarious 
nd vet 
S wer 


spons)- 
made 
ss the 
that it 
arious 
h this 
1. We 
"to do 

WwW: 
en vet 
nally 
egion 
terans 
r they 
ot do 


would 


more 
nich | 


ment, 
hould 
ilosis 
other 
r such 


done 
saw 2 


cribed 
idence 


‘gani- 
Ditals 
vers, 
. real 


that 
their 
hink 


sting 
, dis- 
} was 


ress ; 


itely 


861 


\(r. Potties. The Congress suggestion was 145,000, but the Presi- 
dent said 131,000. 

\ir. Goucu. Yes. May we amend that part of the statement? 

Mr. Puiuips. I think it would be good if you did. 

\ir. Goven. Yes, I would like to do so. 

Mr. Purturps. You say on page 4: 

We believe that Congress is in position to determine what programs shall be 
provided and how much money is necessary to administer such programs. 

We have always thought that we had a little knowledge that is not 
generally circulated, but we would appreciate the cooperation, and 
understanding of the veterans groups. When some announcement 
ol report is made by the VA, and I am sorry to say these are pot 
always accurate, we often get an attack from the veterans’ orgariza- 
tions, Without consulting the other side. 

Your stetemept is an excellent one, and we appreciate the sug- 
gestions contained in it. 

Of course, this a matter that deserves more than a 30-minute discus- 
sion before the committee; and as Mrs. Rogers suggested yesterday, we 
hope there can be a meeting of representatives of the two committees, 
aided by representatives of the veterans organizations. We are all 
faced here with doing something about this whole problem, and we 
are going to have to decide if there are going to be classes of veterans, 
one group entitled to care for one kind of disability; another group 
another kind, and whether there is to be an arbitrary limit on the 
number of beds. 

We may have to change the law. While we are talking about 
veterans hospital beds, there are beds available in naval hospitals and 
in public-health hospitals and other hospitals which could be had 
under contract. The Navy hospital in Philadelphia, we are told, is 
in danger of being classified as a second-rate hospital by the American 
Medical Association, because it has too few patients. 

We appreciate your being here with us this morning and we would 
like to have a longer discussion. 

Mr. Govan. May I say several things, sir? First, 1 would like to 
thank you for expressing yourself as you have. I would like to 
substantiate that which is not neeessary, your activity in the American 
Legion which I have known as State commander in your own State, 
from mutual friends such as Lew Sloneker and Charley Farrington 
who know of your long-time interest. I would like to say that it 
happens by coincidence that in the month of February, at the time 
the article appeared in Collier’s, I think you probably noted in the 
Legion magazine that I wrote an article that I consider entirely factual 
and helpful. I think that it is an article that can be documented 
because I think these things must be; otherwise they could do tre- 
mendous harm if we do not tell the things that are factual. I would 
like to say further along the lines of economy that I have wanted to 
be in a position to say publicly, to speak and to have all members who 
are concerned with the program of rehabilitation and services and care 
for veterans, that we are taking the lead aggressively in economy and 
efliciency and in order to give better service, 

I have mentioned one about consolidation of two departments. In 
addition to that, we feel that more latitude should be given to the 
regional managers in the field; that there is too tight a rigid a table of 





organization. There should be limitations, of course, but the oper- 
ating control should not be entirely in the central office. We feel 
there should be more latitude to the regional manager, with efficiency 
and economy, in the field where he can see it best. We should hay: 
regional offices in Government-owned buildings wherever that. is 
possible. Death claims could be decentralized, about a fourth of th: 
claims being death claims; and we have testimony from our service 
officers that regional offices can take those pretty well in stride and 
that would mean an economy. And that the assistant directors and 
supervisors should not be saddled with too rigid a table of organiza- 
tion; that special services be placed in the Department of Medicine 
and Surgery, eliminating what you might call the top brass that has 
crown for that special feature; maintain the regional office structure 
in the field but to emphasize the separation of the operating activities 
from the policy and staff functions, and with a short-term operation 
rather than a lengthy operation for economical reasons. 

These things we feel are constructive steps; they are steps for 
efficiency and economy, and we are sponsoring them. 

We would like to call your attention to one more thing, sir, and that 
is sn supporting statement, No. 6 in the supporting statements, since 

‘have referred to the oath. Here we pointed out that some of the 
surveys that we have conducted to determine the extent of such abuses, 
and there will be six more surveys under way soon. We have talked 
this over with AMA, and we are requesting in the field that they cooper- 
ate with us in several different types of surveys, all leading to the elimi- 
nation of abuses. We have worked to screen applications. First of all, 
we have sought and secured revision of the form, P—10, the application 
for hospitalization, so that the revised form will have the penalty 
clause below the signature on the face of the application. 

Mr. Purtures. Has that been done? 

Mr. Gouau. Yes, sir; we have a copy of the revised form here. 

Dr. Suapiro. Also instruction by the Administrator to screen these 
cases. This was done at our suggestion. We asked that the form be 
revised, and here are the instructions that went out to screen these 
cases. 

(The form handed the committee by Dr. Shapiro contains the fol- 
lowing provision:) 

WarNING.—If you knowingly make a false statement of any material fact in 
or in connection with this application, you are subject to possible forfeiture of 
veterans’ benefits, and prosecution in a United States court. 

Mr. Gouau. We worked to screen applications more carefully—our 
own service officers—to screen applications through the non-VA 
doctors who are reporting physical examinations. ‘These are the 
things we have already discussed with officials of the AMA, and we are 
working to screen applications more carefully through the admitting 
doctors and the officials of VA, and we have discussed it with them 

I have this as a supporting statement, sir, and our concern is the 
same as yours, and may I adjust one more thing, and that is that our 
staff would be happy indeed to sit down with any or all members of 
this committee at any time that you see fit. 

Mr. Puiturs. We thank you very much. I am sorry to bring th: 
hearings to a close but we have three more veterans’ groups. 

(The following information was later supplied and requested to be 
inserted in the record:) 
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he American Legion survey of 97 consecutive non-service-connected G. M. and S, 
ses, VA hospital, Fort Miley, San Francisco, Calif., January-February 1952 


cases (non-service-connected, permanent and total pension 5 | $40, 680 
cases with claims pending | 

| 

| 


claims denied 


connected but hospitalized for 


e-connected, claims pending 
ns filed 


lotal 


ployment status: 

Not employed 4 
On civil-service retirement 
lemporary employment 
Part-time employment 

Self employed 

sick leave. - 





Money 
Number pent for 
private 


care 


53, 256 

350 

non-service-connected disabilities } 1, 250 
14 | 3, 309 

19 33, 644 


97 132, 579 


Income status after onset of illness or hospitaliza- 
tion: 
Income stopped - - 
Civil-service retirement pay - 
On civil-service sick leave. -_.. 
Income not stopped - - 
Income partially stopped 


Employed.. 
Total... ...ceccccsucasvaccubcoessrsestece po 
Total 
VBTERANS’ ADMINISTRATION, 
Washington, D. C., August 5, 1953, 
[o Managers, All Veterans’ Administration Hospitals, Regional Offices, and Area 
Medical Directors: 

1. VA Form 10—P-10, Application for Hospital Treatment and Domiciliary 

are, has been revised, and the revision of April 1952 will be available for distri- 

ition in the near future. Instructions for all entries on VA Form 10—-P-—10 are 
contained in Technical Bulletin 10A—-289 and changes thereto; and, while applica- 
ble to the revision of November 1951, they are equally applicable to the revision 
f April 1952. 

2. On the revision of April 1952, item 30 has been rearranged to include in the 
space used for this item a warning as to penalty provisions. The penalty provi- 
sions, as distinct from a warning, were printed on the reverse of the November 
1951 revision. 

3. It is essential that all personnel who come in contact with this form 
thoroughly understand the questions asked, and be familiar with its use and 
purpose. 

{. In those instances in which an oath is required, the person who administers 
t will see that the questions and answers are read by or to the applicant and will 
cheek the appropriate block in item 31 to indicate the action taken. 

5. Exeept where the applicant is mentally incapable of understanding or is in 
an emergent condition, the warning will be specifically called to his attention. 

(Signed) H. V. Strriime 
(For Administrator Carl R. Gray, Jr.). 

Notge.—As to the balance for dental fees, the Veterans’ Administration advised 
the American Legion that it plans to allot $5 million in the fourth quarter of fiscal 
year 1953 for dental activities. 


32490—53—pt. 





Fripay, May 15, 1953. 
VETERANS’ ADMINISTRATION APPROPRIATIONS 


WITNESSES 
AMERICAN LEGION 


T. O. KRAABEL, DIRECTOR, NATIONAL REHABILITATION COMm- 
MISSION 

DR. H. D. SHAPIRO, SENIOR MEDICAL CONSULTANT, NATIONAL 
REHABILITATION COMMISSION 

MILES D. KENNEDY, DIRECTOR, NATIONAL LEGISLATIVE COM- 
MISSION 


Mr. Puruurrs. This is a special meeting of the committee which is 
being held so that we may hear the representatives of those organiza- 
tions which have requested to be heard by the subcommittee. We 
have a request from the American Legion, the Disabled American 
Veterans, the AMVETS, and the Veterans of Foreign Wars. 

7 now have the pleasure of hearing from the representatives of 
the American Legion, Mr. Kiaabel, Mr. Corcorar, Dr. Shapiro, Mr. 
McGrail, Mr. Kelly, Mr. Kennedy, Mr. Olson, and Mr. McGinnis 

Mr. Kennedy, are you acting as master of ceremonies? 

Mr. Kennepy. If you want to term it as such. 

Mr. Puruures. Who will make the statement for the Legion? 

Mr. Kennepy. Mr. Chairman and gentlemen of the committee 
we have no prepared statement at this time. Most of our testimony 
this afternoon will be offered by Mr. Kraabel, the director of our 
national rehabilitation commission, and of course we will be glad to 
answer any questions you gentlemen may have. 

We have Dr. Shapiro, our medical consultant, with us. 

On behalf of our organization we want to thank you for the invi- 
tation you extended to us on March 19, when our national commander 
was before your committee and testified. We are grateful for this 
informal gathering to see what we can do to help work out on our 
mutual problems, 

We are both shooting for the same objective, to help the veterans 
that need and are entitled to hospitalization. 

We have no new figures to offer you, Mr. Chairman. I do not 
know whether you have any or not. We have not been able to get 
any figures from either the Veterans’ Administration or the Bureau 
of the Budget, so we do not intend to go into the question of figures, 
but there is some feeling that there could be some savings effected 
and Mr. Kraabel would like to talk to you about those more or less 
and then the balance of the meeting, with your permission, of course, 
we thought would resolve itself into whatever questions you gentlemen 
may have to ask us, with general exchanges, suggestions, and informa- 
tion. 

Mr. Puiiures. Thank you, Mr. Kennedy. There is nothing this 
committee likes to hear more than suggestions for reductions in the 
budget. We are trying to balance the budget. Seriously, we are 
glad to have your suggestions. We do not have the figures ourselves. 
We hope to have them not later than the first of the week. We are 
supposed to have some preliminary figures by about 4 o’clock this 
afternoon and expect to spend most of the weekend working on them. 
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\ir. Kennepy. Mr. Chairman, | have just given to Mr. Duvall 
a — statement of some things that, with your permission, we would 
ke to have incorporated in the record. It sets forth some of the 
eas cal we have offered to the VA from time to time which, in our 
opinion, would result in some savings being effected. 

The information follows:) 


rpt from special circular on Veterans’ Programs, April 10, 1953, issued by American Legion national 
rehabilitation and legislative commissions) 


PROPOSALS FOR More EFFrsctTivE AND ECONOMICAL OPERATION OF THE VA 


The American Legion has from time to time proposed the following steps as 

tributing to better operations of the Federal agency handling veterans’ pro- 
rams ; 

1. Decentralize authority to handle death compensation, death pension, accrued 
benefits and burial claims to regional offices. It is felt that the regional office that 
handles Joe Smith’s claim should be equally well equipped and authorized to 
handle his widow’s case. Moreover, department service officers submit that 
rating boards in regional offices can take on this load with very little, if any, 
additional personnel. There could be considerable reduction in district office 
staffs handling this work at present. 

2. Give managers of regional offices and hospitals more authority and latitude 
of judgment in running their offices. There are many managers of VA installa- 
tions in the field who have constructive ideas born of experience on how, when, and 
vhere administrative savings can be made. Congressional appropriations com- 
mittees would do well to call some of these in and get their stories. 

3. Reexamine the need for the present number of assistant directors and assist- 

chiefs of sections or divisions. 

{. Define clearly the line of demarcation between policy and staff functions on 
the one hand and actual management and operation on the other. 

5. Survey the whole VA system for the purpose of effecting consolidations of 
management and ancillary services in those localities where there are two or more 
\A installations. 

6. Eliminate the Special Services Division as a separate operating division of the 
Veterans’ Administration and return the essential functions for the rehabilitation 
f hospitalized veterans to the Department of Medicine and Surgery. 

7. Stress the necessity of a stricter processing of applications for hospital care 
on the part of the so-called nonservice connected, with particular attention to the 
requirements of the law as to the sworn statement on ability to pay. 


Mr. Puruures. | am impressed in reading the first two of them. 
Maybe I better read the other five before I say it. However, the first 
two of them are matters which require no legal action by the C ongress 
or this committee. They are simply administrative matters, and | 
think that points up the most serious problem that all of us have. A 
great many of the criticisms that have been directed to the VA and 
a good many of those that have been directed to Congress are matters 
of administrative policy in the agency itself and could be corrected 
by policy. 

in the record a few weeks ago I presented some material, one of 
which was a statement from the registration officer in a hospital, 
wherein he said, as he had been instructed, that the rules did not 
provide that the veteran was to be told that he was signing a state- 
ment that he could not afford the hospitalization. I have had 
evidence of that from a good many hospitals. 

| received a letter from the Veterans’ Administration saying that 
if that were so, it was against the regulations of the Veterans’ Admin- 
istration and it ought to be investigated by the Congress. Why do 
they not do the investigating themselves? W hy does not the Adminis- 
trator tell the hospitals to change the policy? 
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We may have to do something about it, or we may have to put 
something in our report about it, and I think that probably would be 
the way to reach this. I think a lot of this is an administrative 
problem. We would like to know how to work it out. 

Mr. Kennepy. We feel the same way, Mr. Chairman, that a lot 
of these things require administrative rather than legal correction or 
additional laws. Take, for instance, this P-10 form. Mr. Kraabel 
and his people recommended as far back as April 19, 1952, to the VA 
people to c aw the so-called oath on page 2, I think it was on at that 
time, to page 1, which they did later on. I notice you mentioned that 
in one of your articles you had in the Congressional Record. You 
state there that it was transferred from the back ot the front of the 
page right under the signature and that you hoped that would be of 
some help. 

Mr. Puruurps. I think it will. 

Mr. Kennepy. I do not say this disrespectfully, Mr. Chairman, 
but I happen to be a notary public myself and have been for many, 
many years. I know that an awful lot of laymen sign papers and 
unless you tell them about it they. do not understand or appreciate 
or know the significance of an oath. They do not know what an oath 
means, They do not know what a notary means, or a commissioner 
of deeds, a sworn statement. 

Speaking of that same subject and also talking about correcting 
certain defects from the administrative angle, I know that you are 
all familiar with print No. 15 containing the letter from the Comp- 
troller General to Mrs. Edith Nourse Rogers, dated March 11. 

| was quite interested in one sentence thereof on page 7, and | 
quote: 

An abuse of the inability to pay entitlement has grown out of the unqualified 
acceptance under the law that the statement of the Veteran under oath is suffi- 
cient evidence of his inability to defray the necessary expenses for hospitaliza- 
tion. It was found that only 12 of the 46 hospitals surveyed showed the 
applicants the penal provisions of law for making false statements which appeared 
on the reverse side of the application form. 

Mr. Kraabel, I know, will be very glad to tell you, Mr. Chairman, 
of some recommendations he has made to the VA along that very line 
and also what the American Legion has been endeavoring to do to 
help correct that situation. 

Mr. Pau.uies. Mr. Kraabel, we are always glad to hear from you. 

Mr. Kraaper. Thank you, Mr. Phillips. 

Mr. Puriurres. Tell me, on this No. 6, whether a simple transfer 
from the Special Services Division to the Department of Medicine and 
Surgery, which sounds to me like a very good idea, would actually 
save mone Vv. 

Mr. Kraapet. I think it would save the operating top echelon and 
you would not have to have an assistant administrator in charge of 
Special Services. 

It has always been my feeling that that was rather an artificial 
fabrication within the VA structure, that these functions had already 
been performed within the Department of Medicine and Surgery o1 
within the Supply Department, and it seemed rather inconsistent to 
have the barbershops and the chaplains all in one division to make a 
division for somebody to be the head of. I think now they are taking 
steps to bring those services back to the Medical Department where 
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they serve the hospitalized man and of course the canteen is self- 
operating and self-liquidating now. 

The former Assistant Administrator for Special Services, I believe, 
now is Assistant Administrator for Personnel, and I think those func- 
tions are going back. 

This would be one of our recommendations, Mr. Phillips, when we 
meet with the President’s Special Advisory Committee on Reorganiza- 
tion of the Government. We have an appointment with them on 
\fonday and this has already been lodged with them and we hope to 
repeat it. I think it will be accomplished. 1 think they have already 
started that. 

Mr. ANprEws. Does the canteen service come under the Division 
of Special Services, or is it separate? 

Mr. Kraape.. It is self-liquidating. 

(Off-the-record discussion.) 

Mr. Kraape.. Going on with the presentation, besides these points 
which Mr. Kennedy has put in the record, we have, in line with the 
statement made by our national commander when he appeared before 
you, made surveys of five new hospitals and interviewed the patients 
We had bedside interviews with the patients, especially in the G. M. 
and S. category, and we have that documented here, sir. 1 would like 
to present it to you. You decide yourself whether it goes in the record 
or not. However, it is interesting information on how these boys had 
spent their money before they went in. 

We also have two other hospitals now being surveyed. We hope 
to proceed with this in documenting and getting the facts as to the 
ability to pay on the part of these boys who are sick. 

I would like to give you this information. 

(The information referred to was supplied to the committee.) 

Mr. Kraapeu. The State of Pennsylvania undertook to do this in 
all of their hospitals themselves and we have that coming in this week 
and next week. 

Then, in the matter of processing the P-10, the result of our study 
indicates that there are some administrative steps that could be 
taken. You are correct, Mr. Chairman, in saying that many of 
these things are administrative here in the seven points t] at the com- 
mander mentioned some time ago. These particular four points that 
we feel would work out we would also like to put on record with you 
namely, that the matter of this oath on the part of the man should 
be stressed on the part of all of us—I, as a service officer, the family 
doctor if he is asked to sign that medical certificate, the VA people, 
and then the veteran himself, to be counseled by all of us in a 
joint effort. 

Mr. Kraasex. The veteran must honestly sign as to his inability 
to pay and I think administratively we could cure a lot of the alleged 
defects. The defects are very minimum so far, but in the interest of 
tightening this for the satisfaction of all, including the Congress, the 
taxpayers, and the veteran, we feel these steps could be taken. 

Mr. Jonas. How about putting the oath in bold-faced type? 

Mr. Kraapev. The penalty clause? 

Mr. Jonas. Yes. 

Mr. Pures. It was on the back and I think perhaps it could be 
boxedg 
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Mir. Kraapec. In line with what we said a year ago, that Mr 
Kennedy mentioned about recommending the switch from the back 
to the front. Dr. Shapiro and I in consultation with the VA authorities 
in the Department of Medicine and Surgery talked about this ver) 
subject, and as a result, or we will say as collateral with that, the) 
have issued now three memoranda of instructions to the field. The 
first came out of the Deputy Administrator’s Office last August and 
the second one came out in March of this year by Dr. Boone. The 
third one came out just a week ago today. I think those three would 
be very informative for the committee, Mr. Chairman. They are in 
line with what we have said many times. 

Mr. Puiiires. What would you think of taking a little step further 
than you have indicated today, and I get this from sources with 
whom I have talked, they have suggested in many instances that some 
provision ought to be made or some means ought to be furnished for 
a veteran who is able to pay something toward the cost to do that. 

A great many non-service-connected veterans going into a hospital 
have no choice. They do not know how much it is going to cost. If 
an operation is necessary, in many instances they do not know what 
the financial burden may be. They ask the veteran if he can afford 
it and he does not know. The veteran might say that he could afford 
it if it was not over this, or he could afford to pay for the hospits ali- 
zation, but not for the operation, or vice versa; what do you think of 
that suggestion? 

Mr. KraaBev. I have thought alot about that, Mr, Chairman, since 
it was first proposed. I would first raise this possibility: That you 
might be encouraging bargain medicine and induce people to apply on 
the basis that they pay only part of it, whereas if we tighten it those 
who can afford will avail themselves privately. That has been tested 
out among my personal friends and many others have checked the 
same way. Most of them do seek to get into private hospitals but 
there are many unfortunate ones who cannot do that. 

The matter of whether he pays part of it or not would be for Con- 
gress to decide. We have not firmed up a mandate on that. 

Dr. Shapiro has views as a professional man on that. He may wish 
to speak on that. 

Dr. SuHaprro. | think a man in good conscience may say he cannot 
afford to pay because he does not know what the ultimate cost of the 
hospitalization would be. I certainly, however, would not be in 
favor of extending the hospitalization to the man who could afford 
to pay, but if the man could afford to pay a part of it, 1 would agre« 
with Mr. Kraabel that perhaps if Congress wanted to write that pro- 
vision, to do so, but I just would not want to encourage those who 
are wealthier and able to pay to get into the hospital. I mean to 
balance the budget. 

Mr. Putiurps. That leads me to another question and that is this 
Why should not a veteran, especially, we will say, a nonservice con- 
nected veteran who has an adequate income, carry hospitalization 
insurance like anybody else? 

Dr. Suaprro. He should not be in there if he has an adequate 
income. We have said that right along. I have always maintained 
that anyone with an adequate income should never go in. 

I have had people come to me and I have said, “Can vou conse ‘ien- 
tiously say that you can sign a note that you cannot afford to pay? 
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They have said, ‘Well, I thought it was a right I had.” Many of 
them thought that. 

[ think this letter of Admiral Boone should go a long way toward 
eliminating it. 

Mr. Jonas. Does this language come out of the law? In my opinion 
it is meaningless. I do not think you could ever convict a man for 
signing a statement of that sort. What do the words mean, “Are you 
financially able?” That is a matter of opinion. 

Dr. SHaprro. Except that the law says that the Administrator of 
Veterans Affairs is entitled to make such an application as he desires 
and then he can word the application form or listings on it as he sees 
nt. 

Mr. Jonas. He is not required to use this language then, “Tinan- 
cially able to pay’’? 

Mr. Kraanev. That is taken from the law. 

Dr. Suaprro. That is from the law. 

Mr. Jonas. Does the law not say that it must be determined that 
he is not financially able to pay in order for him to be admitted? 

Dr. SHaprro. No; it says that a mere statement of the veteran as 
to his inability to pay shall be accepted. 

Mr. Jonas. That language in my way of thinking is utterly meaning- 
less. 

Mr. Paiuures. I think the law has to be changed. 

Dr. SHaprro. The VA right now says that in those cases where the 
VA has nothing to do with the signing of the oath, whenever the man 
is ordered in for hospitalization that is to be repeated. When he gets 
to the doorstep of the admitting office, each 1 of these men are again 
to be interviewed and the financial aspects gone over with them as to 
his ability to pay; so now they are checking 100 percent of the cases, 
and I do not think it is necessary to put that oath in fine print, because 
each person has to be interviewed upon his ability to pay; according 
to Admiral Boone’s letter. 

Mr. ANprews. It is all left up to his statement, though; is it not? 

Dr. SHaprro. There are certain things that they can ascertain. 
For example, if a man comes in there and on the form it says, “What 
is your occupation?” and he says, “‘banker,’”’ then they can ask him 
about his financial situation. 

Mr. Jonas. Why does not the form say, “‘What is your income?” 

Dr. SHaprro. Sir, that was on the form many years ago and then 
it was found that the administrative cost of checking these cases when 
they said they could not pay far outweighted the savings. As far as 
[ am concerned, personally, put it on the form if you want to without 
changing the law. Then if a man misstated his income or his assets, 
you could get him. 

Mr. Corron. That was some time ago, was it not, when it was 
ascertained that the cost of investigation outweighed the savings? 

Dr. Suaprro. Yes, sir. 

Mr. Corron. And the volume of applications and the number of 
veterans was much less, was it not? 

Dr. Suapiro. Yes, sir. It took a lot of people to do the adminis- 
trative end of checking up on these people. 

Mr. Corron. If a veteran applied without too complicated a form 
and simply gave a statement under oath of his income and the number 
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of dependents that he had, just those two factors would go a long 
way, sir. 

Dr. Suarrro. That would not require changing the law. 

Mr. Jonas. Then a lot of them would be embarrassed. 

Dr. Suarrro. Yes, sir. I bave contended that time and time again 

Mr. Corron. Do you not thirk those two questions would be good? 

Dr. Saarrro. My personal opinion has always been yes to that 
It would act as a governor. 

Mr. Jonas. It says— 


On such form as may be prescribed by the administrator. 


Dr. Suartro. It still does not change the law. Certainly no man 
who swears to a definite thing as income is going to lie about it. If 
he does, he certainly there goes beyond opinion as to his ability to pay. 

Mr. Anprews. Let me ask you this, Doctor: Is any investigation 
made now as to a man’s financial ability to pay? 

Dr. Suarrro, No, but Admiral Boone right now has taken up 
with the Solicitor in this last letter—if you will read his last letter to 
the Solicitor—such cases where they have reason to believe that 
the man has not made a true statement. 

Mr. Puiiurps. However, he left some rather large loopholes. 

Mr. Puiturps. He says in reply to this point: 


However no investigation is to be conducted in these cases by the manager. 


Then he says, 


Neither the manager nor the chief attorney will conduct an investigation to 
ascertain the truth or the falsity of the statements on which the conclusion as to 
clear indication of falsity is predicated, inasmuch as the statute provides that the 
statement under oath may be accepted— 
and so forth. It comes back to Mr. Jonas’ statement that we reall) 
have to back up. We created the trouble and we have to correct it 

Mr. Kraaset. Mr. Chairman, I would like to go back to the 
observation made by the Congressman with reference to the coverage 
of the boys by Blue Cross or Blue Shield. 

Mr. Puruuips. I am very much interested in that because I take 
it, Mr. Kraabel, we are going to have to get in touch with the insurance 
companies eventually. 

Mr. Kraape.. Here is one thought I would like to leave because 
many of these boys have limited incomes. We have found out in 
our surveys that the veteran thinks of his wife and child or children 
too. 

For instance, the reports we have given you are replete with men who 
had coverage. ° For instance, like this man says, the insurance expired 
for private hospitalization and he had to be transferred to the VA. 
He had two children. If he exhausted his coverage that he has paid 
for and while he is sick something happens to the family, apparently 
there is some impairment of that coverage as far as the family is 
concerned. We feel that there should also be that protection and 
that some of it should remain for the protection of the wife and 
children. 

Mr. Puiuurps. Why is he any different from anybody else? 

Mr. Kraapen. The difference is that when he has exhausted it he 
has no more income. 

Mr. Puruures. Nobody has. 
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Mr. Kraasev. That is right, but he has by law, then, a declaration 
he makes that he cannot pay for private hospitalization. By virtue 
of this law he has a right to apply. 

Dr. SHaprro. It is then that the doctors in the hospitals want him 
out of the private hospitals and into the Veterans’ Administration. 

Mr. Kraasex. That is a point that we would like to raise on behalf 
of the family boys with limited incomes who are sick. We also think 
the machinery of veterans hospitalization established by Congress is a 
help to the country in getting the sick veteran back into the production 
line as quickly as possible. 

Mr. Kennepy. Talking about the form Mr. Jonas has there, the 
thought has occurred to some of us whether or not it would be of any 
benefit if another sentence would be put in there whereby somebody on 
be ay of the VA would have to certify that I, so and so—and then 

. his name and his title plus his official capacity in the VA—do 
he re aby certify that I called the penal provisions of the form to the 
attention of John Jones, the applicant. I throw that out for your 
consideration, expecially in view of what was in this report 15. 

Mr. Jonas. Mr. Phillips, I do not believe that if every single man 
had this penal clause read to him, it would do what we are talking 
about because what do you have to be to say you are not financially 
able to pay? 

Mr. Kennepy. That is always a question of fact. 

Mr. Jonas. It is a question of opinion. 

Mr. Kennepy. I had in mind getting back to this statement in 
report 15 where it said that only 12 out of 46 facilities paid any 
attention to it or even called it to the attention of the applicant. 

Mr. Jonas. It might help of course, but it will not do the full job, 
in my opinion, 

Mr. Kraapeu. I have reason to believe that in response to the 
March 27, 1953, instruction, some of the managers have written in to 
the Chief Medical Director telling him what they are now doing to com- 
ply with that. I think if you would ask the Veterans’ Administration, 
you would get some very illuminating replies that these managers 
have sent in because they have gone through channels now, they are 
on record at the central office and if you folks see that, you will see 
what the joint effort so far has produced since this thing started last 
year. 

I cannot help but believe that administratively with the cooperation 
on the part of all of us we can do quite a bit to cure this. 

I would say this, Congressman Jonas. Let us take the farmer boy 
who has the industrial handicap of a hernia that prevents him from 
carrying on the farm labor or his laboring job, and a herniotomy, as 
| understand from our doctors, is a simple one, a matter of probably 
5 or 6 days 

Dr. SHaptro. In modern surgery they get them out in 5 days, but 
not at work. 

Mr. Kraapen. If that is a $200 operation with a private doctor in 
the hospital and he wants to say, “I am going to save that and go to 
the VA,” I think that these administrative steps that we are trying 
to take would stop him from going to the VA because he would know 
that that is a 5- to 10-day affair. He could take it under his present 
protection and leave the bed available for someone who could not. 
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Mr. Jonas. May I say only one other thing? Then I ‘will subside 
Even going back beyond that though, what do we mean*when we use 
the words ‘‘financially able’’? 

Does that mean we have to have that much money in the bank, or 
does it mean that he saves so much money a week? The language is 
so obscure. He might know all about the penaities, but all he has to 
say—and that is all that he has to be worried about saying—is that 
he is unable. ‘‘Are you financially able to pay the necessary hospital 
expenses?””? What do you have to be to be financially unable to pay 
it? 

Mr. Kraaspet. May I comment a little further on that? In the 
old system this was taken rather indifferently and casually on the 
part of many who said to Joe, ‘Sign it, and we will get you in,” and 
we have done that. We accept our part of the blame as service offi- 
cers for having gotten fellows in that we did not question at all. It 
was under that regime this problem arose. Now we are tying that 
to a cooperative effort. Do you not think that would screen out 
many of those? 

Mr. Jonas. I think it wil help. 

Mr. Corron. Mr. Jonas and I have practiced law enough and tried 
to frame language and we know whatever language you devise, you 
would have to have common sense applied to it by the people using 
it to make it ary reasonable test. 

Dr. SHaprro. The same thing has applied to public assistance in 
various States. I think there is hardly a State where the term 
“medically indigent”? has not caused some difficulty and I still have 
not found any good definition except one by a gentleman who headed 
up the Catholic Hospital Association, Father McGowan. He said a 
medical indigent is a man who has just paid his hospital bill. 

Mr. Puiturrs. Are there any other questions? 

Mr. Kennepy. That completes what we have to present. Of 
course we will answer any questions you may have to ask us. 


GRATUITY PAYMENT ON GI LOANS 


Mr. Puiturps. What are we going to do about this $160 is what 
troubles me? I see a possible saving of $60 million a year on the 
interest on the loan. 

Mr. Kennepy. If that went through, would that not be a little 
unfair to the Korean veterans and the fellows who are going to be our 
future veterans? 

Mr. Puttures. They do not get any benefit out of it. The lending 
agency takes it and puts it down on the principal and the veteran has 
to live for 40 years before he ever sees any benefits from it. By that 
time he is able to pay it himself. He gets the interest reduction, that 
is, 4 percent. He gets $6.40 a year benefit. A generous Government 
has given him $6.40 as long as he personally owns the house, which 
usually does not extend as long as the mortgage. 

You are up against this: There is $60 million a year’ that we are 
viving for that and the veteran does not get the benefit of it. Then 
we are moaning and screaming because we have not enough money to 
build NP hospitals in Cleveland and Topeka, and also San Francisco. 

Yet there is $60 million. I mean to say it is a standoff. Are we 
going to spend it for hospitals, or for something like that gift that the 





873 


veteran does not get? 1 think we better use our money for the benefit 
of the veteran that needs it. 

Mr. Kennepy. Of course, we all agree on your last statement. 
There is no question about that. If it came down to the question of 
whether to wipe it all out, we would hate to see it wiped out. We feel 
the fellows in World War II got it. We do not like a lessening of the 
parity. 

Mr. Pumuies. He got $6 a year. In other words it would be 
cheaper for us just to hand these new veterans $24 or whatever it was 
and put them on the same basis. 

Mr. Kennepy. Should it come down to an acid test, we would like 
to see the money put in the veterans’ bospitals. 

Mr. Puruies. | think we are pretty close to an acid test because 
there are rumors around now and I read in the paper that if we do not 
do something pretty quick we are going to have to raise the debt limit. 
That is the beginning of an inflationary trend again and the veterans’ 
dollars are not going to buy for him what they buy now. 

Mr. Kraase. It happens, Mr. Chairman, that this part of the 
program, so far as the American Legion concerns itself with is in 
another division. However, have you not found in the analysis of this 
that it is also quite a boost to the man when he starts out assuming this 
big obligation? Does he not get credit for that in the first year’s 
interest? 

Mr. Puiuurps. No; that is the point. That is what we thought. 
That is why we gave it to him. 

Mr. Kraasen. I thought that was the boost that he got. 

Mr. Puiuurps. That is what we thought. ‘That is why we put it in. 
However, our understanding from the lending agencies, and from the 
veterans’ organizations is that he does not get that. He gets credit on 
the principal and then, of course, he gets a reduction in his interest of 
$6.40 a vear. 

Mr. Kraapes. | recall the original discussions before the House 
Veterans’ Committee in framing the Servicemen’s Adjustment Act 
of 1944 that several on the committee brought out the point that in 
addition to the mechanism of loan guaranties given to men for homes, 
farms, and business, there would be this additional inducement of 
this first year’s interest. 

Mr. Puatiurpes. | remember very well that we were supposed to fix 
it so the veteran coming out of World War II would not have any 
interest to pay for a year or a vear and a half. It was a generous 
gift even then because he was getting lots of other benefits in the low- 
down payment on a house and fairly low interest rates, among others. 

Are there any other questions? 

Mr. Kennepy. Mr. Chairman, there is one thing I would like to 
ask. I have had several Congressman ask me this question. It is 
thrown out for your consideration. When the VA representatives 
come before your committee, as | understand they will in approxi- 
mately a week, I wonder if you would consider whether or not you 
would like to ask them when they prepare their budget. to break i 
lown by the various facilities. I have had probably 6 or 7 enti 
men on the Hill ask me that very question. 

Mr. Paituips. You say, “facilities.’’ We use the term to mean 
separate hospital. 

Mr. Kennepy. That is what I mean. 
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Mr. Putuures. Mr. Duvall, will you make a note of that? 

We had a little trouble with them last year, as you well know by now 
They took money—at least they said they did, but actually they did 
not-——off the hospitalization because we put it in a single fund for 
covering various items, including hospitalization, all of which comes 
under the heading ‘‘Administration, medical, hospital and domiciliary 
services. 

It has been suggested to us that we not only make the limitations in 
our report or in the bill, but that we separate the items and put them 
in the bill so that they can be seen. There would be this much for 
hospitalization, this much for domiciliary care, this much for adminis- 
tration, and so forth. I think that is a pretty good idea. 

Mr. Kennepy. Several Members of Congress have told me that 
they would like to see it so they could go to the VA or come down to 
your committee and find out how much has been allocated to a certain 
hospital in their respective congressional districts and go there and see 
what the requirements were and how close it was. 

Mr. Putuurps. I think that we have it all here. This is the pre- 
liminary one, the Truman budget. I think it will show you pretty 
nearly every hospital. 

Here is the trouble with that: You are requiring the Veterans’ 
Administration to say that this hospital is to have so much money 
and that hospital is to have so much money. Then this hospital feels 
it has an entitlement to that amount of money. A budget is not a 
fixed and final figure on July 1. It ought to be a sort of elastic figure 
during the year. It would be very difficult to make adjustments 
during the year which might be necessary to make. 

I would rather adopt your second amendment which I think would 
cure that thing right now. I like that better than this other one. 

Mr. Kennepy. I merely threw that out because, as I said, probably 
6 or 7 Members of Congress asked me that question and I thought | 
would bring it out while I was here. 

Mr. Corron. I was interested in your sixth point regarding the 
special services. Many of the complaints in the letters that I have 
been getting from auxiliaries and units of your organization and other 
veterans’ organizations, have been about the rehabilitation and the 
special services, and the fact that they allege that because of action 
by this committee in the Congress, that service has been abused. 

I remember a few years ago in a veterans’ hospital where one man 
had charge of the coordinating of amusements, rehabilitation, if that 
is the word, and occupational ‘ther apy. There was one man who had 
charge of it and then he had one assistant and I think the chaplain 
participated part time. This man arranged it so that the American 
Legion would come in Wednesday night and put on a show for the 
boys, and the VFW on Saturday night, and some other organization 
on another night. I found the year before last that six or seven full- 
tune people were engaged in that sort of thing. 

I do not want to be unfair—I am sure no member of this committee 
wants to—but I have not been very much impressed with all these 
complaints about that particular feature, and that has been empha- 
sized particularly in letters I have gotten from the women in the 
various organizations. Will you comment on that? 

Mr. Kraase. In this way, Congressmen: Down through the years 
between World War I and World War II, when there was not much 
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glamor attached to serving hospitalized veterans as was the case during 
the height of World War II itself, you had a body of women, auxil- 
iaries to the three veterans’ organizations, The American Legion, the 
VFW, and the DAV, who carried the brunt of servicing these men. 

What they did was much in line with what was later embodied in 
a division called special services. The purpose of special services, 
as we understood the then Administrator of Veterans’ Affairs, was to 
coordinate all of this. It got to a point where it was nearly coordi- 
nated into an inflated affair and that nobody knew what anybody 
else was doing and the man in the hospital bed was a little mystified 
himself as to who was going to entertain, and it finally leveled off. 

They did have a great many people, more than was necessary, in 
our judgment, and we judge that from our field representatives who 
visited these hospitals. It has gradually gone down and it is our 
conviction that if the services that belong to medicine are under the 
doctor and under that Department of Medicine and Surgery, and 
these volunteers come in, which Congress had permitted them to do, 
and which they are recognized to do, you can get along with much 
less than that operating division has had thus far. 

It is a matter of economy that we have recommended repeatedly 
for the last 3 or 4 years and it should be done for the benefit of that 
hospitalized man and it can be done in a more satisfactory manner 
to him. 

Mr. Corron. That attitude on your part bas not gotten down into 
the posts and units very much, has it, because L get letters just 
diametrically opposite to what you are saying. 

Mr. Kraasev. Our complaints have been ‘from the auxiliaries who 
say there are too many above them trying to control them and saying, 
“You do this today,’ another on another day, and another on the 
third day. We feel very much the same way as you do about it. 

Mr. Corron. I appreciate that, but frankly I get letters from Legion 
auxiliaries in my district, people I know, and they are very sincere 
and they express and they stress that point. They say, “Because of 
your action in cutting the appropriations last year, the special service 
officers in such and such a hospital have been reduced. You should 
understand that it is not enough just to take care of the bodily needs 
of these veterans. They have to be entertained and be rehabilitated. 
They have to have amusement.”” That has puzzled me a little bit. 

Mr. Kraape.. I feel quite confident if you would let us have one or 
two of those we would reach agreement with the office because we do 
have folks that control that from Indianapolis and we could get that 
reconciled. 

Mr. Puituips. Thank you very much. 

Mr. Kraapev. The only statement I wanted to add, Mr. Phillips, 
was that Mr. McGrail and I in studying the field budget and the 
budget for the veterans’ programs, did make the suggestion some 
months ago that it would be illuminating to all of us if there would 
be a breakdown for each hospital with due respect to the type of hos- 
pital, general medical and surgical, neuropsychiatric, and the TB, and 
also with respect to the number of operating beds. It would be quite 
a guide for all of us to judge what it takes to run the business Congress 
has given that agency to run. 

We hope you can get the figures out. 

Mr. Kennepy. Thank you very much, 
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Tuurspay, Marcu 19, 1953. 


/ETERANS’ ADMINISTRATION R0PRIATIONS 
VET ADMINISTRATION APPROPRIATIONS 


WITNESSES 
AMVETS 


RUFUS H. WILSON, NATIONAL LEGISLATIVE DIRECTOR, AMVETS 
JOHN HOLDEN, CENTRAL OFFICE NATIONAL SERVICE OFFICER, 
AMVETS 


Mr. Puaruiies. We have with us this morning Mr. Rufus Wilson, 
who is the national legislative director of the AMVETS. Mr. Wilson, 
I think you, having been here during the last hearing, know that we 
are being a little bit pressed for time. We are not going to abbreviate 
your statement in any way and we would, if necessary, come back, but 
if you can make it reasonably short, we would appreciate it. 

Anything that you want to file, Mr. Wilson, we will take as an ex- 
tension of what you say and we will be very glad to admit it into the 
record. 

Mr. Witson. Thank you, Mr. Chairman. AMVETS appreciate 
the opportunity to testify on the general subject of appropriations for 
the Veterans’ Administration. We welcome the opportunity to pre- 
sent certain suggestions which we believe will result in better service 
to veterans at lower cost to taxpayers. 

Before proceeding with our suggestions, AMVETS must express our 
apprehensior concerning the i incre asing congressional tendency toward 
“legislation by appropriation.” While we would not question the 
duty of appropriations committees to carefully consider the amount of 
money necessary to operate a given VA program, we do have grave 
doubts as to the wisdom of actions being taken which curtail funds 
for an essential VA operation without appropriate congressional com- 
mittee consideration of the scope of the benefit involved. To illus- 
trate our contention: 2,800 vital VA beds have been closed, out- 
patient medical care m VA has been drastically reduced, and the 
VA Contact Service has been repeatedly cut. These and similar 
actions have taken place without the slightest approval of the Com- 
mittee on Veterans’ Affairs of the House of Representatives which is 
charged with the basic legislative responsibility of veterans’ pro- 
grams. We hope for a more coordinated approach in the future. 

To assist on this coordinated effort the suggestions to tollow will also 
be submitted to the Committee on Veterans’ Affairs for proper de 
tailed consideration. They are, however, brought to the attention 
of the committee in the hope they might assist you in long-range 
planning for an enduring veterans’ program. 

We feel that a clear and unmistakable eligibility requirement for 
non-service-connected hospitalization should be promulgated im- 
mediately. We believe that such action would deter would-be trans- 
gressors on this most vital of veterans’ benefits. 

In connection with that, in answer to some of the questions asked 
this morning, we sent a three-page letter over to General Kearney, 
chairman of the Hospital Subcommittee of the Veterans’ Affairs 
Committee, on the very question. We raised about eight different 
points we thought they could explore. If you would like, I will send 
you a copy of that letter. 
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Mr. Puitiires. We would be very glad indeed to have it. I think 
it might be put in the record here with your testimony. 

Mr. Witson. This next suggestion is also in line with some ques- 
tions and some statements that have been made this morning. 

We recommend that dental treatment of veterans be drastically 
curtailed by the establishment of a regulatory period for the service 
connection and treatment of dental disabilities. We strongly urge 
arly congressional consideration of this suggestion both as a money 
saver and as an aid to protecting the fundamental medical program 
of VA. We believe this suggestion would save at least $20 million 
of public funds annually. 

Mr. Yates. What do you mean by establishment of a regulatory 
period? 

Mr. Witson. Right now, any veteran who had a tooth treated in 
the service after he had been in more than 4 months, or any veteran 
wad asks for treatment for any tooth that became defective within 1 
year following discharge, has the right e ~ ave that tooth treated for 
the at of his life. We recently had a 35-man conference here in 
Washington and we discussed this tiattet for some 4 hours. It was 
very obvious to us that it is the most abused program in the entire 
Veterans’ Administration. We strongly feel, sir, that unless we come 
in and make some constructive suggestions on these things that they 
are going to mess up on the whole ] program, and we do not want that 
to happen. 

Mr. Yates. I wondered what you meant. You mean a deadline 
of some kind. 

Mr. Wixson. That is what the conference thought, sir. They 
said that perhaps the Congress could pass a law saying that a man 
can get treated for a dental condition within 1 year from the date 
that it is determined that he needs that dental treatment or they 
could say that a man can be treated for 1 year after he gets out of 
he service, and that would be all. That would not, of course, apply 
o these people who have serious disabilities who have to get their 
eeth fixed to keep those disabilities from getting worse and it would 
also not apply to the man who is in the hospital trying to get well. 
This suggestion applies to outpatient dental treatment only. 

[ think you would be interested in this. I was very surprised at 
your statement this morning, Mr. Phillips, that not more than $5 
million had been spent in any one quarter for dental conditions. 
The VA told me on the phone yesterday afternoon that out of $104 
million total appropriated last year for outpatient home care medical 
treatment, that thirty-six-million-and-some-odd thousands of dollars 
was for dental conditions. I got that from the Veterans’ Adminis- 
tration. Of course, like you, I get many figures from the Veterans’ 
Administration. 

Mr. Purtures. You are troubled, as we are. 

Mr. Witson. We most earnestly suggest that a more realistic 
attitude be taken by the Congress on funds for Veterans’ Administra- 
tion medical facilities. We urge that VA be allowed to adequately 
staff each of its hospitals; that they be allowed to restore the 2,800 
bed cutback of 1952—and if I may digress just a moment, just recently 
I received word from pretty high people in VA who said that they 
seriously doubted that those 2,800 beds had to be cut. Ido not know. 
I do know this, that I was ¢ ertainly told and told and retold and retold 
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some more that that was the only thing they could possibly do. I do 
not know whether it is true or not. In view of some of the many other 
things that have happened in the VA, I once again am somewhat 
apprehensive. 

Mr. Puruurps. You heard me say that they had $834,382,260 and 
that the total cut was only 4 percent. That was based on that. [i 
would be pretty hard to make me believe that a 4 percent cut could not 
have been made in administration and in general overhead of that 
part of the service without going into the elimination of 2,800 beds. 

Mr. Witson. It is a little difficult for me to believe, too, sir. I do 
know that they have continually maintained it was the only action 
“ys at they could possibly take; that they had to do it. I do not know 

I do know this, that there is a tendency within the VA to self-create 
crises, I guess you might call it. Every time they get a little cut in 
appropriation they slap the daylights out of contact service or the 
medical service so that the Members of Congress and the veterans 
organizations and they themselves get a continual clamor throughout 
the whole country. I have seen it time and time again. Just a 
few minutes more and I will comment on that. 

We urge that VA be given funds to completely open each of their 
new hospitals as construction is completed; and that they be given 
funds to restore their outpatient treatment program to its previous 
status. We oppose granting funds for building new hospitals as long 
as other adequate facilities remain empty. In our opinion, the VA 
Medical Service is at the crossroads and we are of the firm belief that 
any additional cuts in appropriation will result in the closing of more 
vitally needed beds and reduction in the quality of medical care 
We cannot urge too strongly that this service be given adequate 
funds for realistic operation. 

We favor location of Veterans’ Administration hospitals near estab- 
lished medical centers or near cities conducive to attracting competent 
medical personnel in the belief that this will largely eliminate expen- 
sive hospitals in remote areas which are never filled with patients and 
which are constantly understaffed. 

We recommend that there be a more prudent use of funds by the 
Contact Division of the Veterans’ Administration to the end that service 
is provided where the need is greatest. We urge VA to take full 
advantage of the facilities of the existing State service agencies and 
veterans organizations in determining where their personnel should 
be located 

Once again, with your permission, I would like to disgress just a 
minute. As I said, our service officers’ conference was held here 3 
weeks ago and we asked General Gray to talk to our service officers 
Immediately prior to the time he came over, I had been called in to 
one of these crisis meetings and it had been indicated to me that the 
VA Contact Division was going to have to close down shop in its 
entirety prior to the end of this fiscal year because they had been 
authorized by the Bureau of the Budegt to expend all their funds 
within 9 months. I told them that I found that a little bit difficult 
to believe but I was told that that was the plain, unadulterated fact 
and that it was going to be. They said that it was going to happen 
unless Congress appropriated additional funds in the supplemental 
appropriation for the Veterans’ Administration to take care of th 
situation—it was some $1,700,000, as I recall. I called the Deput 
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Administrator of the VA and I said, “Mr. Sterling, is this true?’’ 
And he said—and I believe him—he told me, now, Mr. Wilson, wait 
a minute. I think you know that if we have to cut the VA because 
of congressional appropriations that we will cut across the board. 
We will take part of it out of each agency and we will not eliminate 
any particular agency. 

I said, | want to ask you just one question, just as plain as I know 
how to make it: “Do you intend to close down the Contact Division 
unless you get more money in this supplemental appropriation?’ 
He said, “‘No.” 

The next day, General Gray appeared before our conference and 
after making a 20-minute speech, I asked him the same question. 
That was the day after, I think, sir, that he had been in front of 
this committee. He said, “Unless we get extra money we are closing 
down contact.” My organization put out a press release throughout 
the whole country on what General Gray had told us. The next 
day I began receiving telephone calls from all over the country and 
none of the contact men throughout the country knew it. None of 
the chiefs of contact and none of regional offices knew it and to 
this day they have not been told that it is going to happen. 

The next day I again called Mr. Sterling “and he told me it was not 
so. The VA information people also say it is not so. I do not know. 

Mr. Tuomas. For your information, I think it would be helpful 
to distinguish, gentlemen, and certainly this witness is to be com- 
mended on his good, common, horsesense—you get the Budget 
and Accounting Act of 1920 and read it. The Bureau of the Budget 
does not have any such authority to tell any agency that they can 
spend their funds that are appropriated on an annual basis over 
a 6-months’ period, or 3-months’ period or 9 months. 

Mr. Wiison. After General Gray made this comment to us, frankly, 
I was flabbergasted. 

Mr. Tuomas. He has flabbergasted a lot of us. 

Mr. Witson. I said, do you mean to tell us that the Bureau of 
the Budget immediately prior to a national election, not knowing how 
that national election—lI assume they did not know—would turn out 
immediately prior to a national election told you to expend your 
funds in 9 months? He said, “Yes.’’ That was because the Korean 
GI bill passed and they had to have additional money. I said, “Did 
you go back to the Bureau of the Budget after the election when you 
must have known there was going to be a new Budget Director, a new 
system, a new way of doing things, so to speak?” He said, “I was 
told. I could spend it in 9 months and I spent it.”’ 

Of course, I think all you gentlemen also know of AMVETS’ 
position on General Gray for a long period of time. 

Mr. Patuurrs. Wouldn’t a couple of changes be good up there? 

Mr. Witson. I think so. 

We urge that all compensation to veterans in the 10-percent and 
20-percent brackets be paid on a quarterly basis in the belief that 
inherent economy is present in this proposal without lessening of 
basic service. In this connection, we point out that more than one- 
half of all veterans drawing compensation are in this class of 10 percent 
and 20 percent. 

That is a recommendation made by Booz-Allen-Hamilton. Imme- 
diately upon looking at it, like most veterans, I said that it would be 
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a terrible hardship on certain people. I think Mr. Holden here cay 
tell you that we had a long committee meeting on this and of the 5 
people on the committee, 4 were drawing 10 percent and they did noi 
consider themselves to be typical veterans. They had pretty good 
salaries, comparatively; but they checked into that pretty closely and 
they could not see where it would create hardship whatsoever excep 
in most isolated instances. 

Mr. Puiuurps. In any instance, it would be only 2 months of th 
first quarter. 

Mr. Witson. That is right. They would just learn to adjust them- 
selves to it. 

We suggest that the Administrator of Veterans’ Affairs explore the 
possibility of closing some of the regional offices of the Veteran 
Administration and expanding contact services in those closed areas, 
We refer to those offices which are relatively close to other regional] 
offices of the VA. Preliminary investigations indicate that this actio 
could be taken without lessening service to veterans while resulting 
in substantial savings. 

Mr. Tuomas. In other words, you think that a man in the field 
that is assigned a particular job is in a better- position to know how 
to do that job than a bunch of men sitting here in Washington do? 

Mr. Witson. I think that the past history of the VA, Mr. Thomas, 
will show that a man out in the field had some 13 coequal bosses in 
Washington, D. C. 

Mr. Puruures. I think this goes beyond that. I think if you hav 
one office doing things economically, another office will have that as 
a goal to shoot at. 

Mr. Witson. I think uaa is the primary good point about General 
Gray’s—I say General Gray’s reorganization proposal. That is a 
composite proposal prepared from recommendations of some thre: 
management engineering surveys of veterans organizations, of Mem- 
bers of Congress, and many others over a long period of years. And 
it is also taking in part of the Booz-Allen- -Hamilton report and inci- 
dentally takes in a substantial portion of the Hoover Commission 
proposals on reorganizing the VA separate and apart from the medical 
proposals and insurance proposals. 

Mr. Tuomas. General Gray has been told that 100 times. General 
Gray could have saved that $600,000 which he spent on the Booz- 
Allen-Hamilton report and might have applied it on benefits to man- 
agement, 

Mr. Witson. The same people in VA—we have told them this, sir 
that immediately opposed every one of the Hoover Commission recom- 
mendations over a long period of time now are making those same 
proposals and suddenly they become VA proposals. 

We urge that all insurance functions of the VA be consolidated into 
three district offices, thus saving substantial moneys. To make such 
a consolidation efficient, we recommend that all death cases be decen- 
tralized to VA regional office level, thereby reducing much duplicating 
effort while bringing service closer to the claimant. Incidentally, they 
are in five offices, now. 

In conclusion, this committee is aware that the vast bulk of money 
spent for veterans is in the form of direct necessary benefits. 
AMVETS do not feel that the Nation or that this Congress would 
desire in any way to curtail those necessary benefits. We know then 
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that savings, if any, must come from administrative funds and 
have no doubt that some savings can be made in this category. 

AMVETS believe that 20 million veterans have as great a stake in 
the solvency of their Nation as any group or combination of groups. 
Thus it is obvious that veterans must support only legitimate benefits 
and must oppose frills and unnecessary luxuries. Compensation, pen- 
sion, medical care, vocational rehabilitation, and education must be 
maintained. Other benefits should constantly receive congressional 
scrutiny. We stand ready and willing to assist in that scrutiny. 

Mr. Puiuurps. That is an excellent statement. May I ask you, 
since you heard me ask the question of the DAV representatives about 
this interest paid to veterans in the purchase of homes? I take for 
cranted that the AMVETS would be willing to support an idea of 
transferring that $60 million to some better use? 

Mr. Wiuson. I think that is somewhat a coincidence, Mr. Phillips, 
because yesterday I spent some 2 hours on the telephone trying to call 
our national housing chairman after I, too, found the figure of $77 
million, I think it was. I could not get him. Right now, we could 
not support it because we have no mandate. We are having a na- 
tional executive committee meeting in 3 weeks, however, and I can 
assure you it will be brought to their attention. It has been suggested 
to us before. 

Mr. Puiturps. There are several items like that that everybody 
overlooked. People have not realized how large they were. For 
example, we pay $1.50 a month per veteran to a school just to report 
on the fact that the veteran is still there and what kind of marks he is 
getting. No normal educational institution does that. They make 
a report at the beginning, the middle of the term, and at the end of the 
term and most of the schools would probably be glad to do it at their 
own expense or at a much less cost. It sounds like a very little amount 
but it happens to be over $7 million a year. We could certainly save 
there half or more of that by a very simple change in the regulation on 
how often they have to report. I would rather use $5 million for 
better benefits for injured veterans. 

Mr. Wiison. I might point out with reference to GI home loans, 
that there is a controversy going on right now in regard to the interest 
rate. If the interest rate goes up, that takes aw ay one of the few 
benefits left and even though the gratuity might be an innocuous bene- 
fit, this should be considered. 

AMVETS do not go along with the proposal to increase that interest 
rate. 

Mr. Tuomas. Right there on that point, off the record. 

(Discussion off the record.) 

Mr. Yares. I want to ask one question. You have gone over 
General Gray’s reorganization proposal? Do you have any comments 
with respect to it? 

Mr. Witson. By and large it is a pretty good proposal. It takes 
in more or less the good parts of the Hoover Commission, the Booz- 
Allen-Hamilton report, and many suggestions of all the veterans’ 
organizations. We think he should go further. We think he should 
further consolidate the district offices from 5 to 3. 

Mr. Yates. In accordance with your suggestions that you have 
made to the committee this morning. 





Mr. Wiison. Yes, sir. 

Mr. Yates. And these suggestions that you have made are you 
ideas as to how that reorganization proposal can be made even bette; 

Mr. Wiuson. Yes, sir. Primarily this conference we held was 
pointed to economy. We wanted to find some way to come in front 
of this committee and see if we could not indicate how you could 
save money. 

Mr. THomas. You have done a good job. 

Mr. Putuurps. If you will send us a memorandum of their recom- 
mendations you have made t> the legislative committee we will put 
it in the record. 

Mr. Wiison. We certainly will. 

(The following letter was received by the committee for insertio; 
in the record:) 

Amvets NATIONAL HEADQUARTERS, 
Washington, D. C., March 20, 195 
Hon. Joun Puturps, 
Chairman, Subcommittee on Independent Offices, 
Committee on Appropriations, House of Representatives, 
Washington 25, D. C. 

Dear Mr. Puivurps: You will recall that you made a suggestion during the 
hearings on the Veterans’ Administration appropriation that veterans’ organiza 
tions representatives confer with representatives of your committee and repr 
sentatives of the Committee on Veterans’ Affairs in order that a plan might by 
drawn up to make for efficiency and economy in the VA. 

This is to advise you that AMVETS would certainly welcome such a conference: 
and we would do everything possible to make it a success. We believe that ther 
are many areas of agreement among the different veterans’ organizations and 0 
many instances those areas of agreement extend into the Congress. Certainl; 
therefore, a conference of the nature you suggest could do much to draw the si 
areas together resulting in a clearcut polie y statement on Veterans’ Administrat 
programs for the future. 

Sincerely yours, 
Rurus H. Witson, 
National Legislative Directo 


Fripay, May 15, 1953 


VETERANS’ ADMINISTRATION APPROPRIATIONS 


WITNESSES 
AMVETS 


RUFUS H. WILSON, NATIONAL LEGISLATIVE DIRECTOR 
RAYMOND C. WINTERBOTTOM, ASSISTANT NATIONAL SERVICE 
DIRECTOR 


Mr. Puivures. Mr. Rufus H. Wilson, national legislative directo: 
of the AMVETS. You are accompanied by whom? 

Mr. Witson. Raymond C, Winterbottom, the assistant national 
service director of AMVETS, 

Mr. Puiiurps. We are glad to see you. You brought us the best 
suggestions in the earlier hearings and we expect you to live up to 
the reputation you yourself established. 

Mr. Witson. I hope I can, sir. 

Mr. Chairman and members of the committee, since appearing 
before you on March 19, to suggest certain economies in the Veterans 
Administration and to urge adequate appropriations for the VA 
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medical program, national officers of AMVETS have had the oppor- 

inity to travel extensively throughout the country elaborating on 
our program. We are pleased to report that it has met with enthusi- 
astic response from many quarters. 

In the beginning, we desire to repeat the four fundamental decisions 
“ ich have motivated our thinking: 

We believe that 20 million veterans desire to be a part of, and 
not aa from, the economy of the Nation. If there are economies 
to be found in the Veterans’ Administration we are sure that veterans 
want to find them. 

2. We believe that veterans themselves should point out and elimi- 
nate all luxuries and abuses from their programs. 

We believe that the Veterans’ Administration Department of 
Medicine and Surgery must be maintained and protected, and we 
believe that the American public will fully accept non-service-con- 
nected hospitalization when abuses and luxuries have been eliminated 
from it. 

We believe that legislation by appropriation can well lead to 
chaos in the VA and we point out the fallacy of budget cuts without 
changes in laws and philosophy which do equal harm to both good and 
bad progra 

With this preliminary statement we desire to elaborate and expand 
on our suggestions of March 19. 

[ would like to digress just a moment to say that we believe that 
legislation by appropriation is an overused term which sometimes 
comes into existence because of administrative failure in the agencies 
concerned, 

\ir. Putturps. We are not going to argue with you on that point 
atall. This committee really does not like legislation by appropriation. 

Mir. Wiison. With this preliminary statement we desire to elaborate 

and expand on our suggestions of March 19. 

|. We have asked for the promulgation of a clear and unmistakable 
eligibility requirement for nonservice-connected hospitalization. On 
April 15, 1953, Congressman Teague of Texas introduced H. R. 4601 
pending before the House Veterans’ Affairs Committee) which grants 
the Administrator of Veterans’ Affairs the authority to look behind 
the pauper’s oath and make such changes as he deems necessary against 
those individuals who have the ability to partially pay for their medical 
care. We understand that Mrs. Edith Nourse Rogers, chairman of the 
House Veterans’ Affairs Committee, is considering a similar bill. 

In addition, a subcommittee of the Veterans’ Affairs Committee 
headed by Congressman Kearney of New York is investigating the 
entire VA medical program toward the end that abuses might be 
eliminated and the pauper’s oath clarified. AMVETS endorse H. R. 
1601 and.we shall iéiobae: any similar proposals which result from 
Congressman Kearney’s investigation. 

Along that line, Mr. C hairman, I wanted once again to try to find 
out yesterday whether or not hearings were to be held before the full 
committee on this matter and as yet they have not been scheduled. 
Today I directed a letter to the committee once again requesting that 
the committee hold hearings on this particular bill. 

We have recommended that dental treatment of veterans be 
drs sina curtailed by the establishment of a regulatory period for 
the service connection and treatment of dental disabilities believing 
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that this suggestion would save approximately $20 million of public 
funds annually. 

Mr. Puiturps. That is just about our estimate, but we arrived at 
it without adequate information. I hope we will have that informa- 
tion by Monday morning. Are you pretty sure that the $20 million 
is about right? 

Mr. Wixson. I think it is a very conservative figure, Mr. Phillips 
I called up the Department of Medicine and Surgery in the VA some 
time ago and I checked pretty extensively into this matter. They told 
me that last year they spent about $37 million on dental care alone. 
So we took this $20 million from that $37 million and we believe it to 
be a very conservative figure. 

On May 5, 1953, H. R. 5007 was introduced, which provides 
essence, that a veteran would be entitled to service connected dental 
care for 3 ye _ a the date of his discharge from active military 
service, or for ar following passage of the ‘bill, whichever is later. 
Beginning al 30, 1954, this bill would save VA at least $20 million 
annually. AMVETS endorse H. R. 5007 and we shall endorse any 
similar proposals. If it means saving the VA medical program from 
further reductions, we will even endorse a more restrictive bill. 

3. We urged the Administrator of Veterans’ Affairs to request the 
governors of each of the 48 States to use their influence to remove 
exclusionary clauses from hospitalization insurance policies—clauses 
that preclude the VA from collecting benefits from these companies 
for nonservice connected hospitalization. We believe such clauses to 
be against sound public policy. The Administrator has refused to 
take such action and as a result we have ourselves written each of 
the governors making this request. The VA will realize approxi- 
mately $3% million of income annually if the suggestion is followed 
through to a successful conclusion. 

4. We have urged that all compensation in the 10 percent and 20 
percent brackets be paid on a quarterly basis. Hearings were recently 
held before a subcommittee of the House Veterans’ Affairs Committee 
on H. R. 631, which implements this proposal. This bill has now been 
reported favorably to the full committee and is awaiting further action 
We have endorsed the proposal pointing out that it will save approxi- 
mately $1 million annually. 

5. We have suggested that the Administrator of Veterans’ Affairs 
explore the possibility of closing some regional offices of the VA when 
those offices are close to other offices and when contact service can be 
expanded in the closed areas. <A particular example would be the 
Brooklyn regional office in New York. As far as we know, no action 
has been taken on this suggestion. 

6. We have recommended a more prudent use of funds for the Con- 
tact Division of the VA to the end that services will be provided where 
the need is greatest. Comments we have received from the field- 
and this also includes a great many Veterans’ Administration officials 
themselves—indicate that this proposal has widespread public support. 

We trust the VA will accept its basic principle. It is to be noted 
that this suggestion will probably not save public funds, but it will 
provide a more realistic service than that given at present. It should 
also eliminate much of the congressional criticism directed toward 
the VA contact service. 
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7. We have recommended that all Veterans Administration insur- 
nee functions be consolidated into 3 district offices, (there are now 
5) with all death claims being decentralized to regional office level. 
This latter suggestion has the endorsement of all four major veterans’ 

ganizations. We understand that the proposal is still under study 

the White House and by the Veterans’ Administration. It has 
ceived such study for many years. Economy is inherent in this 
proposal and service will not be injured one iota. 

8. We recommended that VA send out a yearly premium booklet 
n insurance with monthly notices therein which would be remailed 
to the VA each month. This proposal was originally made by the 
Booz, Allen & Hamilton Management Engineering Co. We have 
been informed that a VA test operation is being carried on on this 
subject in St. Paul, Minn., at the present time. We are extremely 
hopeful that the test will prove beneficial and that the VA will make 
th change. 

9. We have endorsed the pending proposal of the Administrator 
of Veterans Affairs to consolidate VA into a major purpose agency 
with separation of staff and line functions and with delegation of 
authority to the field with central office exercising only a broad 
supervisory control. This suggestion has been essentially endorsed 
by the four major veterans organizations. We understand the Presi- 
dent has the matter under study and we are extremely hopeful that 
action will be taken on it within a very short time. Much criticism 
of VA would be eliminated if favorable action is forthcoming. 

10. It has long been evident that the VA budget is presented in 
such a way that appropriations may be applied to any one of many 
programs. We believe that the section of VA budget that applies 
to Administration, Medical, Hospital, and Domic iliary services 
should be broken down to the extent that every item will be clearly 
earmarked. ‘Thus, if Congress saw fit to reduce certain VA mone- 
tary requests, it would be mandatory on VA to apply those reductions 
in exactly the manner the Congress desired. In this way the situation 
of last year when this committee received criticism for the closing 
of VA beds would be eliminated and responsibility would be fixed. 

AMVETS believe that they have conclusively indicated a desire to 
assist the Congress in balancing the Federal budget. We believe that 
our record is clear insofar as elimination of abuse and luxury in VA is 
concerned. We have attempted to concretely show our attitude with 
actions and not words. Thus, today several bills are pending which 
would clear the muddle in VA. We trust this committee will lend its 
efforts to the passage of the pending proposals. 

In conclusion AMVETS repeat that the fundamental decision 
which led to our economy program is the maintenance and Protection 
of the Department of Medicine and Surgery. We hear recurring 

umors that the appropriation for this Department will be cut to the 
extent that 6,000 additional VA beds or 6 VA hospitals will be closed. 
We hope that these rumors are without foundation. We believe in 
the VA-hospital program, and we believe it to be a most necessary and 
vital part of a nation’s obligation to its war veterans. We express the 
hope, therefore, that if this committee finds it necessary to reduce 
appropriations of VA that you will clearly earmark the reduction so 
that there will be no ill effect whatsoever in any part of the basic VA 
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Medical Division. This agency is already demoralized, and _ its 
recruitment of top-level personnel has been severely hampered by 
rumors of budget cuts. 

AMVETS be lieve that the Congress is not antiveteran—but rather 
that it is proveteran, but also pro balance the budget, pro reduced 
taxes, pro social security, pro military defense and pro foreign aid 
Obviously the Congress faces a most difficult problem in arriving at 
decisions which will do the greatest good for the greatest number. 
We are hopeful that is you make those decisions which are part of your 
congressional responsibility that you will not neglect basic veterans 
programs and benefits. 

Mr. Puriuies. We thank you very much, Mr. Wilson. That is an 
excellent statement. You indicated one field with which we ourselves 
were unfamiliar. We think as to the hospitalization insurance we are 
probably going to have to get some of the topflight men from the 
insurance field to see if we cannot work it out. 

Mr. Wiuson. General Gray sent us an eight-page letter, indicating 
we were incorrect in one approach. 

Mr. Puruuips. General Gray’s attitude is that of the insurance 
people, that the reason they cannot do it is because when a man goes 
to a veterans’ hospital he does not pay for it and all the insurance is 
supposed to do is to reimburse him for what he paid out to a certain 
limitation. 

Second, if they were to write this into all policies, it would increase 
materially the premiums, which I do not believe. 

Mr. Witson. I find that very difficult to believe. I called yester- 
day, Mr. Phillips, to find out whether or not they had any kind of 
conclusive result on the operation in St. Paul, Minn., and they told 
me as yet they had not. 

Mr. Putnturps. We agree with you largely on this contact service. 
We have never been convinced that there was a very large saving of 
money there. It was more a matter of duplication, and the growing 
service on that point. 

Did you not put something in bere about the service functions in 
hospitals? I refer to the special services. 

Mr. Witson. 1 mentioned basic Veterans’ Administration hospital 
functions and services. 

Mr. Puruurps. Apparently the veterans’ organizations are all now 
recommending that that be shifted over to the Department of 
Medicine and Surgery. 

Mr. Witson. Yes, sir. Witbout bragging I might say that the 
AMVETS was the first organization that made that recommendation. 

Mr. Puiuuirs. You were the first to make it to us, I know. 

Mr. Witson. We made it back during the Humphrey subcom- 
mittee hearings over at the Senate some time ago. 

Mr. Puruirps. It was a very good statement. We thank you very 
much. I think there may be some slight confusion between the 
number of hospitals that may actually be ¢ closed and the new hospitals 
that were propose 1d to be built. 

Mr. Witson. These rumors fly all over the place. 

Mr. Puriurps. That is correct. Of course we have known for a 
long time that the Budget had tried to suggest the closing of some 
hospitals, of which the number of employees has been continuously 
greater than the number of patients. It may be that when the rezom- 
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mendations come up there will be something in them on that situation. 
The real truth of the matter is that I do not know what to do about it. 
| do not know how to lick it unless we take it out as a G. M. and 8. 
hospital somewhow and suggest that they make it into some sort of a 
specialized hospital sr something like that. I do not know what to 
do with this problem. 

Here is the curio. thing about it. We talk about the hospitaliza- 
tion of a non-service-connected veteran. In a hospital which has a 
creat many unoccupied beds, if you are to apply that rule strictly 
against that hospital, you would simply make the situation worse 
th an it is now and you would not have as many patients as you have 
now. You would not have the practice which would retain the doctors 
and the nurses. Your expenses would go up instead of down and you 
would create a worse situation than we have at the present time, so I 
do not know just what to do about them. 

Thank you very much. 

Mr. Winson. Thank you. 


VETERANS’ ADMINISTRATION APPROPRIATIONS 
Tuurspay, Marcu 19, 1953. 


WITNESSES 


| THE DISABLED AMERICAN VETERANS 


CICERO F. HOGAN, NATIONAL DIRECTOR OF CLAIMS 

FRANCIS M. SULLIVAN, NATIONAL DIRECTOR OF LEGISLATION 

CHARLES E. FOSTER, ASSISTANT, NATIONAL DIRECTOR OF LEGIS- 
LATION 

CHESTER E. CASH, NATIONAL SERVICE OFFICER 


Mr. Puruurrs. We have the pleasure of having with us Mr. Cicero 
F. Hogan, the national director of claims, who is going to be the 
witness for the Disabled American Veterans. We also have Mr. 
Sullivan, Mr. Charles E. Foster, and Mr. Chester A. Cash, all repre- 
senting the DAV. We are very glad to have you with us, and we 
will be glad to hear your statement. 

Mr. Hogan. Mr. Chairman and gentlemen, the DAV is appreciative 
of the opportunity to appear before your committee at this time to 
discuss the budget of the Veterans’ Administration for the fiscal year 
1954. We, of course, are not fiscal experts nor do we have the facilities 
to determine and recommend a specific sum for the operation of the 
Veterans’ Administration. 

I am sure the members of the committee will also appreciate the 
fact that we do not have avilable the budget figures submitted by the 
Veterans’ Administration to the Bureau of the Budget; in fact, we 
have been advised that the Bureau of the Budget has not returned the 
1954 estimate that has been submitted since the new administration. 

We do have the figures submitted by the Veterans’ Administration 
to the Bureau of the Budget and the Bureau’s estimate for 1954 which 
appeared in President Truman’s 1954 budget message. As far as this 
budget is concerned, the Disabled American Veterans is frankly dis- 
turbed over the proposed reduction by some $64 million recommended 
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by the Bureau of the Budget over the amount submitted to the Bureay 
by the Veterans’ Administration for administration, medical hospital, 
and domiciliary service. More on this subject later. 

The major concern of the Disabled American Veterans is thi 
benefits and services to America’s wartime service-connected dis- 
abled as provided by law and regulations of the Veterans’ Administra- 
tion. We attempt to confine our program and our interest to the 
wartime service-connected disabled. We are primarily interested 
of course, in compensation and pensions, the medical, hospital, and 
domiciliary services; but, at the same time, we are fully aware of th 
importance and value of the vocational rehabilitation and training 
program for the wartime disabled, and in the insurance service, th 
contact service, and medical-research program of the Veterans’ Ad- 
ministration. eremnty, the DAV is vitally concerned with the entir 
program of the Veterans’ Administration and with the efficient and 
smooth operation of this great agency charged with the administra- 
tion of the laws passed by Congress extending benefits to the wartim 
disabled. Of course, we appreciate the fact that, quoting fron 
President Truman’s budget message 
four-fifths of the expenditures of the Veterans’ Administration are not subject | 
direct control through the budget process. 

He was, of course, referring to the monetary benefits paid as com- 
pensation and pension as well as the awards granted as readjustment 
benefits under the vocational education and training program. We 
mention this only to show that if there is an attempt made at a 
reduction in benefits it must be directed chiefly at medical, hospital, 
and domiciliary services. 

In order that these me «lical services may operate at maximum stan- 
dards and not at the substandard levels suggested by the Bureau of the 
sudget, this committee should make certain that the Veterans’ Ad- 
ministration has adequate funds for proper administration. Without 
proper administration the best medical program in the world will fail 
It would appear that the record of the Veterany Administration in 
spending less than 5 cents of every appropriated dollar for administra- 
tion purposes is a good record. We are gravely concerned that, if ade- 
quate appropriations are not made for the hospital, domiciliary, and 
outpatient care and treatment of the service-connected disabled for 
the fiscal vear 1954, substandard practices will be forced upon the 
Veterans’ Administration. However, we would call to the attentior 
of the members of this committee that both Administrator Gray and 
Chief Medical Director Boone have indicated that, rather than reduc: 
the high type of medical treatment being furnished by the Veterans’ 
Administration in its hospitals and extended through its outpatient 
service, they will reduce the amount of treatment rather than sub- 
scribe to any such program. Frankly, we feel that-every member o! 
this committee and that the Members of Congress as a whole will not 
conscientiously support an inferior program for the fine medical pro- 
gram. presently available in the Veterans’ Administration hospitals 

There is no doubt but that substantial savings ‘can be made if 
careful analysis is made of each department; however, we implore 
this committee not to balance this budget at the expense of the war- 
time disabled or the sick and infirm. The DAV never has and never 
will advocate or support extravagant waste of funds. We, too, are 
taxpayers; but we call this committee’s attention to the fact that 
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since 1947 the Veterans’ Administration has undergone constant reduc- 
tions in personnel and their budget has been gradually reduced from 
$7.325 billion in 1947 to $4.863 billion in 1952, with an estimated 
expenditure for 1953 totaling $4.922 billion. 

It would appear from releases by press and radio that the Veterans’ 
Administration has been made the favorite whipping boy of those who 
advocate continual reductions in Federal expenditures. 

Mr. Tuomas. Is that statement not a little bit misleading? 

Mr. Puruurps. Which one, Mr. Thomas? 

Mr. Tuomas. Your figures and the statement about being made 
the “favorite whipping boy,” and talks about those who advocate 
continual reductions in Federal expenditures. From 1947 through 
1952, without checking your figures, I think they are in the neighbor- 
hood of being correct. But the all-powerful reason for the reduction 
in those expenditures is not that the Veterans’ Administration was 
being made a whipping boy but that the programs of World War II 
were coming to an end by virtue of the operation of the law. In 
other words, the boys had already gone to college through their entitle- 
ment period. They had already received their 52-20 Club money by 
operation of law; so, those expenditures were going down not by virtue 
of the fact that the Veterans’ Administration was being made a whip- 
ping boy but because the veterans had already received their entitle- 
ment. 

Mr. Puiiiires. Should it not also be pointed out, Mr. Hogan, that 
about that time the Veterans’ Administration, because of some admin- 
istrative conditions, had found itself with a tremendous backlog and 
in very great internal difficulties and this committee had, practically 
of its own initiative, given it a larger appropriation for several years 
which there was every reason to know at that time would be reduced. 

Mr. Hogan. The only point I tried to bring out here is that we of 
the DAV feel that those reductions have been made with the con- 
currence of the VA. I appreciate the fact that there has been a 
marked reduction in the educational program under Public Law 346 
and as the program progressed down through the years 

Mr. Tuomas. The test of your statement ought to be, it appears 
to me, do you have any direct knowledge of any disabled veterans 
being denied any compensation, any training benefits or any pension 
or any hospitalization that he was entitled to under the law? If you 
can put your finger on those cases, that is the ones that we are 
interested in. Any flamboyant remarks like you made there 

Mr. Hogan. We are interested in that. 

Mr. THomas. Can you cite any examples? 

Mr. Hogan. I can cite and if you permit me to finish my statement, 
as I mention it in my statement, that we have evidence in the form 
of communications from members of our field staff showing where the 
reduction has affected the service-connected veteran. 

Mr. Putiures. Suppose you proceed and finish your statement and 
then the committee will ask you some questions. 

Mr. Hoaan. Certainly there must be other areas in which reduc- 
tions can be made and without danger of the future or security of this 
nation either. It has been the policy of the DAV to propose and en- 
dorse changes in existing veterans benefits which we believed would 
result in savings to the Federal Government without, of course, any 
curtailment of benefits to the wartime disabled. Perhaps the most 
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recent example of this was the DAV’s support of Public Law 23 of th, 
82d Congress, the so-called gratuitous insurance law, which has 4l- 
ready resulted in a savings of some $20 million, a savings which wil/ 
continue to increase as the years pass. 

In hoping and recommending that this committee study carefully 
and accept if possible the recommendations to be made by the Vet- 
erans’ Administration for its operating expenses, we trust this com- 
mittee will keep in mind that the number of veterans has increased 
from 4.3 million in 1940 until today the number is crowding 20 million 
and there are hundreds of thousands of former servicemen returning to 
civil life annually who are entitled as war veterans to the same benefits 
extended to World War I and World War II veterans. Thousands of 
these men are war casualties and are entitled to every benefit under the 
law, including compensation, vocational rehabilitation, hospital or 
outpatient treatment, loan guaranty, and insurance benefits. We are 
confident that the members of this committee, and the Congress as 
whole, appreciate the fact that the people of America could not deny 
these savers of America’s liberty any of these benefits on economic 
grounds. Recent events should prove to this committee that the 
failure on the part of Congress to appropriate sufficient funds to oper- 
ate various departments of the Veterans’ Administration is bound to 
reflect right back on the wartime service-connected veteran. 

Mr. Purxures. Will you please give me an example? Just one will 
be enough. One example of where this Congress or this committee 
has ever failed to appropriate sufficient funds to operate, shall we say, 
those functions which have to do with hospitalization. I have been 
on this committee 6 years and I cannot recall a single instance that 
we have ever cut a dollar off the appropriation. 

Mr. Hoean. Mr. Congressman, of course we were referring to the 
$40 million reduction of July 5, 1952, where there was a reduction of 
some $40 million on administration, medical, hospital, and domiciliary 
service. 

Mr. Patiires. Then would you mind changing your statement to 
say that was not a failure on the part of Congress, but that was a 
deliberate action on the part of the Veterans’ “Administration, that 
the Congress did not have anything to do with that? 

Mr. Hogan. If this committee thinks that——— 

Mr. Puruures. I am citing the facts. 

Mr. Hogan. I did not understand it that way. 

Mr. Puruurps. I think there are a good many things, Mr. Hogan, 
which our friends in the veterans groups do not understand. I speak 
as a member of the DAV. I think if you will continue, then we will 
ask you some further questions. 

Mr. Hogan. It is too late for us to further protest the act of July 5, 
1952, which brought about a reduction of some $40 million in the 
amount requested by the Veterans’ Administration to cover their 
general administration program as well as the medical, hospital, and 
domiliciary services. We do have available and can submit firsthand 
information as evidence that the loss of this amount, or rather, the 
failure of the Veterans’ Administration to receive it, brought about 
drastic curtailments in the outpatient treatment, the hospital, medi- 
cal, and domiciliary services of the Veterans’ Administration. 
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\ir. Pattures. You did not read the act, did you? The act spe- 
ifically said that no money was to be taken off of those services. 
Continue, Mr. Hogan. 

Mr. Hocan. Then I will bring you the information that I got from 
the field, if you will permit me. 

\ir. Pariures. I think we would be very glad to have that. 

Mr. Hogan. When we speak about outpatient treatment, we would 
call the attention of the committee to the fact that the, that only the 
veteran seeking treatment for his service-connected disability is en- 
titled to outpatient treatment and when this treatment is restricted, 
the service-connected man is primarily affected. 

The necessary firing of medical personnel and the closing of hospital 
wards due to lack of funds is bound to affect the service-connected 
disabled. 

Mr. Puriurps. You are not suggesting that that happened, are you, 
that there was any firing of medical personnel? 

Mr. Hogan. The Administrator told a Member of this Congress 
that it was necessary in October 1952 to release some 2,250 employees 
of the Veterans’ Administration in the medical and hospital and domi- 
ciliary services because of lack of funds. 

Mr. Tuomas. How many doctors, dentists, nurses, and dietitians 
were discharged? 

Mr. Hocan. None. Hespecifically stated that no doctors, dentists, 
dietitians, or nurses would be released, but what happened was that 
in order to hold them and he boldly admits it, to retain these people 
and not have a further reduction in the service of these people, the 
money was transferred from outpatient treatment into the hospitals, 
so that they would retain the doctors who were employed in the 
hospitals. There are many seriously disabled veterans in hospitals 
who are being treated for non-service-connected disabilities and in 
need of dental treatment. They received the dental treatment but 
in many instances, and I have communications from my people that 
I have every reason to believe, and certainly can be checked, the 
list on outpatient for example, outpatient treatment, service-connected 
dental treatments, increased because the reduction in the outpatient 
dental treatment was reduced by some 80 percent. 

Mr. Puruurpes. It would be appropriate to read you here what we 
just read to our friend, the commander of the Legion group. I hold 
this, and this is dated March 14, 1953, and came from Wisconsin. It 
is from the Veterans’ Administration and is a mimeographed sheet 
headed, “Information Sheet”? and was sent to a dentist. 

The enclosed letter informs you that service connection has been granted for a 
lental condition and that you are eligible for treatment of the teeth or dental 
condition listed. However, we regret to inform you that as a result of reduced 
appropriations, sufficient funds are not available to authorize your dental exami- 
nation or treatment at this time. There is no clear indication as to when such 
funds will become available. 

There is another paragraph but it has nothing to do with it. I 
thought it would interest you. It is a coincidence that 3 days later 
this committee, knowing nothing of this notice, had asked the Veter- 
ans’ Administration for a statement of the cash money in their fund 
for outpatient dental treatment and had been given the figure of 
$5,138,000 which I am told is more money than the Veterans’ Admin- 
istration has used in any 3-month period. I merely suggest to you 
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that that may give you some idea as to how much reliability you ma 
place in the future on the present heads of the Veterans’ Admin- 
istration. 

Mr. Foster. May I ask a question? I understand the Veterans’ 
Administration informed you that they had $5 million in this fund 
for the remainder of this fiscal year? 

Mr. Puixures. That is correct; $5,158,000, if you want to be exact 
on it. I think it is on my desk. 

Mr. Fosrer. | just wanted to make sure I understood you correctly, 
sir. 

Mr. Puitures. In other words, if you think this figure is not right, 
then you should challenge the Veterans’ Administration. If you 
think the figure is right, then you had better challenge them on the 
statement they made to you, the outpatient statement. 

Mr. Yares. I certainly think they ought to be challenged. 

Mr. Puituipes. I certainly think they will, about the 18th of May. 

Continue, Mr. Hogan; we are very much interested in your stat>- 
ment. 

Mr. Hogan. We know and we are sure this committee is aware of 
the fact that many former professional employees of the Veterans 
Administration have left the service because of the uncertainty of 
their employment and persistent reduction-in-force orders have de- 
stroyed all sense of security and belief that they could make a career 
of service to the disabled through employment with the Veterans’ 
Administration. 

So, we can only ask that this committee study carefully the figures 
that will be submitted to you by the Administrator of Veterans’ 
Aftairs and that you will keep in mind that the primary purpose and 
responsibility of this Veterans’ Administration is the care of America’s 
wartime disabled, his widow and his dependent. We are too modest 
to even infer that we could appear before this committee with au- 
thoritative and dependable figures as to the estimated cost of opera- 
tion of the Veterans’ Administration for the next fiscal year, however, 
as indicated, we do have facts and figures to indicate what happens 
to America’s wartime disabled when insufficient funds are appropri- 
ated to the Veterans’ Administration. 

Again we wish to thank the members of this committee for the 
opportunity to express our views on this subject which is so close to 
our daily lives and we urge the committee to carefully consider the 
adverse effects of insufficient appropriations to the hospital, medical 
domiciliary, and outpatient care and treatment of disabled veterans. 

Mr. Puiuurpes. Excuse me, but the exact figure is $5,158,680. 

Mr. Yarres. When did you get that figure? 

Mr. Puruurps. As of the 17th of February, 3 days after this notice 
is dated in Wisconsin. 

Mr. Tuomas. Mr. Hogan, in regard to your last statement there, it 
sounds like it is a conclusion, saying it is bound to affect the hospitali- 
zation of disabled veterans. Rather than give that, conclusion, I 
think it would be helpful for the record if you would insert at this point 
the number of disabled veterans at any given time over the past 
fiscal year, that have been denied hospitalization. 

Mr. Pxariurpes. Service connected? 

Mr. THomas. Yes. Iam talking about disabled veterans. 
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PuHiLuips. Service connected or include, if you want, the TB 

NP’s. We know we have not enough hospitals for them so they 

ow the picture out. We are talking about G. M. and 5S. service- 
conneeted patients for which hospitals are presumably available. 

Vir. Hocan. Gentlemen, the report that I get from the field and 
| am sure that includes almost every State in the Union, are reports 
which are disturbing me and Mr. Sullivan and Mr. Foster and the 
rest of us that are not policy-forming people; we are employees, but 
what is disturbing us is the fact that many of our own national serv- 
ice officers who are on our payroll as national service officers, and on 
du ty in the various regional offices of the Veterans’ Administration, 

rained and qualified and competent men, is that they are too often 
being denied admission for service-connected veterans who are seeking 
hospitalization for their—non-service-connected disabilities—denied, 
because these hospitals have too many non-service-connected men in 
the hospital. I have before me a letter here 

Mr. THomas. Do you have any specific examples as to numbers of 
service-connected veterans being denied hospitalization? 

\ir. Puitires. That would be very helpful, Mr. Hogan. 

Mr. Hocan. I might be able to secure it for the committee except 
that I would have to postscript any such report with the fact that 
you cannot attempt, you cannot secure an accurate statement along 
this line for the reason that many service officers will tell a veteran, 
there is not any use of you attempting to get in this hospital because 
there are not any beds available. You are seeking hospitalization. 
Sure, you are drawing 100 percent, and for service-connected disa- 
bilities. I am taling about service-connected cases. 

Mr. Puitures. Also, Mr. Hogan is talking about service-connected 
veterans who are asking for treatment for service-connected cases. 

Mr. Hoaan. No. 

Mr. Pariurps. For any case, just so you indicate. 

Mr. Hogan. I am talking about the man who is service connected 
who is seeking admission to a VA hospital for a non-service-connected 
condition. I will admit that the Veterans’ Administration regulations 
stress, stress, stress, and stress all of the time, that when a service- 
connected veteran seeks hospitalization or admission for his service- 
connected disabilities, he should be given priority. He is at the top 
of the list. But remember, he has got to do more than merely ask 
for admission. His condition must be, and properly so, must require 
hospitalization and treatment. 

Mr. ANpDREws. Doctor, could you say whether or not there are any 
service-connected cases awaiting hospitalization? 

Mr. Hoaan. Service connected? I cannot give you the exact figure. 
| can read reports from my men that they cannot get them into certain 
hospitals. 

Mr. ANprews. For service-connected disabilities? 

Mr. Hoaan. For service-connected disabilities. 

Mr. ANprEws. May I read from the record of General Gray? 

Mr. Tuomas. What is the date of that, Mr. Andrews? 

Anprews. February 3, 1953. Page 166 of the second supple- 
mental appropriation bill, 1953 and I would like to read these ques- 
tions that I asked General Gray when he was before our committee 
on February 3, this year. 





894 


Mr. ANDREwS. I want to get this question in the record at this point, although 
it has been answered previously. Of all the service-connected disability cases in 
the United States as of today, there are only 70 on the waiting lists; is that right? 

General Gray. Yes, sir; that is right. 

Mr. ANDREWws. Service connected? 

General Gray. And in many instances, Mr. Congressman, when I have asked 
the question of hospital managers or medical directors as to whether there are 
any service-connected cases waiting hospitalization, I have found that the bed 
is available, the man has been ordered in, and he is delaying his own departure for 
the hospital. 

Mr. ANpREWws. Now I want to ask one further question. As a matter of fact. 
do you not keep in reserve beds at all hospitals for service-connected cases? 

General Gray. We are so organized and we are prepared to accept service- 
connected cases upon necessity and upon application. 

Mr. ANDREws. There is no waiting? 

General Gray. No, sir. 

Mr. ANDREws. That is good. 


Mr. Hocan. This week, my phone rang in my home at 5:15. It 
was one of my national service officers calling from the regional 
office of the Veterans’ Administration in Washington, D. C. He 
told me, ‘Cap, I am in an awful jam. I have got a man down here, 
a former employee of the DAV, drawing total benefits, worst, really 
really the worst battle casualty that I have ever seen to come out alive 
in all my experience of some 20 years actively with the DAV and some 
years before that with other organizations and still have his hands 
and legs.’””’ He had gone completely berserk as they call it, and we 


were, one of my trained officers was attempting from 2 o’clock in the 
afternoon to hospitalize him at Mount Alto. They were refused 
hospitalization for the man’s mental condition. He was given a 
diagnosis of schizophrenia, incompetent, and insane, and subsequent 


events showed with suicidal and possible homicidal psychosis. We 
were told that there was no bed available because the man was not 
seeking hospitalization for his service-connected disability. 

So | called the officer of the day at Mount Alto. I have never 
seen the man. I said, I am stressing and urging you, in fact, I am 
insisting that you hospitalize this man before he damages himself or 
hurts someone else. He is service-connected for everything. Any- 
thing that might happen to this man must be service-connected. 
And the doctor told me that he knew his regulations and he was not 
admitting anybody; that he had 1 bed in reserve—1 bed at Mount 
Alto in the locked ward for a mental case and he was not taking in 
any non-service-connected case. 

Well, I just hung up the phone. I got hold of the manager and I 
related the story. He said, there must be a misunderstanding. I 
said, I am sure there must be a misunderstanding. The only trouble, 
Mr. Manager, is that there are too many misunderstandings along 
this line. So he called me back, took my home phone number and called 
me back in about 10 minutes and said, your man will be admitted. 
Where is he? I said, he is still in the regional office of VA with his 
employer and his wife. He was admitted that evening, within ap 
hour. 

Mr. Anprews. May I ask one question? 

Mr. Hocan. He was admitted within an hour and the next day a 
rating board service connected his mental condition. He is in such 
a condition that his wife has not been permitted to see him yet. 

Mr. Puiuups. It seems to me, Mr. Andrews, that this is strictly 
an administrative problem. 
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Mr. Anprews. I want to ask this one question: Whose fault was 
that, Doctor? 

Mr. Hoaan. Well, I assume it was the fault of a young doctor over 
there at the Veterans’ Administration hospital. 

Mr. Anprews. But not of this committee? 

Mr. Hocan. No, no; but you asked me, sir, and I appreciate your 
interest and I would like to tell our story because- 

Mr. Anprews. I wish you would tell it in the light of where the 
fault lies, where the fault should be placed. 

Mr. Hoaan. I will. I appreciate your asking me. 

Mr. Tuomas. Faulty administration. 

Mr. Puiuures. Fault of the administration of the VA. 

Mr. Hoaan. That man, and I am sure that every man in this room 
feels that anything we could ask for that veteran with his body scarred 
all over: 

Mr. Corron. Before you dismiss this incident, there is one signifi- 
cant statement he made that there was only one bed in reserve. Will 
you explore that a little more? 

Mr. Hoaan. May I finish my statement? Of course, I explained to 
the wife that the Mount Alto Hospital is not equipped to handle serious 
mental cases and undoubtedly he will be transferred as soon as possible 
to Perry Point Hospital where they are equipped to handle nothing 
but mental cases and you must steel yourself to accept this transfer. 

Well, of course, next day I found that he was not to be transferred 
because Perry Point said they did not have a bed, told the Chief 
Medical Officer at Mount Alto that they did not have room for those 
non-service-connected cases even if he was service-connected for other 
disabilities. That afternoon through the fine efforts of one of my 
service officers, Mr. Shankel, the rating board immediately service- 
connected the nervous disability. As a matter of fact, I understand 
later that the records disclosed that the man had been treated in the 
{rmy hospital following his serious wounds in action, in a psychotic 
ward before he was ever released from service. So there was not any 
question about service-connection but it had never been done on 
the record; 

Now, vesterday, I find that he is not be be transferred from Mount 
Alto to Perry Point because there is not a bed available at Perry 
Point even though we have him now service-connected aad they are 
instituting shock treatments for him here. 

Mr. Puiturps. Let me ask you something. I mean to say that | 
have tried and the committee has tried in all their discussions to 
separate TB, NP and G. M. and 8. cases because we all know, the 
veterans organizations and the Congress know, that there are not 
enough NP beds in VA hospitals and as fast as we can, we are building 
new ones. We expect to have two scheduled for next year. I have 
not seen the revised budget vet. 

May I come back very briefly before you finish your statement, to 
your statement that $40 million was cut off of the budget. 1 do not 
want to argue the point, but the exact figure was $31 million and not 
$40 million. 

Mr. Hogan. The $31 million is the amount allocated to the medical 
by the Bureau of the Budget. 

Mr. Puruurrs. Here is the point | want to make. The total amount 
appropriated to the Veterans’ Administration for administration and 

82490—53—pt. 1——_57 
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hospital operation was $834,382,260, with the stipulation in the bill 
that there would be no reductions in the medical care and so forth of 
veterans. Now, the entire cut in the appropriation was something 
less than 4 percent. You have been down through the Veterans’ 
Administration. You have been through the hospitals. Do you 
seriously believe that the Veterans’ Administration could not take a 
4-percent cut in its administration without having to take it off of 
the hospital beds for wounded veterans who are service-connected? 
Or do you think that maybe they took it off because it happened to 
be October 1952. Do you think that they took it off where it would 
be the most noticed by people outside of the Veterans’ Administration? 

Mr. Hoaean. I, too, am amazed when I see the amount of appropria- 
tion, the estimated appropriation for the year, fiscal year 1953-54 
that $40 million and $31 million to be absorbed by the medical, 
hospital, and domiciliary. 

Mr. Purxuirs. $39 million it was; that was the original cut. That 
was reduced to a $31 million cut. It was not to come out of the 
hospitals at all. 

Mr. Hocan. The story we get from the VA is that the $31 million 
they went to the Director of the Budget and the Director of the 
Budget told them they would have to absorb this load by 7 and 
I am not well enough up on budget procedure. 

Mr. Puruuies. We asked the Administration what they said in 
reply to that and they apparently said nothing. Now, continue your 
statement. 

Mr. Hogan. I have finished my formal statement, Mr. Chairman. 

Mr. Puiuures. We thank you very much, Mr. Hogan. I have only 
two questions before turning it over to the committee for their 
questions. 

Mr. Hogan. It is very difficult for me to appear before a budget 
committee and try to tell you gentlemen how to vote $4 billion when 
sometimes I have a little difficulty maintaining my own budget at 
home and without knowing that no 1954 budget has been submitted 
to you gentlemen. 

Mr. Puitures. Mr. Hogan, I believe you made this statement, 
that you are frankly disturbed over the proposed reduction by some 
$64 million recommended by the Bureau of the Budget. 

Now, in another part of the budget there is a provision enacted by 
the Congress saying that when a veteran gets a loan, a generous 
Nation will pay for him the first year’s interest. You are familiar 
with that? 

Mr. Hogan. Yes. 

Mr. Puiturps. You also know that in 95 percent of the cases the 
veteran gets no advantage out of that whatever? The lending agency 
applies the amount on the principal and the veteran gets no advantage 
out of it whatever unless he should own that house clean through to 
the full payment of the loan. 

Therefore, the veteran pays his first year’s interest just as if he had 
not had that from the Congress. 

Will the DAV support us in a suggestion that that particular benefit 
which actually is no benefit to the veteran be discontinued? Because 
I will find your $64 million right in that one item. Then I will relieve 
your concern, 





Mr. Foster. I agree with you, Mr. Phillips, that very few veterans 
are aware of that benefit. 

Mr. Puiutrs. That is correct. 

Mr. Foster. Unless the man fully amortizes his loan where the 
sratuity is applied to the reduction of the principal rather than 
interest, he would never get the benefit. 

Mr. Puiiures. There is a $60 million possible saving. 

Mr. Foster. Of course, the legislation we support or oppose is done 
pursuant to national convention mandate. We have never discussed. 
that. 

Mr. Puruuips. I am just suggesting that this committee can relieve 
your concern by finding $60 million for you right im that one item 
that can be applied better to sick veterans. 

Mr. Foster. I can say this, sir, in answer to your question, that it 
would certainly be an area in which it would do very little harm to 
anyone. 

Mr. Puitures. Now, the last sentence of section 6 of Public Law 
312 of the 74th Congress has this statement: 

“The statement under oath of the applicant on such form as may be 
prescribed by the Administrator of Veterans’ Affairs shall be accepted 
as sufficient evidence of inability to defray necessary expenses.”’ 

Do you not think it would be a good idea if we all had that modified 
so that it is not sufficient evidence, that it may be investigated? 
Having found a great many of these people thoroughly able to pay 
their full costs or partial costs, or having insurance covering hospital- 
ization, which question many VA hospitals have never asked, because 
they feel themselves bound by this sentence not to ask a veteran 
anything about his financial condition. 

Mr. Fosrrer. In answer to that, Mr. Phillips, I might say that the 
subcommittee of the Veterans’ Affairs Committee has that under study 
at this moment and they have asked us for our views which we pre- 
sented the first of this week and we feel that the present law in that 
respect does not need amending; that the Veterans’ Administration 
could do it administratively and that it is the responsibility of the 
veterans organizations to so recommend and urge the Veterans’ 
Administration to tighten that up. 

Mr. Parties. We thank you very much. 

Now, if I am not mistaken, the DAV—and I am very proud to be 
a member of the DAV—has either informally or formally indicated its 
own feeling is that we have put too much emphasis on the contract 
service as a complete function of the Federal Government. That the 
States, cities, counties, the DAV, the American Legion, the VFW, 
and all of them have a contact service. Perhaps some of the $7 million 
or $9 million for next year which the VA asks for contact service could 
be shortened to a general supervision, plus Federal contact work where 
necessary. That service is not only being handled by State and local 
authorities and by other groups, but also ‘by the DAV and the Ameri- 

can Legion, the AMVETS, and the VFW, and is a contact between 
those organizations and the veterans which is of benefit to the 
organizations. 

Mr. Hogan. Well, our position as far as the coutact service is con- 
cerned, and I am speaking as a service officer, our position along that 
line is that certainly you should maintain the contact service in those 
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places where they are distant from regional offices and where it is not 
possible even for the big veteran organizations to cover. I have to 
admit that I believe that the 1- and 2-men offices of the Veterans’ 
Administration does bring the Veterans’ Administration to the man 
in the distant places and that perhaps if there should be any reduction 
in the contact service, it should follow an investigation and then with 
a possible reduction of the number of contact. men in the larger com- 
munities where the services of the national service officers of the DAV, 
the services of the American Legion and the VFW, and the AMVETS 
are available. But I noted in reading the Booz-Allen-Hamilton re- 
port, and I think this is the argument of the contact service of the 
VA, scolded the contact service for attempting to represent both the 
veteran and the Government and demanding that there be some cor- 
rection in the methods used so that the contact man would be told 
that he is representing the Government and not the veteran; and they 
deplore the fact that contact men appear on behalf of the veterans 
before rating agencies. 

The Disabled American Veterans with our 200 national service 
officers in all of the regional offices of the United States feel that our 
service would not continue and certainly would not be in existence 
today if there was not a need for the service. As an old-time service 
officer, I have always considered the contact service much like you 
and I would consider the service we get from clerks or assistants in 
the Internal Revenue Department when we go in with our income 
tax so they can check it for possible errors. But if a large amount 
of money was involved or a problem case arises, an individual or a 
corporation, who has any sense at all, would seek trained counsel, 
legal counsel to put over his case before the Internal Revenue. We 
of the DAV, and I can only speak for Disabled American Veterans, 
do not get the easy cases. But we get cases where there is a difference 
of opinion or there is improper application of the regulations or a 
wild interpretation even as to the law itself and those are the cases 
that drift down into the Disabled American Veterans and I am rather 
proud and boast of the fact that we win a lot of these cases because 
of our knowledge and persistence in seeing to it that the claimant 
receives the benefit to which he is entitled under the law and the 
regulations. We do not attempt at any time to secure for any 
veteran anything he is not entitled to. We are disturbed, and if 
the committee will permit me to furnish some of this data, if you are 
too busy this morning, I would like to submit to this committee 
quotations from letters of my service officers. 

Mr. Puriurps. We would be very glad to have them. 

Mr. Corron. Mr. Hogan, do you obtain information as to what 
amounts are requested by the Veterans’ Administration from the 
Bureau of the Budget? 

Mr. Hoaan. No; we have not got that. We would not be allowed. 
In fact, I was sent this sheet—this only came to me yesterday 
1 asked for this. I had to ask for this. 

Mr. Corron. Referring again to the statement in your statement 
on page 3, which has already been mentioned by a member of the com- 
mittee here, you say it would appear from releases by press and radio 
that the Veterans’ Administration has been made the favorite whipping 
boy of those who advocate continued reduction of Federal expenditures. 
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To whom do you refer by those who advocate continual reductions in 
Federal expenditures? 

Mr. Hocan. May I recall a recent release in the Post? A colum- 
nist was writing about the present Secretary of the ‘Treasury who had 
made the statement that he questioned very much if it would be 
possible to reduce the cost of government this next fiscal year; that 
he was studying carefully—I am quoting from Drew Pearson now 
and he said 

Mr. Puituips. You are not setting a very high value for the source, 

Mr. HoGan (reading): 

I am studying the appropriation requests of the Veterans’ Administration care- 


f.,] 
PulLy 


Not another word about all the other agencies of the Government. 
Just the Veterans’ Administration. 

Mr. Corron. You do not refer, then, to Members of Congress? 

Mr. Hocan. No. 

Mr. Corron. Are you aware of the fact that as far as this commit- 
tee is concerned that in our bill, and I think the facts will bear this out, 
the reductions made in the Veterans’ Administration budget are much 
lighter than those we make in almost all the Bureaus and Departments 
that come before this committee? 

Mr. Hogan. I am not. 

Mr. Corron. Then this statement which you refer to would indi- 
eate that we were victimizing the Veterans’ Administration in our 
budget which I think is directly contrary to fact. 1 am sure you did 
not so intend. 

Mr. Fosrrr. I can assure you that we had no intention whatsoever 
to say that any Member of Congress was making a whipping boy of 
the Veterans’ Administration. I think what we had in mind was that 
reference, that article by Drew Pearson, the efforts of the Citizens 
Committee for the Hoover Commission, to disintegrate the Veterans’ 
Administration, break it up into small, inoperative bodies and the 
recommendations made by some national tax committee, that we can 
balance the budget by eliminating the Veterans’ Administration 
things that appear in the public press. 

Mr. Jonas. In view of the confusion about it, I offer the suggestion 
that maybe Mr. Hogan would like to withdraw that sentence from his 
statement before it becomes a part of the permanent record——that 
whipping boy sentence. 

Mr. Hocan. If that is the wish of the committee, certainly I will. 

Mr. Puiuures. I do not think we object to its inclusion. I think 
it has been pretty well explained by now. 

Mr. Hocan. As one of the old timers, and I am sure the chairman 
will appreciate this fact, perhaps we are still under the fear, of what 
happened in 1933. 

Mr. Puitures. I went through it, too. 

Mr. Krurcer. Mr. Chairman, it seems to me that from the testi- 
mony given here by this group, the DAV and the American Legion, 
that it is not a matter of money that is hindering the admittance to 
hospitals or giving proper care to disabled veterans because of the 
lack of funds; it seems to be an administrative problem within the 
Veterans’ Administration. 

Does it not seem to you that way, Mr. Chairman? 
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Mr. Puruuips. The evidence seems to point in that direction, Mr 
Krueger, very clearly. 

Mr. Yates. I have just one question. What is your impression 
as a result of the reports you receive from your offices throughout 
the country as to the conduct of the operation of the hospitals by 
the Veterans’ Administration? Are they doing a pretty good job? 

Mr. Hogan. We would say so, definitely. I believe that th: 
Veterans’ Administration hospitals are being administered in first- 
class shape and that the medical services rendered are outstanding. 
[ would have to say that. I have been a patient in them and I have 
been around them and in them and while there are incidents where 
we object strenuously to some individuals, as a rule I would have to 
say in all honesty that 

Mr. Yates. You know of no hospitals in the country where you 
have received reports concerning poor medical care of the patients? 

Mr. Hocan. Not one, and I would be the first one to hear about it 

Mr. Puiturps. We thank you very much, Mr. Hogan. We hope to 
have the opportunity of talking this over with you again. 


Tuurspay, Marcu 19, 1953 
VETERANS’ ADMINISTRATION APPROPRIATIONS 
WITNESSES 


VETERANS OF FOREIGN WARS 


OMAR B. KETCHUM, DIRECTOR, NATIONAL LEGISLATIVE SERVICE 
GEORGE E. IJAMS, DIRECTOR, NATIONAL REHABILITATION 
SERVICE 


Mr. Puitures. We have the pleasure of having with us today Mr 
Omar B. Ketchum who is director of the national legislative service of 
the Veterans of Foreign Wars of the United States, and Mr. George 
E. Ijams, who is director of the national rehabilitation service of that 
organization. Mr. Ketchum, if you have a prepared statement, we 
will be glad to hear it. 

Mr. Kercuum. I think it might be of interest to the committee, 
some of the committee members know him, but Colonel Ijams, my 
associate, was for 27 years the top Assistant Administrator of the 
Veterans’ Administration. In order that you may know something 
of the scope of the Veterans of Foreign Wars and our work, we have 
somewhat over 1,250,000 members of all foreign service veterans. 
Last year our national rehabilitation service interviewed over one-half 
million veterans and we have recovered approximately $113 million 
in benefits for those veterans. 

I give you this merely to indicate the scope of our work. We are 
here, Mr. Chairman, at the pleasure of your committee to discuss 
with you briefly the problems confronting this committee and the 
Congress on the question of appropriations, and particularly for the 
Veterans’ Administration. 

I would like to preface my remarks by saying that I think both 
Colonel Ijams and myself are on record repeatedly before congressional 
committees approving the idea of economy and the Veterans of 
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Foreign Wars has consistently recommended to the Veterans’ Admin- 
istration and to the Congress ways and means whereby money can be 
saved in the operation of the Veterans’ Administration. ead we are 
very proud of this fact. 

Mr. Puiturps. Let me say that the supplemental bill is up and I 
will have to go up. I will see if I have to stay. I will certainly read 
what you have to say. 

Mr. Kercuum. We are very proud of the fact that it was due to 
the initiative of the Veterans of Foreign Wars that we were finally 
able to persuade the VA and the Congress to eliminate some 13 top- 
heavy branch offices which were costing an enormous sum of money 
So I think we can make the record here this morning that our organi- 
zation does not come up here insisting on wasteful and unnecessary 
expenditures. 

We also realize that there is no positive, even definite budget before 
this committee for the Veterans’ Administration which also makes it 
rather difficult to present specific and concrete views on what you are 
now considering. According to the picture as we see it, there was a 
so-called Truman budget which was submitted. I have copies of it 
here and I understand that that budget has, they have requested that 
that be withdrawn and that the Veterans’ Administration submit any 
detailed statements to the Bureau of the Budget which later will be pre- 
sented in the form of, let us say, the Eisenhower budget, so we are now 
trying to discuss with the committee a budget for the Veterans’ 
Administration when you actually have no specific budget before you. 
The best we can hope to do is to talk about what has been recom- 
mended, what we believe to be reasonable and to plead with the com- 
mittee to at least take a sympathetic and generous view when the 
so-called Eisenhower budget does come before the committee. 

[ just want to call your attention to 2 or 3 things that have developed 
in the so-called Truman budget. Not knowing, of course, what the 
new budget is going to be, the point we are primarily concerned with 
in this budget is that phase of it dealing with hospitalization, medical 
treatment, and outpatient care. We recognize that insofar as com- 
pensation and pensions are concerned, and certain other benefits, it 
is more or less fixed charges. In other words, if the Government is 
roing to meet its obligation to men who are eligible to receive com- 
pensation, there must be a sufficient amount of money appropriated 
to pay those obligations, both from the standpoint of pensions and 
compe nsations. 

It is when we get to the question of how much money shall be author- 
ized for use in the hospital and medical program and the out-patient 
care is where there is probably a difference of opinion. As to whether 
it can be sharply reduced or remain at about the same level or whether 
it should be increased; I think you can appreciate also that we do not 
work in the Veterans’ Administiation. We have little or nothing to 
do with the administration of that agency. Our information is based 
on the work we do in connection with the agency and our service to 
veterans.and what we see as a result either of inadequate appropria- 
tions or mismanagement on the part of the Veterans’ Administration, 
and we quite frequently find ourselves in the middle without knowing 
exactly what the facts are, without knowing whether it is a question of 
inadequate funds or a question of bad management. You can appre- 
ciate our problem in appearing here this morning because it is entirely 
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possible and I think anyone who comes here to testify ought to admit 
that, that it is entirely possible that we do not know the facts on both 
sides of the table. But we can only go on our experience, what we 
believe based on our long association with the Administration and 
watching this picture develop in the field, and so it is from that stand- 
point that we make our plea here this morning. Admitting that we 
we may be wrong in some of the recommendations that we make, | 
wish first to discuss the thing that is most important to us in this 
budget. I mean from the standpoint of how much money can be allo- 
cated. That is what is known as administration, medical, hospital, 
and domiciliary service. The Veterans’ Administration for this com- 
ing fiscal year requested for that one phase of their operation 
$1,017,104,495. When the Bureau of the Budget got through with 
it, it was reduced to $921,100,000. In other words, there was approxi- 
mately $90 million that was reduced from this one item—$96 million 
as a matter of fact. 

Now the question is, were the Veterans’ Administration over- 
optimistic when they originally estimated that they would need 
$1,017,104,495, or is the Bureau of the Budget simply looking at the 
thing from the standpoint of economy and saying, no, you can present 
a request of $921 million or a reduction of approximately $96 million 
Therefore, on the basis of this budget which was originally created 
under the so-called Truman budget, we respectfully request this com- 
mittee to give careful consideration to that particular appropriation 
for administration, medical, hospital, domiciliary service and in that 
budget, that particular appropriation is broken down into several 
phases. I will not take the time to read all of them now but it starts 
with general administrative, contacts and claims, rundowns on such 
things as medical administration, medical research, medical education, 
and training. 

Mr. Tuomas. It covers everything in the book, if I may interrupt 
you, except pension and benefits themselves, compensation, and so 
forth. 

Mr. Kercuum. The three things we think are important in the 
breakdown on this particular item is hospital care, inpatient, domicil- 
iary, and outpatient care. We believe those three items should receive 
the most careful and sympathetic consideration from this committee 
because those are the points where we are having our greatest diffi- 
culty today. Those are the points which Colonel Ijams will discuss 
with you here in a few moments based on positive information which 
we have received from our widespread Rehabilitation Service that 
works closely with the veterans and the Veterans’ Administration 
and the veterans’ hospitals. 

We are therefore recommending that if this committee can feel that 
it is reasonable and fair, that approximately $1 billion be allowed for 
this particular phase of the budget, that is, administration, medical, 
hospital, and domiciliary care, with particular emphasis upon hospital 
care, the inpatient, domiciliary care, and outpatient care. 

Now, there may be some items in there such as medical research, 
medical education and training that probably could stand a good 
doing over. 

Mr. THomas. May I interrupt you just a minute? I am going to 
have to go upstairs. What is your total membership? 
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Mr. Kercuvum. 1,250,000, probably running higher than that this 
year. 

Mr. Tuomas. I am a dues-paying member of your organization. 
| do not know how I was able to, but I did. How is the membership 
divided between World War I and World War II? 

Mr. Ketcuum. Eighty-seven percent of the present membership 
are World War II, the remainder is World War Il. Eighty-seven 
percent World War II. 

Mr. Jonas. Most of those boys from World War I stayed in the 
Legion. 

Mr. Kutcuum. That is right. We have more members in some 
States than some of these organizations have ia the entire organization. 

Mr. Tuomas. Eighty-seven percent of your organization. 

Mr. Ketcuum. Are World War II veterans and all of the top 
officers of our organization, the elected chair officers, are World War 
Il veterans. 

Mr. Tuomas. I have been a member for 18 years. I have known 
him for 18 years; he certainly has done an outstanding job all the 
years I have known him. 

Mr. Kercuum. I wish this committee had time and could listen to 
the economy days when George Ijams was top Assistant Adminis- 
trator of the Veterans’ Administration in contrast to the way money 
is being expended today. We were just talking out there in the 
corridor about some of the economies they practice. One item in 
particular, such as long-distance telephine calls. When George was 
the Assistant Administrator, if the bill ran $5 and something a month 
over there, General Hines would scream his head off. Now it can 
run as high as $50,000. 

Mr. Jonas. Mr. Ketchum, I would like to ask you one question. 
In your study of this problem, with the colonel’s help, are you able to 
come up with any suggested economies that might be practiced? 

Mr. Kercuum. I think we have. 

Mr. Iyams. I have talked with General Gray many, many times, 
and offered what I considered to be constructive suggestions. Many 
of them he took a few years ago when he first came in. But I have 
found in more recent years there has been a tendency not to take 
suggestions. On‘*March 2, I wrote him a letter. I would like to 
quote from parts of it. 

Mr. Jonas. Does the letter contain concrete suggestions? 

Mr. Isams. It does. I would like to say this one thing off the 
record, if I may, sir. 

(Discussion off the record.) 

Mr. Iyams. This is the pertinent part: 

During your administration you have corrected many of the wasteful conditions 


which occurred as a result of the reorganization of the Veterans’ Administration 
in 1945, 


And I would like to say they are right, gentlemen, that a great 
deal of the trouble that is confronting you gentlemen today stems 
from that reorganization. That is when they quit thinking of 
economy and they started to spend money. In my letter I said: 


It is my studied opinion, however, that many other actions could be taken 
which would result in the saving of administrative overhead without reducing 
the efficiency of the Veterans’ Administration insofar as service is concerned. In 
an effort to be helpful to you, and appreciating that as I do that so many of your 





904 


present advisers are men of very few years’ experience in veterans’ affairs, I wish 
to make certain concrete suggestions which, if adopted and placed in effect, 
would greatly improve the service rendered by the Veterans’ Administration and 
at the same time would result in appreciable saving of administrative overhead 
First, I would retain the functional type of organization of the Veterans’ 
Administration which was proven to be the least costly and the most efficient 
type of organization in any Government department over a long period of years 
I would avoid duplicating functions between staff and operating personnel which 
plan of operation will not only create additional high-salaried positions and 
overhead but will result in certain friction between the staff and operating 
personnel employed. 


Under this new authorization of General Gray’s which he announced 
on November 26, he has up here on the top line a supply man, a con- 
struction man, medical man, and so forth. They are staff. Then 
down below he has a supply man, construction man, medical man. 
They are operations. Will you please tell me what in the thunder the 
staff man is going to do and if he makes recommendations which are 
not concurred in by the operating opposite number just below him; 
you are going to have friction. That is the reason I make the state- 
ment that the proposed plan is too costly and will produce friction. 
Again [ quote from my letter: 

I would make a complete survey of your field activities and return to the plar 
of organization successfully employed over many years of having 1 finance, | 
supply, and 1 personnel officer in all cities where more than 1 Veterans’ Adminis- 
tration activity exists. 

As an illustration, in Baltimore you have 2 hospitals and 1 regional office 
There is no reason on earth why 1 finance man, 1 supply man, and 1 personnel man 
cannot adequately serve all 3 institutions. The same plan of operation applied 
to the entire field would enable you to save a vast amount of money now paid in 
unnecessary sums. 


Mr. Jonas. Is it true that in each of those 3 offices and hospitals 


they have all 3 of those jobs? 

Mr. Isams. That is right. That is what burns me up. We con- 
solidated positions for years and it operated successfully and then 
after the 1945 reorganization, it was all thrown out the window and we 
went into this duplication business. 

Mr. Corron. Is that when General Bradley came in? 

Mr. Iyams. Yes, sir. 

Here is something very important in my letter to General Gray, 
gentlemen, , 


I would also give the managers a budget and authorize them to cut personne! 
not required for essential operations of their offices. All persons surplus would 
be surplused under existing laws and regulations of the Civil Service Commission 
That is essential. In this regard, I would like to say that I have recently dis- 
cussed this proposal with a number of your managers and without exception these 
men have told me they could save considerable money if they were empowered 
to get rid of deadwood instead of having a reduction of personnel determined by 
persons in Washington who are not familiar with local problems. 

I would also suggest that as far as possible you return to the plan successfully 
operated for years of having combined facilities wherever regional offices and 
hospitals exist in the same cities. 


We have combined facilities prior to the 1945 reorganization where 
your regional office and your hospital were in one city. 


This plan will not only save money through a combination of positions but it 
will make additional medical personnel available in some places where positions 
are duplicated through having medical clinics in both the hospitals and regional 
offices. 

There are many other places where savings could be made— 
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and I might say parenthetically that I have already recommended 
on several occasions that the so-called special services organization 
(which was created in 1945 simply because the Army had a special 
service organization) be abolished. There are certain essential jobs 
that have to be performed in hospitals such as chaplains and that sort 
of thing. Our chaplains were under the medical service or the domi- 
ciliary service when | was with the Veterans’ Administration. They 
should be returned to those services. 

Mr. Corron. May I ask a question there? In a hospital near my 
home town where there was a great deal of agitation about reduction 
of personnel, I went over, I investigated personally, and discovered 
that any personnel taken away had to do with occupational therapy. 
The ones they had taken away were people who had to do with oecu- 
pational therapy and organized amusement and that sort of thing, 
who were doubtless doing good work but they were under these special 
services. 

Mr. Isams. They are, sir. Let me explain to you how these hos- 
pitals were operate 1d insofar as what is known as special services are 
concerned. Every hospital had a library and a librarian. Your 
psychiatric hospitals had an athletic director to get these boys out 
and give them some exercise and so forth. In the psychiatric hospitals 
we appointed a committee of two consisting of the librarian and the 
athletic director and in the general and TB hospitals we used another 
employee for the athletic director whose job it was to coordinate the 
volunteer services of the cooperating groups such as veterans’ groups 
and the Masonic groups and Knights of Columbus and all of these 
organizations that are doing so much fine work, volunteer work in 
these hospitals. Their principal job was to avoid bingo games every 
night or card parties every night. It was to dive rsify entertainment 
*: these boys. We would have a picture show one night, sponsored 
by the Veterans of Foreign Wars Auxiliary. The next night with a 
card party sponsored by the American Legion, the next night bingo 

game by DAV and that sort of thing. All of that coordination was 
dona and all of the entertainment must necessarily have been supplied 
on a local hospital level because that is where the boys were. 

Well, after 1945 we created the special services organization here in 
Washington. They have built up and built up and built up adminis- 
trative overhead and they are issuing directives and—off the record. 

(Discussion off the record.) 

Mr. Isams. They have planned most of these things here in the 
central office and they have had to employ additional personnel to do 
that. Now, don’t misunderstand me, I am not critical of General 
Kerr, who was the man who built this thing up. He is a very fine 
gentleman. I am not critical of any of his assistants. They are all 
fine people and they are doing an excellent job, but I am critical of 
an unnecessary expenditure of the taxpayer’s money to do a job 
which has always been done on a local level and which could be done 
on the local level now through the use of personnel now employed in 
the hospitals and at no ¢ additional cost to the taxpayers. 

Mr. Jonas. Before you get away from that point, have they created 
new positions in these hospitals to take over this work that your 
committees did? 

Mr. Isams. They have built up considerable personnel within the 
hospital. I am sure that is the personnel that Congressman Cotton 
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was talking about when this reduction came. There is another thing, 

We had to have in the hospitals through the years, commissaries 01 
stores where they sold the necessities of life, cigarettes and handker- 

chiefs, razor blades, and that kind of thing. In my days of the Vet- 
erans’ Administration, we let those concession contracts to veterans 
and they bid for the concession. The Government made money out 
of it, at least we Bol rental for the space occupied by this group and 
the manager of each facility was charged with the responsibility of 
checking the prices charged to these boys in the hospital at least once 
a month to see that the prices were less than those that they would 
have to pay in the nearby drug store or wherever they bought the 
articles. So the Government benefited. The Government got paid 
for the space. Right after 1945 that was thrown into special services 
The Veterans’ Administration, they came up to Congress and secured 
a revolving fund to finance their own canteen service under special 
services. | presume it has not lost any money. 

Mr. Anprews. Canteen service? 

Iyams. That is correct, sir. 

They now employ their. own personnel and they are supposed 
sell everything at cost-plus, a sufficient amount of profit to pay the 
administrative ove! head so it is not supposed to cost the Government 
anyvthing—but the Government did lose revenue by going into the 
canteen business 

Mr. AnprEews. May I make a statement off the record? 

{ Discussion off the record.) 

Mr. Ilyams. Returning to my letter to General Gray: 

1 would suggest that as far as possible you return to the plan successfully 
operated for years, having combined facilities wherever regional offices and 
hospitals exist in the same cities. 

There are many other places where savings may be made and if you will read this 
letter to some of your assistants who have had years of experience in the Veterans 
Administration, I believe they will not only concur in the recommendations I have 
made in this letter, but will offer other sugge aes in the interests of economy and 
more efficient and sympathetic operations of the Veterans’ Administration. 

I am writing you this letter because I honestly believe that unless you take the 
initiative and cut all deadwood out of the Veterans’ Administration, both in central 
offices and in the field, we shall soon be confronted with a demand for another 
Economy Act and the possibility of the loss of benefits to men who have earned 
these benefits through sacrifices in time of war. 

Mr. Parurrs. That is an excellent letter. Do you want the whole 
letter put in the record? 

Mr. Isams. I do not think so, Mr. Chairman. 

Mr. Puiuuirs. You have taken out the part that had to do with 
the recommendations? 

Mr. Ijyams. Yes, sir. 

Mr. Puarurrs. Quite a letter. 

Mr. Isams. I might read this off the record. 

(The remainder was read off the record.) 

Mr. Puiturrs. Thank you; that is an excellent statement. 

Mr. Kercuum. Mr. Chairman, I hate to continue and stay here 
and delay committee members, because I know you have not eaten 
lunch and you may have some other problems. We did want to get 
across—we think we have something—— 

Mr. Pum Lips. We are seriously concerned and we are very anxious 
to have your recommendations. I made a suggestion with one of the 
preceeding groups that our greatest trouble—the witness had spoken 
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of confusions and so forth. I said we would take our responsibility, 
but we wanted the Veterans Administration, American Legion, VFW, 
DAV, AMVETS, and the others to take also a certain proportion of 
the responsibility for it, because statements are made which are not 
founded on fact, and we see these repeated all over the United States 
before anybody attempts to check up on them. I said that several 
times in the past I had suggested somewhat casually that what | 
thought ought to be done was for these various veterans’ organiza- 
tions to get together with this committee and discuss this thing all at 
once. We have never pressed it because when you got down to brass 
tacks it is really the responsibility of the legislative committee; but, 
ventlemen, Mrs. Rogers was here before us, and she herself made the 
suggestion that perhaps her committee and this committee should 
get together and discuss that. So, now I feel we can make it formally 
that her committee, this committee, and representatives of your 
groups should get together and see just exactly how we can make 
economies and where, because if nothing else comes out of it there 
will be a clarification of a lot’ of little misunderstandings which have 
been charged against the Congress, and not rightfully, or perhaps are 
not exactly as they would seem in the reports that have gone out 

Mr. Isams. There is one thing that [ think is very, very important 
we have approached this thing many times and backed away from it 
and that is inpatient care of the non-service-connected cases suffering 
from conditions which require long periods of hospitalization. I do 
not believe anybody in his good sense would ever advocate minor 
conditions being treated in VA hospitals if they are not due to a man’s 
service. However, there are three groups that have given us a great 
deal of trouble. They are the tuberculars, the psvchiatrics, and the 
older men suffering from chronic conditions. All of those men are 
totally disabled. They cannot work. They cannot feed their 
families. They cannot possibly purchase hospitalization in private 
institutions. They could not have done it years ago when costs were 
one-tenth of what they are now. ‘Today, we know positively that 
those men must be cared for at public expense on some level. | 
would like to read you just one paragraph of a mamorandum which 
I wrote to Mr. Ketchum and through him to Congressman Kearney 
the other day on another matter. [Reading:] 


It is my personal hope that this matter 


speaking of hospitalization of the seriously disabled non-service- 
connected cases 


which has caused a great deal of difficulty over a long period of years, may finally 
be resolved by the Congress taking a definite stand regarding the hospitalization 
of the so-called non-service-connected cases. 

If Congress decides that these men are in fact the wards of the State in which 
they live, and not of the Federal Government, for which they fought, then the 
national administration should call a meeting of all the governors of our States, 
explain the situation to them, and advise the governors of the fact that they 
must immediately secure the necessary funds and build State hospitals to care 
for these men. 


Tbese men cannot provide for themselves. I might say that these 
men get into the hospitals now through the operation of section 202.10 
of the World War Veterans Act. That provision was placed in the 
law during the Coolidge administration. Everybody knows that Mr. 
Coolidge was not a spendthrift. He believed in economy. I was 
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talking to Mr. Ketchum out in the hall here just before we came in 
about some of the things that occurred in his administration, and | 
said: “This country would certainly profit if we had another ‘Calvin 
Coolidge in the White House. He did not hesitate to spend money 
that was necessary but he did not believe in waste.”’ I do not, either, 
General Hines had just come in as Administrator at that time, and 
the Veterans of Foreign Wars and the American Legion representatives 
came in to see him. At that time we were ahead of the procession for 
the first and only time that I know of in the construction program. 

As I recall it, we had approximately 1,600 empty beds which were 
not needed for service-connected cases, which were the only ones we 
could then take in the hospitals. So, these veteran groups came in 
and they asked General Hines if he would not put into those 1,600 
beds World War I veterans who were suffering from serious disabilities 
requiring long periods of inpatient care who could not possibly afford 
to pay for it themselves. General Hines turned to me and said, 

“Could we do that?’ I said, “No, General, we have no authority. 
It would take legislation.”’ So, a couple of days later he called me 
and said, “I have made an appointment with the President and want 
vou to go over with me to see him.’”’ We went over. The general 
explained the situation to President Coolidge, and those of you who 
knew him knew that he had a poker face; you could not tell what he 
was thinking about. When the general finished his e xplanation, there 
was no reaction whatever. He sat there like this, and I said, ‘‘General, 
may I say something?” And he said, ‘Yes, go ahead.” I said, 
“Mr. President, the situation is this: The men that we are talking 
about are seriously disabled. They cannot work; they cannot feed 
their families, and of course they cannot pay for hospitalization. So, 
the taxpayer at some level has got to provide for those men. The 
only question in my mind is whether it is cheaper for the Federal 
Government to take them into the beds we have and care for them or 
for the local taxpayers to pay for them in local charity or church 
hospitals or whatever they have.” I said, ‘Currently, our contracts 
with private hospitals are running about $6 a day.” 

It seems ridiculous to think of that now but that was true in those 
days. That was for ward service. It did not cover any medication, 
any lab tests or any surgical treatment or anything of the kind, simply 
the bed that the man was on and his food that he could eat. I said, 
“At the same time it is costing the Federal Government about $4.25 
a day per patient in our hospitals. Therefore, it would cost the 
taxpayers less if we took these men into the 1,600 empty beds we have.” 

Mr. Coolidge said, ‘Did yousay it would cost less? Then I will 
allow it.’”’ That was how section 202.10 got into the law. 

We are confronted with the same identical situation today and it 
would certainly relieve 

Mr. Puiturps. Except for the extent of it. 

Mr. Iyams. Exactly, and when you speak of that, no veteran ever 
started the war, no veteran ever wanted to fight a war nor enjoyed a 
war and no veteran wants his boy to fight a war. ‘So, I cannot go 
along with these folks who are blaming the veterans for the fact that 
there are too many veterans. I agree ‘there are too many but as long 
as We are continuing to have wars, we are going to create more and 
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more veterans. We are creating between 800,000 and 900,000 addi- 
tional veterans per year today as a result of the Korean and European 
army. 

Mr. Puruiies. We thank you very much. 

Mr. Kercuum. I just want to again reemphasize the point that I 
was desperately trying to make when the new requested budget 
actually comes before this committee, that when you come to that 
section which is labeled “Administraton, Medical, Hospital, and 
Domiciliary Service,” that you give sympathetic consideration at 
least to three of those items that are in there and that is hospital care, 
inpatient, domiciliary, and outpatient care. There are probably some 
items in there that we look at with sort of a dim view, but we think 
those three that I have mentioned in that general category are of 
extreme importance. That is the key to this whole thing and what 
[ am afraid is that in looking at the total request, that too frequently 
the tendency is, well, we will just slice the whole 00 If we could 
be certain that they get exactly the money that they really need for 
those three items within that category, we feel that maybe there 
could be some trimming in some of those other phases. 

Mr. Puriures. We would be very glad to have your suggestion. 
Of course, in our budget that shows as a separate item and we have 
never cut that part of the item which has to do with the actual hospital 
care. We have cut the administrative costs but they have not been 
taken off there. We have been cutting what we thought were some 
of the extra services that you are talking about but they were not 
taken off there. Actually, with the whole cut was only 4 percent and 
we thought that mostly would be taken in the administrative part of 
it but then we have looked with some doubt as you say on the amount 
of money being spent for, say, the dental outpatient care. That is 
pretty high and they have a lot of mone y in that budget. 

Mr. Isams. On the other hand, these boys coming back frem Korea 
with dental conditions, they need to be taken care of. 

Mr. Puituips. We have never denied the immediate care for vet- 
erans but the question has been just how long, through life, is the Fed- 
eral Government obligated to take care of a veteran’s teeth? That 
seems to be the matter at issue now. 

Mr. Isams. Of course, the Federal Government, except in those 
cases where they are treating a man for stomach ulcers and his teeth 
are out and they have to provide dentures as part of the treatment for 
the stomach condition, the Federal Government was never obligated 
to treat any teeth except those that were disturbed during a man’s 
service. 

Mr. Corron. Off the record. 

(Discussion off the record.) 

Mr. Anprews. We feel toward hospitalization of veterans just 
exactly like you gentlemen do. Here they come up and ask for an 
appropriation and we give them exactly what they ask for for the 
hospitalization program and tell them not to cut that program. What 
else can we do? 

Mr. Ketcuum. The only suggestion I could make is the one I have 
made before. 

Mr. Puruties. Thank you gentlemen for your suggestions and ideas. 
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VETERANS’ ADMINISTRATION APPROPRIATIONS 
WITNESSES 


VETERANS OF FOREIGN WARS 


GEORGE E. IJAMS, DIRECTOR OF REHABILITATION 
OMAR B. KETCHUM, LEGISLATIVE DIRECTOR 


Mr. Puiiures. Colonel Ijams and Mr. Ketchum. Who is going” to 
make the statement? oN 

Mr. Isams. Mr. Ketchum. = 

Mr. Kercnum. Mr. Chairman, I assume you have no budget for 
the Veterans’ Administration before you and that part of this meeting 
was possibly left to the discussion of what we might look forward to 
and any recommendations we might have to make to the committee 

Mr. Puixurrs. That is correct. 

Mr. Kercuum. We have no prepared statement and we are not 
prepared to tell this committee—at least we did not think this was 
the proper place —the story of various recommendations which we ar 
making to the Veterans’ Affairs Committee and to the Veterans’ 
Administration concerning our ideas of some increased efficiency which 
the VA might be able to establish. 

What we are concerned with before this committee is the amount of 
money that is to be appropriated for the use of the Veterans’ Adminis- 
tration and if possible discussion with the members of this committee 
of any particular misunderstanding or confusion that may be existing, 
and to give you our reports on what we are hearing and trying to estab- 
lish where the misunderstanding developed. 

[ think you know that the veterans pretty generally are somewhat 
concerned as to the future of the hospital medical program. Whether 
they are justified in that remains to be seen. 

Mr. Puuuuies. It is largely confined to the VFW, and the telegrams 
all read the same, which leads to a very peculiar suspicion in my mind 

Mr. Kercuum. Of course, I do not know. I am not prepared to 
quarrel on that with you. IJ thought the rest of them were pretty 
well concerned, too. 

Mr. Putuurps. No; they have come in with some very constructive 
suggestions and the memorandum handed to the President by the 
DAV could have been taken word for word out of the discussions of this 
subcommittee. 

Mr. Kercuum. May be they were. 

Mr. Putuurps. I do not think they were because I do not think they 
have seen them. Go right ahead. We are interested. We would 
like to have suggestions and not just dissemination of inaccuracies. 

Mr. Kercuum. You mean that I have been making some here? 

Mr. Puttuies. Somebody has. We do not accuse anybody. It 
just seems peculiar that most of them have come from _VFW posts and 
auxiliaries. Go right aheac 

Mr. Kercuum. You said that. 

Mr. Puiturps. Yes; | said that. 

Mr. Kercuum. What I was trying to say was that there seems to be 
some concern about the future of the hospitals and the medical pro- 
gram, and there is some misunderstanding. 
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Mr. Puiuurps. | would like to exclude Colonel Ijams from my 
comments if they are considered critical. He gave us some good 
suggestions. 

Mr. Kercuum. The point we were trying to make, Mr. Chairman, 
n the absence of the budget and not knowing what is gomg to be 
proposed, is we do not think we are in a position to come before this 
committee and Sayv to you that X dollars or Y dollars should be ap- 
propriated for the Veterans’ Administration and for the hospital and 
medical program. lam sure you can appreciate that our organization 
has no authority to make an investigation of the Veterans’ Administra- 
tion. We do not build their budget. We can only assume that they 
are an average Government agency, and they try to develop an honest 

idget in line with their needs and that when they said or when they 
say they need so much money, we have no way of knowing whether 
thev do or they do not need that much money. That is a matter that 
as to be worked out by an investigation by Congress and the Bureau 
of the Budget. 

The point I am making and the objective that we have is not X 
dollars or Y dollars, but our objective is to try to get the available 
beds which the Veterans’ Administration does have at the present 
time staffed and open. How many dollars it is going to take certainly 
we are not in a position to say specifically to this Congress. 

Mr. Puiuuips. If you are not interested in money at all, do you 
not think it is a little bit peculiar that the telegrams coming in from 
the VF W ask us to restore cuts in the budget? 

Mr. Kercuum. They do not know what else to say. 

Mr. Putuures. We have not even received a budget figure. 

Mr. Kereuum. | think they are going on the basis of statements 
made by the Veterans’ Administration that they had to close the 
beds because of the cuts in the budget. I suppose they are referring 
to the current budget. 

Mr. Puitures. You did not tell them that the Veterans’ Admin- 
istration received $4,100,000 more than they had the year before? 

Mr. Kercuum. I do not know what you are talking about there. 
All we can go on is the fact that they have closed and they have 
stated in public hearings that they closed beds because they did not 
have enough money. That is what our people got in the field. 

Mr. Yarns. Where do your people get the statements that the 
VA has closed beds because they do not have the money? 

Mr. Kercuum. From the VA. 

Mr. Yates. What person in the VA? 

Mr. Kercuum. All over the country, managers, and so on and so 
forth. 

Mr. Yares. I think we better call those managers in and find out 
just what statements they are making. 

Mr. Kercuum. | have records of hearings before the Veterans’ 
Committee at which time Dr. Boone, the Director of Medicine and 
Surgery, specifically stated that. That is a matter of public record 
before the Veterans’ Affairs Committee on February 19, 20, and 25. 

Mr. Yarers. As far as this subcommittee is concerned and speaking 
for myself, our intention—and it is shown in the reports of the sub- 
committee—has been to give the Veterans’ Administration every 
dollar and more than they have asked for in hospital benefits and 
medical benefits. 
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Mr. Kercuum. I am not quarreling with the committee. 

Mr. Yaves. I agree there is incongruity and inconsistency be- 
tween what the VA says and what we are told. 

Mr. Kercuum. That is right and the point is that we do not know 
whether this comes from the VA or from the Bureau of the Budget 
or from the Congress. 

Mr. Jonas. Have you not been taking the word of the VA for it 
in vour circulation of your posts? 

Mr. Kercnum. All we know is that the beds have been closed 
and the VA says they do not have enough money to operate. 

Mr. Jonas. You read Mr. Phillips’ statements on April 1 and 
April 2, did you not? Did he not clearly show in there that we had 
given them all the money they asked for? 

Mr. Kercuum. Yes, but the ~ A does not admit it. 

Mr. Jonas. That is what I say. You take their word for it without 
checking the facts before this sakenbtten. 

Mr. Phillips said that we had given all the money that the VA asked 
for the medical program. 

Mr. Puruures. The Bureau of the Budget does not ask for any 
money. The argument, if any, between the Veterans’ Administration 
and the Bureau of the Budget is entirely a downtown argument. 
There still remains the fact that we gave the Veterans’ Administration 
more money than they had the vear before for hospitalization. It is 
also a fact that one of the hottest arguments has been about the $10 
million which Mr. Teague tried to put on the floor—I have a great 
respect for Olin Teague—and the information before us is that the VA 
would not have been able to use it. That is not only the statement of 
the budget officer, but also the statement of General Gray. 

Mr. Jonas’ question was a very pertinent question. You say that 
you believe the Veterans’ Administration and do not believe the Con- 
gress. Are you not the one that is circulating to your VFW posts this 
misinformation which is translating itself into the telegrams that all 
the Members of Congress are receiving? Since the Members of Con- 
gress know the facts apparently better than you seem to, they seem 
very much surprised at the reaction they are getting from their home 
posts. 

I think we would do a lot better to get back to some constructive 
suggestions. 

Colonel Ijams, you gave us some very good ones, last time and we 
have observed that some of the other organizations now are making 
the same suggestions, especially about this duplication in the regional 
hospital offices. I would like to ask you about how far you think 
that could go. Is not most of this, when you get down to brass tacks, 
an administrative problem? 

Mr. Isams. It definitely is. 

Mr. Puiturps. We would like to stay out of the legislative business 
if we can. We only go into the legislative business when the laws are 
not made and something has to be done. We have said on the floor 

ublicly that if other committees will pick up the ball and we would 
ike to get out of the legislative business, but we cannot permit 
veterans to receive a lack of care. 

Mr. Yates. Incidentally, I spoke to Mr. Teague yesterday on the 
floor and he agrees that there is a misunderstanding between what 
the VA is saying and what is happening in our committee. He said 
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something is wrong somewhere and he is going to help us by giving 
us some questions or suggestions to be asked the VA when they come 
over here. 

Mr. Puruures. That is excellent. 

Mr. Isams. One suggestion has been made and I do not know 
whether it could be carried out in the procedure or not, but in that 
section 8,000, that covers general administration and hospitals, if it 
would be possible to break those items down and be specific, I think 
it would be very much better. 

Mr. Putuures. It actually is broken down in the testimony, but I 
think we are going to have to break it down in the bill. 

Mr. Jonas. May I read, Mr. Chairman, this one important para- 
craph from the VA estimates they brought in here, a paragraph dealing 
with medical, hospital, and domiciliary services. 

Mr. Yaress. I think for the record you should identify it. 

Mr. Jonas. It is the Veterans’ Administration supplemental appro- 
priation estimates revised as of January 28, 1953. Here is what they 
said: 

The total additional requirements beyond the level of operations as of September 
30, 1952, amount to $10,349,000. However, it is estimated that $3,038,849 of the 
funds currently available can be applied against this amount. It is also estimated 
that the current rate of collections will increase expected reimbursements from 
$4,440,000 to $6,750,751. Consequently, a net amount of $5,000,000 additional 
s requested for the medical program. 


Our bill contained every penny of that $5 million. 
Mr. Kercuvum. If I may pursue this further, I have no desire to 
quarrel with the committee. All I want to do is to clear up the mis- 


understanding. I am telling you that Admiral Boone, who is the 
Chief Medical Director, goes before the Veterans’ Affairs Committee 
at the same time this committee is considering the deficiency appro- 
priation and specifically says that General Gray saw they were not 
coing to have enough money—that was last September—and they 
went to the President. They asked first for $17 million. The 
President told them that he could not allow it. They later revised 
their request for $23 million and eventually the Bureau of the Budget 
cut them down to $5 million which this committee approved. 

The thing that has been disturbing me is that the Bureau of the 
Budget and the Veterans’ Administration are having their difficulties, 
and I can see where this committee might be blamed for something 
that the Bureau of the Budget is cutting from the Veterans’ 
Administration. 

Mr. Jonas. However, was not your criticism directed at this 
committee? 

Mr. Kercuvum. I do not think so. 

Mr. Jonas. At this committee and the chairman. 

Mr. Ketcuum. The chairman, perhaps, yes. 

Mr. Puruuips. Is it not a peculiar thing that these telegrams men- 
tion my name? 

Mr. Jonas. He said it was directed at you. 

Mr. Ketcuum. My criticism was that this was all the Veterans’ 
Administration requested, so it was said, when the Veterans’ Ad- 
ministration was saying publicly before another committee that they 
requested $23 million and the Bureau of the Budget trimmed them 
to $5 million. 
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Mr. Pariires. No; that is not what they did. They said they cut, 
but they cut it to $10 million. 

The total you gave was the total figure for the whole area, not con- 
fined exclusively to the hospitalization, and you also omit in you 
calculations that on February 3, the Director of the Budget on the 
President’s instructions, put out a freeze order on personnel, so that 
we should have just automatically taken off $6,800,000 on that item 
alone. We only took off $5 million. We think they are going to 
have a surplus of $13 million, of which General Gray admits to a 
surplus of $6,500,000 in the hospital program alone. I want to read 
you something of this ins accuracy of the agency that you support so 
nobly about cutting out 2,300 ‘people. Do you remember? They 
actually let out 800 as a lids tion in force. 

As Mr. Krueger would have said if he were here, it is a very curious 
coincidence that they let them out in the month of October so that 
the separation notices took effect on November 4. I suppose that was 
just coincidental. 

(Off-record discussion. 

Mr. Puiuurps. Colonel Ijams, the veterans groups are all pretty 
well agreed, are you not, on Special Services? 

Mr. Isams. I noticed that this boy for the AMVETS suggested that 
it be turned over to the Department of Medicine and Surgery. 

Mr. Puiiurps. So does the Legion. 

Mr. Isams. I would go further than that. I would abolish th 
major part of Special Services, which is located here in Washington, 
because for 20 years we did the job that is now being done of coor- 
dinating the entertainment activities of all the cooperative groups on 
the local hospital level. We did not have a lot of people in Washington 
drawing high salaries to think up new things that might be done. | 
realize that that is not a very popular suggestion with a great many 
organizations whose national representatives like to come to Wash- 
ington. They like to have their pictures taken and so forth. 

I have in the drawer of my desk two groups of pictures that 1 have 
kept for some time to illustrate useless expenditures. Of course | 
worked under Calvin Coolidge, and I think of the little savings that 
mount up. In these pictures I mentioned there is a group of people 
sitting around representing cooperating groups, so they bring in a 
photographer and take a picture of this group. They take a picture 
of Carl Gray, Dr. Magnuson, Miss Wheeler, the chief nurse, and 
others, and everybody who is in that group gets a whole set of these 
pictures. They only cost the Government a quarter a piece, but in 
the “¥ place who wants the darn things and in the second place why 
spend that money needlessly? It is a small thing but the total ex- 
penditure is great. I have gone into the Veterans’ Administration 
agencies all over this country. I have never walked into one but 
what in 5 minutes there is a public relations man and a photographer 
up there and they take me over to the prettiest secretary in the pool 
and ask me to lean over and ask her a question, and then they snap 
a picture. An utterly useless expenditure of funds which benefits no 
one. 

They are small things, but why do it? 

Mr. Puiturrs. You are right and I think we have reached a point 
where, if we are going to try to do anything for the veterans, we have 
to preserve the value of the dollar and we have to watch small things. 
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Mr. Yates. Congressman Teague suggested the fact that economies 
could be made in the contact service. What is your viewpoint on 
that? 

Mr. Kercuum. There is a difference of opinion on it. Some of our 
people think perhaps they probably could reduce the contact service. 
Some of our people are of the opinion that the contact service is very 
valuable. 

For instance our medical consultant, who has worked in and out 
the veterans’ organizations for many vears, is of the opinion that the 
contact service is one of the most valuab!e in the Veterans’ Adminis- 
tration, 

Mr. Yarers. Even though the States have the contact service and 
even though all the veterans’ organizations all give the same type of 

rvice? 

Mr. Kercnum. That is right. 

| have said that possibly a reduction or elimination of the contact 
service in the Veterans’ Administration, certainly would give more 

mphasis to the need for the work which a veterans’ organization is 
ing. That might be considered purely a selfish proposition. I am 
ot one who has believed that the contact service is of great value, 
perhaps I should say, vital importance, in the Veterans’ Adminis- 

tr ation, but some of our people and notably our service officers have 
felt that the contact service is very valuable 

Colonel Isams. 1 can give an illustration in Dallas, Tex. They 
discontinued the contact service in the district office. They also have 

regional office in Dallas in a different buildmg. We maintain 
pe rsonnel in both the regional office and the district office. 

When they discontinued that service they threw such a load on 
our personnel—that our man could not get any work done because he 
had a steady stream of people coming into his office all the time asking 
for information. 

Mr. Putiurpes. Were these in addition to State or county officers? 

Mr. Isams. I believe not in Texas 

Mr. Yares. If there were State and county officers at certain 
locations, would you say there would be a need to have a contact man 
by the VA there, too? 

Mr. Isams. Their job varies in different States. For instance in 
Louisiana you have the parish service there instead of counties. They 
have a parish service officer in every county of Louisiana who is a 
State-paid man. Then they have in New Orleans and in Shreveport 
an office consisting of service officers who go before rating boards. 
The jobs of these two men are entirely different. The fellow in the 
parish or the country is the man who initially contacts the boy living 
in that community and who wants to file a claim or seek hospitalization 
or something. He prepares the necessary papers and sends them to 
his representative in the regional office who goes before the rating 
board or contacts the medical people for hospitalization, and that 
sort of thing. 

Then, the Veterans’ organizations—the American Legion, the VFW, 
the DAV, the AMVETS, and all the rest of them—maintain their 
own group of service officers whose job it is to go before the rating 
boards and who are recognized for that purpose in the interest of the 
claimants who give powers of attorney to that particular organization. 
Therefore you have the job on the local level of making the immediate 
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contact with the man living in the community and not a veteran 
organization that I know of is equipped or has the money to employ 
personnel in all the counties. They are usually county or State 
employees, but they deal with all of the veterans’ groups who are 
represented at the regional office level. 

Mr. Puitures. We have not talked it over this year in the com- 
mittee, but last year our attitude was, and we thought it was rather 
simple, that if the Federal Government would maintain an advisory 
or clearinghouse group wherever the States, as Mr. Yates says, have 
their own, and also the veterans’ organizations have their own, we 
did not see the necessity to go in and duplicate the work. 

Where you have a place where there is no service office or whe 
service was inadequate, we could send somebody in, but we should 
not duplicate services given, not entirely because we want to save 
money, but because we think it is a pretty good sales argument fo: 
the veterans’ organizations. If you give service, the veteran is going 
to be more friendly toward the particular organization helping him. 

Mr. Isams. That is right. Every organization that I know of, 
and I belong to most of them, have a post officer in each organization, 
but that man is a volunteer. He does not get paid and he has to 
make a living. He is available ordinarily only on the night that the 
post meets, so you cannot impose on a man like that to get out and 
do a full-time job. 

Mr. Puiturs. Unless he is unfortunate enough to have a real- 
estate business down the street; and then he is busy all day long. 

Mr. Ketrcaum. Mr. Chairman, here is another angle. I do not 
know whether it is appropriate to bring it up before this committee or 
whether this committee can do anything about it. We get into the 
basic question of who is going to handle that. I think this committee 
certainly has a right to make suggestions to any other committee or as 
individuals to introduce legislation to direct the situation. I think 
this is rather important. It might even be somewhat embarrassing 

I know there is a dispute going on between the Veterans’ Adminis- 
tration and the Bureau of the Budget over what they call the quality 
or the criterion of medical treatment. You are probably familia: 
with that. 

Admiral Boone brought that out in his statement before the 
Veterans’ Affairs Committee. Colonel Ijams is probably more famil- 
iar with this than any man in the country, as to whether the Veterans’ 
Administration has gone too far in their desire to give first-class 
medicine. I think some of you will recall a few years ago before 
General Bradley was assigned as Administrator and General Hawley 
as Director of Medicine, that the charges had been made in a series 
of magazine artic ‘les and based on a long series of hearings before the 
Veterans’ Committee that the VA had deteriorated to the place 
where they were giving third-class medicine to first-class men. And 
as a result we got a shake-up in the Veterans’ Administration, a new 
Administrator, and a new Director of Medicine and they started out 
on the premise that we are going to get first-class medicine to first- 
class men. 

It seems to me, and I think to George, that they have carried that 
to the extent that they are developing probably an excessively costly 
medical program. 


ee 
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Under the old days of the Veterans’ Administration, the great 
majority of the hospitals used to be just general medical and surgical 
hospitals. Then a few of them were designated as diagnostic centers 
and if you had a patient you were uncertain of at the so-called average 
hospital, he was relayed to the diagnostic center where they had 
specialists, and so forth. 

Under that system you got what the normal man would expect 
in the way of treatment at the Veterans’ Administration hospital. 
However, the picture has changed and there has been a contention 
since 1945 that instead of just having ordinary and average treatment 
hospitals where the average man would expect to get average treat- 
ment, that they are trying to develop those and all of them into 
diagnostic centers with a relationship to medical training centers. 
The result of it is that when you try and make a diagnostic center 
ut of all of your general hospitals, vou are certainly going to run up 
a terrific cost in the medical and hospital program. 

| am under the impression that that is one of the things that has 
happened today, that too much the AMA has moved into the picture 
in the medical training centers, to the point where tremendous sums 
of money are being expended to these specialists and so forth, and 
they are trying to convert all of the general hospitals into diagnostic 
centers. 

Mr. Yates. The opinion of what group can we take if we cannot 
take that of the AMA? 

Mr. Kercuum. The point I am making is that Representative 
Kearney who is chairman of the Subcommittee on Hospits alization 
has sent out a questionnaire to all of the VA hospitals. I do not know 
how many questions are involved. a answers are now being 
analyzed, but one thing he did say in looking over those answers 
was that the tremendous sum of money ‘that was being dealt out to the 
so-called specialists was outstanding. 

This committee possibly is not the one—you are supposed to give 
the appropriations—but there certainly is a question involved there as 
to whether they have not gone too far in this so-called first-class medi- 

ine for first-class men in trying to give almost luxurious medical treat- 
ment and attention. U ndoubtedly that is developing at a tremendous 
cost and what happens when they cannot afford apparently in their 
disagreement with the Bureau of the Budget on how the beds shall be 

staffed, and the percentage of staff and so on and so forth, when they 
cannot afford to give that so-called top treatment, if they interpret it 
to mean they have to close down beds. 

I know that the Bureau of the Budget argued with the Veterans’ 
Administration that they could keep those beds open if they would 
bring the average and normal type of treatment to those hospitals, and 
Admiral Boone testified that they would not provide that kind of 
treatment. 

“If we do not have the money to give them the top-type of treat- 
ment, we will just close the beds down,” so there is a very delicate 
question there on the cost of hospital and medical treatment and some- 
body certainly ought to look into it. 

Mr. Yates. Are you suggesting that the fees of the specialists are 
too high; what is the point you are making? 

Mr. Kercuum. I am suggesting that thes vy are carrying the so-called 
first-class medicine too far. 
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Mr. Puiuurps. It goes back of that too. It goes back into the 
actual construction of the hospital itself. The hospitals are con- 
structed much more expensively than any private hospital. 

Mr. Yarrs. Those are construction costs and I think our friend 
is testifying as to operating costs. 

Mr. Krrcuvum. It all ties into the general problem, Mr. Yates, on 
the type of hospital they must have. It is finally resulting in just 
what George Ijams pointed out to General Bradley several vears ago, 
that the time will come under this system when you will have to 
reduce hospital services for veterans because the cost will become so 
high and instead of giving average treatment to the veterans who 
need it, vou are going to have to confine it to a few veterans, instead 
of to the many veterans. 

Mr. Isams. I have a news release which I would like to read to 
you off the record. 

Off the record discussion. ) 

Mr. Puruurps. I think we have a problem in the building of Army 
Navy, Air Force, and public-health and veterans’ hospitals. I do 
not know what the answer is, but we have to do something about i 
We have to close four public-health hospitals. We have 2 Navy 
hospitals in California that are not over 50 miles apart. Each one 
of them has vacant beds and they are talking about building a third 
about half way between them. The VA was asking for a 200-bed 
hospital in San Diego and there are more than that number of vacant 
beds in the Navy hospital. 

What are we going to do? I always thought we should rent the 
beds in the military hospitals and wait until this war was over and 
get the hospitals that have been built for the other services. 

Mr. Isams. Mr. Chairman, back in the Harding administration 
there was created the Federal Board of Hospitalization. The Board 
was made up of the surgeons general of the Army, Navy, Public 
Health Service, the Commissioner of Indian Affairs, and later the 
Director of the Bureau of Prisons, and the Veterans’ Administration 

General Hines, the Administrator, was the Chairman of the Board, 
but he did not vote. I was the voting representative of the Veterans’ 
Administration. The purpose of that Board was to avoid overlapping 
facilities and duplicating facilities. In other words, if the Army was 
going to build a hospital in a certain city and would make the necessary 
number of beds available for the veterans living in that community, 
then we would never build a veterans hospital in that city. We would 
build in another city, and would make beds available to the Army and 
Navy personnel in the community in which we built. That Board 
as originally constituted was advisory to the President of the United 
States. 

Mr. Puriurps. What happened to it? 

Mr. Isams. Mr. Roosevelt, I think in his last or next to last admin- 
istration, abolished that Board as originally constituted and imme- 
diately reestablished the Board, but advisory to the Director of the 
Bureau of the Budget. 

The same personnel remained as members of the Board. Then 
Mr. Truman came along and abolished the Federal Board of Hospi- 
talization. Since that time there has been utter chaos because there is 
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no coordinating body within the Federal Government except the 
Bureau of the Budget to determine hospital construction policies for 
all Government departments. 

[ have advocated ever since the Board was abolished—that it be 
reestablished. The Board did not cost a nickel to the Federal Govern- 
ment because the personnel were paid in their other jobs. It was one 
of the most constructive things we ever had and how in the world we 
have gotten along as well as we have since it was abolished, I do not 
now. That Board should be reestablished and should be advisory 
to the President and no one else. In that way you could coordinate 
construction of all Federal hospitals. 

Mr. Yares. Is there any agency that has a survey or has any 
knowledge of all of the beds in the military, the VA, and the Public 
Health hospitals throughout the country so that we know how many 
and where the beds are? 

\ir. Isams. None that I know of at this time, but the Federal 
Board did have that. 

Mr. Yarres. Then, we do not have an inventory of our beds, do we? 

Mr. Kercuum. I suppose each group would have one. 

Mr. Isams. You see, the Federal Board did that job. 

Mr. Yates. It would be a lot cheaper, would it not? 

Mr. Isams. It did not cost anything. 

Mr. Jonas. How would it do to let the colonel make up a short 
memorandum on this subject and submit it? 

Mr. Paris. I think it is an excellent idea. 

It has been recommended that the VA send out a_ yearly 
premium booklet on insurance with monthly notices which 
would be remailed through the VA. That was the Booz, Allen & 
Hamilton idea. My own experience with that booklet business, when 
you get a loan, is that I have to hunt for it and J end up being overdue. 

Mr. Isams. At least 60 percent of your insurance would lapse if 
you did that because there would be no reminder. The premium 
notice is a reminder. 

Mr. Yares. What about this idea of the AMVETS about removing 
exclusionary clauses about hospitalization from insurance policies 
which would prevent the VA from collecting benefits? 

Mr. Isams. Ed Odom, the Solicitor of the Veterars’ Administration, 
wrote a splendid opinion on that to General Gray. If you have not 
seen it I would suggest you call for a copy of it because Ed points out 
that no Federal agency can compel an insurance company to put 
any clause in its contract. 

I think their idea was to use pressure on the insurance commissioner 
of each State. 

Mr. Kercnuum. What about the governor? 

Me. Jonas. The governor cannot, but the insurance commissioner 
is in his administration. 

Mr. Puruups. I thought that probably that was something we 
had to take up with the insurance people first and then perhaps with 
the governors. I think it is something to think about. The real 
cateh in it is that the insurance companies contend legally that they 
are not obligated. If you are a veteran and go to a veteran hospital 
you have not put out anything. You have not paid out anything. 
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It was done for nothing for you. Therefore their policy is only 
reimbursement policy to a certain extent for what you paid out. 

Mr. Yares. Suppose he is not a pauper when he makes out on 
of those oaths; is he not subject to having the costs of medical car 
collected from him? 

Mr. Puruurrs. In that case I would think that the insurance com- 
pany, providing he had a policy, would be stuck with it. It would 
have to go to court, but that is not a very large percentage of th 
cases probably and now the insurance companies are writing in a pro- 
vision that does not cover care in a veterans hospital and that is wha 
this suggestion is, that we go to the States and get them to prohibit 
a clause like that. 

Mr. Kercnum. We are also trying to use an educational campaigi 
among the veterans to encourage them from purchasing health policies 
that have a clause like that in there. 

Mr. Yates. They are not. buying any then. They all have th 
clause, do they not? 

Mr. Kercuum. There are some that do not have them. I had on 
of our better service officers tell me the other day that in ma 
instances the insurance company paid the veterans and the VA did 
not collect from the veteran. The insurance companies pay thi 
veteran instead of the Veterans’ Administration. 

Mr. Isams. I think the Comptroller’s investigation here a short 
time ago disclosed the fact that they are not pressing that to th 
extent they should in making those collections. 

Mr. Kercuum. That is one place they could tigaten up because | 
believe they could get millions of dollars more if they were aggressive 


Mr. Puriures. Are there any more questions? If not, gentlemen, 
we thank vou very much. 


Tuurspay, May 28, 1953. 


VETERANS’ ADMINISTRATION APPROPRIATIONS 
WITNESS 


ANDREW E. RICE, EXECUTIVE DIRECTOR, AMERICAN VETERANS 
COMMITTEE 


Mr. Puiturs. We have with us today Mr. Andrew E. Rice, 
Executive Director of the American Veterans Committee. Do you 
have a statement? 

Mr. Rice. Mr. Chairman and members of the committee, my 
name is Andrew E. Rice. As the executive director of the American 
Veterans Committee, I wish to thank the committee for the oppor- 
tunity to present the views of the American Veterans Committee in 
connection with the consideration of the 1953-54 appropriations for 
the Veterans’ Administration. 

At the midcentury mark, the need for a careful review and 
appraisal of this Nation’s policies in the field of veterans’ affairs 1s 
manifest. The United States could tolerate a hodge-podge of veterans’ 
benefits, developed over a century and a half, when veterans repre- 
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sented a relatively small percentage of the populace. Such tolerance, 
of course, necessarily winked at gross differences in treatment of 
different groups of veterans and sharp injustices to some individuals 
ind groups of veterans and their dependents. 

Today veterans constitute a large fraction of the adult population. 
lhe world situation and current laws clearly foreshadow the day when 
the overwhelming majority of the men of the Nation and hundreds of 
thousands of women will be veterans. The national budget annually 
reminds the American people that existing Lenefits constitute one of 
the largest components of the cost of government. 

As citizens first and veterans second, we stand flatly opposed to 
bonuses and general pensions, the right to which rests solely upon 
service in the Armed Forces of the United States. We regard such 
bonuses and pensions as economically unsound political handouts for 
vhich the veteran himself would ultimately pay. 

We believe that it is the veteran’s basic need and right that he be 
properly restored to the economic and social status which he would nor- 
mally have achieved as a civilian had he not entered the service. 

To each man or woman physically disabled by such service, and to 
the immediate families of these men and women who suffered death in 
such service; our country should provide adequate medical, financial, 
and other assistance. 

With these principles before us, we firmly endorse the Hoover Com- 
mission’s recommendations on administration of the current national 
veterans’ affairs policy. We commend the Commission for its scrupu- 
lous adherence to its task, for its able combination of promoting better 
service to veterans and pointing out how this could be achieved more 
efficiently and economically. 

At the same time, we hold that adequate care of veterans disabled 
in military service and of the immediate families of those who suffered 
death in such service requires from Congress or the executive branch o 
the Federal Government: 

(a) Comprehensive, careful review of the adequacy and fairness of 
the existing compensation rates, and of the rating system employed 
by the VA; 

(6) Provision for adjusting compensation and pension rates periodi- 
cally in accordance with movement of the BLS Consumers’ Price 
Index; 

(c) Increases in th VA’s compensation schedule for disabled veterans 
with dependents; 

(d) That the Veterans Employment Service conduct a continuing 
active program to aid disabled veterans in securing gainful employ- 
ment; 

(e) Ironclad preference in Federal, State, and local governments for 
veterans who, by reason of their war service, are amputees, paraplegics, 
hemiplegics, blind, or otherwise disabled to a degree of 50 percent or 
more; 

(f) Provision for increaseing rather than reducing Government 
appropriations to the VA to carry out the extension of medical service 
to veterans. 

Mr. Puiturrs. Thank you very much. 
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Monpbay, May 18, 1953. 


VETERANS’ ADMINISTRATION APPROPRIATIONS FOR DentTaL CARE 
WITNESS 


FRANCIS J. GARVEY, SECRETARY, COUNCIL ON LEGISLATION, 
AMERICAN DENTAL ASSOCIATION 


Mr. Puitures. Mr. Francis J. Garvey, secretary on the council on 
legislation of the American Dental Association is here to address th« 
committee. You may proceed, Mr. Garvey. 

Mr. Garvey. Thank you, Mr. Chairman. 

My address is 2223 Superior Street, Chicago. 

Mr. Yates. In my district. 

Mr. Garvey. Yes. Mr. Yates has the association’s headquarters 
his district, and a mighty good Congressman he is. 

Mr. Chairman and gentlemen of the committee, I am here this 
afternoon to discuss with you the viewpoint of the American Dental 
Association with respect to the hometown dental care program of the 
Veterans’ Administration. I do not have any idea of the amount of 
money contained in the bills before you. 

Mr. Prixiips. For next year, approximately $15 million. 

Mr. Garvey. I will not address my remarks to the specific funds 
but to the subject itself. 

The American Dental Association is the national professional asso 
ciation of dentists. Its membership consists of more than 80 percent 
of all practicing dentists in the country. The number is some 90,000. 
It is consistently interested in the oral health of the people of this 
Nation and feels that it should express its views with respect to prob 
lems in that field whenever such expression will assist in their solu 
tion or will provide professional information upon which interested 
persons may formulate independent judgments. 

As dentists, the members of our association are concerned with 
the dental health of the veterans of this country. As taxpayers, 
they are not unmindful of the cost of programs to provide veterans 
with dental health care. With more than one-third of the member 
ship themselves veterans of the wars of the United States, the associa- 
tion can approach this subject not only professionally but also with a 
sympathetic understanding of veterans’ needs. 

As an appropriations committee you are naturally concerned with 
the costs of all Government programs. We are grateful as taxpayers 
that you are interested in costs. We believe that you can better ap- 
proach your problem of providing adequate funds for dental health 
programs if the dentists of this country make av ailable to you their 
viewpoint. 

The elements of cost in the Veterans’ Administration dental pro- 
gram stem from these factors: (@) Congress has by law provided a 
liberal program of benefits, including dental benefits, for veterans: 
(b) there are now living nearly 20 million veterans and this number 
is increasing annually; (¢) veterans are subject to dental disorders in 
about the same proportions as nonveterans; (@) 1 oral disorder alone, 
dental caries, that is, cavities, affects about 95 percent of the popula- 
tion; (e) the Veterans’ Administration administers the dental pro- 
gram from a paternalistic rather than a scientific basis; (f) dental 





benefits, like everything else, must be paid for at rates comparable to 
those charged nonveterans. 

Let me examine these elements in order. As we understand it, the 
substantive laws of this country provide dental benefits to those 
servicemen who incurred a dental disorder while in service or who 
suffered an aggravation of an existing dental disorder. Treatment, 
ncluding dental appliances, may be rendered on an inpatient or out- 
patient basis. Further, veterans admitted to hospital or domiciliary 
nstitutions on a non-service-connected basis may, if it is deemed 
necessary to their cure, receive dental treatment on an auxiliary or 
adjunct basis. Spanish War veterans are deemed to have all disabili- 
ties as service connected while veterans of other wars must present 
evidence to establish that the dental disorder occurred while in service 
xv must file an application for benefits during the so-called presump- 
tive period. 

With a veteran population of some 20 million and with a future 
prospect of additional veterans each year the prospective magnitude 
of the dental care problem for the Veterans’ Administration is awe 
nspiring. Now, if upon that prospect we superimpose the statistic 
that 95 percent of the population at some time suffers from caries, the 
most common of all dental diseases, and that this disease is most 
prevalent in the age groups which are commonly called to service under 
draft laws, we can see at once that a liberal program must of necessity 
be costly in terms of the money required for dental health care for 
veterans, since nearly every veteran will have been a victim of this 
lisease at some time during his service career. 

This cost is increased by the manner in which the law is admin- 
stered. As you know the Veterans’ Administration administers all 
laws liberally. In the case of the dental problem it has been decided, 
based upon a solicitor’s opinion, that a carious tooth becomes service 
connected as anentity. This means that the Veterans’ Administration 
will provide care for that tooth throughout the lifetime of the veteran, 
will replace it, if it is lost, and will replace other non-service-connected 
teeth if, in the judgment of the dentist, this is necessary in order to 
replace the service-connected tooth. 

The association disagrees with this concept. Sound professional 
opinion holds that a carious lesion is, in most instances, sui generis 
and that treatment of that lesion by the most vane wig ‘ed methods known 
to the dental profession today is all that can be done to correct. it. 
In other words, if the lesion is corrected by a properly applied filling 
or other restoration, it is, in most instances, cured. If a subsequent 
lesion occurs in the same tooth, it will generally occur from a second 
cause and, in most instances, will not be the result of the first lesion. 
This doctrine, of course, has exceptions in particular cases but we are 
speaking now of the general cause. A parallel example to illustrate 
the point would be a leg which was broken below the knee from a 
fall which occurred in service. (Granting a normal recovery that leg 
would be as good as new. If the individual, after leaving service, 
were to break the same leg above the knee from a totally different cause 
it could hardly be said to ‘be the result of the first break below the knee. 

Administering the program from the concept I have mentioned 
inakes it unnecessarily expensive. 

Another cause of cost in this program is, paradoxically, lack of 
funds out of which the Veterans’ Administration can provide dental 
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care to eligible veterans as soon as such care is needed. Unlike othe: 
ills which affect the human race dental diseases are accumulative 
One either dies or gets well from pneumonia. This is not true with 
dental disorders. The patient does not die nor does he get well. How 
ever, the cost of treatment will increase because the affected tooth will 
continue to degenerate until it is treated. At the present time the 
Veterans’ Administration has a backlog of some 400,000 cases awaiting 
treatment with an average waiting period of some 7 months. This 
backlog will be increased by an anticipated 800,000 new applications 
for treatment during fiscal year 1954. This waiting period, as much 
as anything else, has been the cause of the rise in average treatment 
cost from $70 to $101.57 since World War II. 

Another factor in the cost rise has been the aging of the veteran 
population which, of itself, will result in the need for more costly 
operations such as partial and full dentures and for oral surgical 
operations. 

The dentists of America are seriously concerned with this problem. 
Asa result its house of delegates has directed the appropriate councils 
of the association to make a study of the problem with a view to 
recommending to the peo oe committees of Congress a realistic 
dental program fair to both the veteran and the axoager It is 
hoped that these recommendations will be ready for presentation to 
the next session of this Congress. 

I have purposely left until last a discussion of the cost of dental 
care. Obviously the fees paid to the dentist for his service are a 
factor of cost and I believe that your committee will be interested in 
a brief, but frank, discussion of dental fees. First, I should like to 
point out that there are approximately 62,000 private dental practi- 
tioners in the country who are participating in the hometown dental 
care program. According to the Veterans’ Administration figures, 
more than one-half of the original dental examinations and more than 
84 percent of all dental treatment authorized by the Veterans’ Ad 
ministration are accomplished by private practitioners. 

Now the fees paid to these dentists are not determined by each indi- 
vidual. Rather, they are determined by negotiation between the 
central office of the Veterans’ Administration and the various State 
dental societies. "The schedules finally agreed upon for each operation 
have statewide application and represent the average fee charged by 
all dentists to private patients for similar operations. The fees are 
neither the highest nor the lowest prevalent in the State and they may 
vary from one State to another just as does the cost of any other 
service. The Veterans’ Administration is protected against over- 
charging by those whose ordinary fees may be lower than the stated 
schedule in that the dentist must certify in each instance that the fees 
charged are not higher than his customary fees to private patients. 
The dentist whose ordinary fees may be higher does not have a similar 
advantage over the Veterans’ Administration. 

The fee schedules which we are discussing were originally negoti- 
ated in 1946 and 1947 and represented the average fees prevalent at 
that time. Between December 1949 and June 1951 the Veterans’ Ad- 
ministration froze all fee schedules then in effect and refused, during 
that period, to negotiate for any upward revisions. Since that date 
14 States, plus the District of Columbia and Puerto Rico, have, by 
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renegotiation and the presentation of proof acceptable to the Veterans’ 
Administration, obtained an upward revision in some of the items 
ontained in the fee schedule. Consequently, you can see, that about 
two-thirds of the States are still operating on schedules which reflect 
fees normally charged during the period 1946—49, a period prior to 

. Korean war and the increase in the cost of living which has oc- 
al since that conflict. 

Now the income of dentists is not nearly so great as is popularly 
supposed. The average net income, before taxes, of all dentists in 
1949 was $7,037 according to figures prepared by the Department of 
Commerce. By 1951 it had risen only to $7,743 or approximately 10 
percent. During this same period the overall cost of living, as meas- 
ied by the Consumer’s Price Index, rose 13 percent and the per capita 
income of the Nation rose 19.5 percent. Dental fees during this 
period increased only 6.6 percent or one-half of the noted increase in 
overall cost of living. An indication of the stability of dental fees 
is found in the average cost of a dental examination, including X-rays, 
as paid by the Veterans’ Administration. At the end of World War 
[I this cost was $13. During this current fiscal year it has been $13.66. 

You have probably noted ralready that I said two apparently con- 
tradictory things: (4) That dental fees had remained relatively 
stable; and (b) that the income of the average dentist increased. This 
s explained by the fact that dentists are more and more increasing 
their efficiency to handle a greater volume of patients and to accom- 
plish more work in a shorter period of time. This has come about 
through the establishment of multiple-chair offices which decrease the 
time required to shift from patient A to patient B and through the 
nereased use of auxiliary personnel who can perform routine chores, 
or in the case of hygienists, minor operations, which formerly were 
performed by the dentist himself. In order that you may, if you wish, 
have some reference material on the facts of dental practice 1 will dis- 
tribute to you, not for the record but merely for your own reference 
libraries, three pamphlets which have been prepared by the Bureau 
of Economic Research and Statistics of the Association. ‘These are, 
Survey of the Dental Profession, 1950, Distribution of Dentists in 
the United States by State, Region, District, and county, and Facts 
About States for the Dentist Seeking a Location. 

In conclusion, and on behalf of the association, may I thank you for 
the time you have granted for this hearing. ‘The association, as you 
will notice, is not making any recommendation to you with respect 
to what action you should take, in a fiscal sense, with respect to this 
program. That is obviously a matter which lies within the sound 
discretion of your committee. We hope, however, that this presenta- 
tion will have brought to your attention some of the salient under lying 
facts inherent in the program and that you will realize that the treat- 
ment needed is a thorough legislative revaluation of the substantive 
laws which grant these benefits rather than emasculation of the pro- 
gram by failure to appropriate. 

I shail be glad to answer your questions. 

Mr. Putuies. We do thank you for the excellent statement. 

Mr. Yates. And the material with it. 

Mr. Puiiuirs. There has been more criticism by this subcommittee 
on the administration of the dental program that on any one other 
item in the veterans’ association. 
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The 4 major veterans’ organizations have, generally speaking, 
and I do not wish to quote them here , ithout going back to spec ific: ally 
checking each argument, but the 4 major veterans’ organizations 
have all engaged in study of this and all indicated their belief that 
some change should be made as you have stated it today. Now, several 
of them, at least, have specifically suggested a time limit when the 
veteran would have the right to one complete correction of his teeth 
upon being discharged from service and within a certain length of 
time. 

That, of course, would not include combat damage. If a man is shot 
in the jaw that is war damage or injury. | am ti king about the ord 
nary run of veterans whose 1 injur ies are not in the area of the teeth. 

What would your association think would be the proper limitatioy 
to put on that. Would you approve the idea that we try to put the 
teeth in good shape when they come out and then provide care withir 
a certain length of time, or would you just feel that we should retai 
somehow the service-connected tooth treatment. It has always amazed 
me, 

If you have a cavity in your tooth acquired during the war that 
tooth could be fixe d up in time. 

Mr. Garvey. At the minute we have the question under study to 
find out what would be realistic to the veterans and to the admuinis- 
tration of the program and to the taxpayer. Our committee is 
instructed to report to us in Cleveland. 

Our preliminary thinking is based on the fact that a carious lesio1 
is corrected by a proper restoration. If you put a filling in, then you 
have done all that modern dentistry can do. 

Whether a time limit should apply as a proper answer, in additio1 
to changing the concept upon which the program is administered or 
not, we do not know as yet. It is difficult for the armed services to 
give a complete dental rehabilitation before releasing men. We do 
not know whether it is the policy of the armed services to rehabilitate 
every mouth that comes in but we do not think that is the function of 
the Federal Government. We think it should be done by the individual. 

We hope to have a sound program. Three-tenths of the cost of 
dental care in the country is spent by the VA. They spend about 
$31 million. 

When we recommend a reduced program we recognize that cash 
income will be taken away from the dentists but we believe we have a 
professional obligation to the Government to make our professional 
conclusions known. Our programs are directed to research and pre- 
vention of oral diseases, we would rather have an individual care for 
his own teeth than have the Government pay for it. 

Mr. Yates. Off the record. 

(Diseussion off the record.) 

Mr. Yates. On the record. 

I think you have made a very fine statement, but you are lacking 
conclusions and recommendations. You have statistics and the facts 
there and you just leave it hanging in the air as far as reecommenda- 
tions are concerned. We assume this will be taken care of by the 
recommendations of your house of delegates to the convention and 
some action will come out of the convention. 
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Mr. Garvey. Our recommendation, Mr. Yates, is that the Appro- 
priation Committee provide the amount of money necessary to the 
VA to administer the program as set up by Congress. 

Mr. Yarrs. Even if you criticize it ¢ 

Mr. Garvey. We did not pass the law that is on the books at the 
present time. We hope next year to change it to what it should be. 
We do not believe that appropriation legislation is good legislation. 

Mr. Yares. I think we agree. It is very seldom the Appropriation 
Committee ever legislates. 

Mr. Garvey. We would recommend at this time that the full amount 
requested by the VA for the treatment program for this year be con- 
as that in your report you should make known the condition 
that exists and recommend that the legislative committees of Congress 
reexamine the basic program. Otherwise, you are going to run into 
a large group of veterans in the country who are told by substantive 
law that they are entitled to get treatment but are denied it because 
no funds are provided. 

Mr. Yares. Were you told that there were no funds available? 

Mr. Garvey. No sir. We have been given the amounts available. 
We know you have been very liberal. 

Mr. YAres. The reason for my question was that Mr. Phillips re- 
ceived a Communication from Wisconsin out of the Veterans’ Adminis- 
tration directed to veterans there to the effect that there were not sufhi- 
cient funds in the appropriation to take care of the dental bills. ‘Two 
days later I think there were $5 million available for the program. 
The VA had failed to notify the people about this amount. 

Mr. Garvey. What has happened in that program from year to year 
s What happens with every dental program throughout the Govern 

ent. Funds are made available en bloc and placed with the overall 
health authority. 

Mr. Yares. What do you mean by health authority ? 

Mr. Garvey. Well, in this case the funds for the health-care pro- 
gram go to the Department of Medicine and Surgery. It allocates 
these funds on the quarterly basis. Sometimes in past years the funds 
for dental care have not been made available when required. In past 
scal years it has frequently happened that there would be a backlog 
of examinations and authorizations for treatment and in the last week 
of the fiscal quarter a sum of money would be made available to the 
dental division. The central office of the VA dental staff throughout 
the States could not process these funds and make them available be- 
fore the authorization expired with the end of the quarter. 

It is not like contract authority where you build a ship and the 
ippropriation continues. 

( Discussion off the record. ) 

Mr. Yarres. You say we do not earmark the funds for dental care. 
lf we did earmark the funds for each particular program I assume the 
money would go over for each program and perhaps we have been in 
error in the past in assuming that the executive agency itself would 
handle the funds in a proper manner. I think the committee contem- 
plates earmarking the funds for hospital care this year. 

It is an administrative decision to allocate it in quarters. 

Mr. Jonas. And the Bureau of the Budget comes into the picture as 
well as the VA. Speaking for myself, I am glad you came in here 
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today so that we can use this material when the Veterans’ Adminis 
tration comes up before us for appropriations. 

Mr. Garvey. I think in your case, Mr. Jonas, the funds are made 
wvailable at the central office and then allocated to regional offices and 
then from there to the partic ular States. It ms LV be in the case you 
mentioned the funds might have been made avs ailable at W ashington, 
but not authorized all the way down to where the veteran appears fo. 
treatment. 

Mr. Jonas. These letters were sent out by Dr. Boone. 

Mr. Krurcer. In my State of North Dakota I had in mind a state- 
ment made that the backlog in dental treatment was approximately 
$180,000 and the VA had only allocated about 10 percent of that 
amount to take care of North Dakota. 

Mr. Garvey. In North Dakota you have 281 dentists or a population 
of 1 dentist for every 2,223 people. There are 2 factors which have 
st a ated this program in the last 2 years. One was the passage of the 
law that gave Spanish War veterans their service disability. There 
urea lot of full dentures in that age group. 

The second factor is the Korean war. Those veterans have been 
stimulated by the armed services to apply for this treatment from the 
VA and the rising number of applications is so great that it is 
astronomical with respect to that one group. What you have in addi- 
tion to that is 11 to 16 million of World War II veterans who may be 
eligible for service who have not as yet asked to have an adjudication 
made. 

Mr. Yates. Is what you are saying that the armed services are rec- 
ommending that care of their teeth be delayed for attention late: 
by the VA? 

Mr. Garvey. Almost, but not quite. 

During the time a man is in the service the armed services do not 
have time, for reasons other than the available supply of dental officers 
to take care of the needs of the men. But he may be stationed at a 
place, or his tactical position may be such, where he cannot get dental 
treatment. He comes to a separation center and he may have dental 
or medical treatment. He is offered an opportunity to have his health 
problem corrected or to be released and get it treated on the outside. 
For a period of time the separation centers were advising people not 
to have their teeth corrected by the armed services before separation 
but immediately after release to apply to the VA. That has bee: 
reflected in the VA for the past year. 

Last year, I think you appropriated about $26 million if I under- 
stood Congressman Phillips and the request is now for only $15 mil- 
lion and you are looking with a critical eye and a sharp pencil at it 
Yet there are more than 400,000 veterans now approved for treat- 
ment and there will be still more in the next 12 months. 

Every case that goes to treatment costs around $100. 

Mr. Krurcrr. When did the law become effective to take care of 
the Spanish-American War veterans? 

Mr. Garvey. September 19, 1950, Public Law 791 of the 81st Con- 
gress, approved September 19, 1950. 

Mr. Yates. That raises a question in my mind. How are dentists 
selected? Do they request the VA for an authorization? Do the 
veterans request an authorization to go to the dentist for treatment? 
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Mr. Garvey. They first apply to the C laims Department on an 

dinary claim form. There is an adjudication to determine if the 
ondition is service-connected. They might find one or more teeth 
service-connected. The veteran then goes to the VA clinic and files 
in application for treatment. If the clinic cannot handle him he 
goes to one of a list of dentists they have. The examination is then 
made in accordance with VA regulations and on the basis only of 
the serv ic e-connected teeth. If I have a bad centr: al incisor but right 
next to it a bad tooth, or a bad tooth on either side, then the VA is only 
concerned with the central incisor. But sometimes to make a good 
job all three should come out to apply proper treatment. 

Mr. Yates. Here, referring to your statement: 

This means that the Veterans’ Administration will provide care for that tooth 
throughout the lifetime of the veteran, will replace it, if it is lost, and will re 
place other non-service-connected teeth if, in the judgment of the dentist, this is 
necessary in order to replace the service-connected tooth. 

Mr. Garvey. Yes. If the middle tooth is service-connected and the 

\djoining 2 teeth are missing it is impossible to replace it except by 
making a 3-tooth bridge. Consequently, the dentist must make such 

bridge and the VA will pay in such a case. That is how you can 
go from a single cavity to a full denture. 

Mr. Jonas. Thank you very much for your testimony. 


Wepnespay. Marcu 18, 1953 
Forr Funston, Cauir.. VETERANS’ NEUROPSYCHIATRIC Hosprrar 
WITNESS 


HON. WILLIAM S. MAILLIARD, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF CALIFORNIA 


Mr. Puriurs. We have with us this afternoon as the first witness 
one of the newer Members of Congress, Mr. William S. Mailliard, of 
San Francisco. 

I would like to say for my colleague that he not only brought with 

background of experience, but his interest and influence here 
are already apparent to the other Members of Congress. 

You want to talk to us about a ne uropsychiatric hospital 
Francisco. You call it Fort Funston ? 

~M ILLIARD. That is right. 
. Putiuips. Where is Fort Funston; in San Francisco ? 

.. M \ILLIARD. It is in the city on the ocean front. 

. Pours. We will be glad to hear what you have to say. Do 
you have a prepared statement, or do you want to make a verbal state- 
ment ¢ 

Mr. Mari1arp. I would like to make a verbal statement if I may. 
I just have a few comments. 

I realize the members of the committee are much more familiar with 
this situation in its broader sense than I am. 

Mr. Puiurres. I think I should also have said that you are a mem- 
ber of the Committee on Veterans’ Affairs, which m: akes this a matter 
of double interest to you. 


man 
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Mr. Matiuiarp. That is right. Iam interested both as a member of 
the Veterans’ Committee and also because this is physically located 
within my own district. I believe my colleague, Mr. Shelley, the other 
Congressman from San Francisco, has sent you a letter on the subject. 

Mr. Yates. Is Fort Funston in San Francisco? 

Mr. Maiuurarp. Yes. 

Mr. Yares. I received a letter from Congressman Shelley on this 
point. 

Mr. Marrxsarp. Actually it is located in the Fourth Congressional 
District, which I represent; but San Francisco is not so very big. 

[ just want to make a few remarks, and I can document any of this 
for you if you are interested in having it. 

As you know, the overall situation in California is acute as far 
as this is concerned. There has been a large migration to our State, 
as is well known, but I think what is not so well known is the fact 
that in this migration there is an undue proportion of veterans and, 
among the veterans, there is an undue proportion who are drawing 
disability payments and pensions. So the thing is compounded by 
the fact that we are not only growing at an alarming rate in our city, 
but we have a double increase as to the percentage of disabled veterans 
that are involved. 

The VA records will show that California has a higher percentage 
of veterans drawing compensation or pension than any other State. 
For various reasons since 1949 there has been a reduction of 2,000 
beds in veterans’ hospitals in the State of California. The situation 
is particularly desperate in regard to NP beds. There are right now, 
as of March 1, 5,034 veterans under commitment to mental hospitals 
in the State of California, and those mental hospitals are 12 percent 
overcrowded ; that is, they now have in them 12 percent more people 
than they were designed for. So this overall problem is very acute, 

and this veterans part of it is awfully joey int to us. 

The only NP facility in northern California is Palo Alto, and it 
has a waiting list as of March 1 of 672 who are eligible in every way 
but cannot get in. TI am advised this represents only part of the 
potential, because of the fact that a waiting list of that size discourages 
both the doctors and prospective patients from even trying to get on 
the waiting list because of the fact they know they cannot get in. 

This Fort Funston Hospital was authorized in 1946 at a time when 
the situation was already critical. Now it is really intolerable, tre- 
mendously aggravated by the fact that San Francisco is the principal 
port of embarkation in connection with Korea. Families come to 

California to be with their men. When they go overseas, the most 
a the men are overseas for a year or a year and a half, and a great 
many 7 those families stay there, onl when the man comes back we 
have a California veteran. Although they may have come from 
other States, they do not leave; they make their homes in California. 

Mr. Kruscer. You should not make them so comfortable. You 
ought to send some of them up to North Dakota. 

Mr. Mariitarp. I am not advertising California as a place to live, 
but those figures will show that a tremendous number stay there. 

In cases of mental illness in particular, immediate hospitalization 
is frequently called for, but there are already these seven-hundred-odd 
eligibles on the waiting list. So truly this is a cruel situation and, 


931 


h Inany cases, 1s cl angerous to the veteran himself, to members of his 
family, and to the general public as a result of these people not being 
taken care of. 

I realize from our hearings of the Veterans’ Affairs Committee that 
there is a great deal of criticism of the hospitals, particularly in non 
service-connected disability cases, generally speaking. We are hear 
ng a great deal about it right now. But I have not heard such 
criticism as regards NP cases. It may be it exists, but, in all of the 
testimony before our committee, that is not where the criticism lies, 
nthe NP eases. Even the AMA believes that veterans with NP dis- 
ibilities should be taken care of by the Veterans’ Administration. 

There are a lot of reasons for that. The presumption of service 
connection is pretty great, and the public risk is great if treatment 

not afforded. And the State and local facilities, in spite of the 
tremendous expansion in the program, and the greatest expansion in 
that type of facilities that has ever been seen in this country, just 
cannot cope with both veteran and nonveteran cases. And it appeared 
to me as a matter of absolute need that the Federal Government, if 
it does not take up the burden of the veteran, is going to have to meet 
the problem in some other way. I mean the local facilities are just 
not adequate, and I just do not see how they can be made adequate. 

So I come before you respectfully to urge that the committee sup- 
port the appropriation to construct this Fort Funston Hospital for 
which the site is already in existence and has actually been prepared. 
The site was prepared for the building under the original authority 
and now has a fence around it, and the site is waiting for the money 
to build the hospital. 

Mr. Chairman, that is the general statement I wanted to make. I 
will do m\ best to answer any questions there may be. I do have 
detailed figures on a great deal of this, but I think that states the 
overall picture pretty well. 

Mr. Priu.irs. We thank you very much, Mr. Mailliard. 

Mr. Matiiiarp. Thank you. 


Tuourspay, May 14, 1953. 


Forr Funston, Cauin., VETERANS’ NEUROPSYCHIATRIC HosprTan 


WITNESS 


HON. JOHN F. SHELLEY, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF CALIFORNIA 


Mr. Corron. The committee will please be in order. The chairman, 
Mr. Phillips, is detained for a time on important business and will 
probably join us in a half or three-quarters of an hour. So with the 
permission of the committee, we will proceed. 

We have with us, first, three of our colleagues in Congress who have 
matters they wish to discuss with the committee. The first is Hon. 
John F. Shelley, who, I understand, wants to talk to us about the 
Veterans’ Administration hospital at San Francisco. 

Mr. Shelley, we are happy to have you with us, and the committee 
will be glad to hear what you have to say. 
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Mr. Sueiiey. Thank you, Mr. Chairman. 

Mr. Chairman and members of the committee, from Octobe; 
1946 to the present is 6 years and 7 months. For that period of 
time San Francisco and northern California have been waiting for 
construction of a neuropsychiatric hospital in the city. That 
i the length of time since Congress authorized the hospital. The 

eed existed long before that and it has been constantly growing. 
Sine e February of 1949, when the site was forma'ly transferred from 
the Army to the Veterans’ Administration, the hope of meeting the 
need has been centered on the Fort Funston location in San Francisco, 
Unless you gentlemen recommend and Congress appropriates the 
money needed to build the hospital now, it looks as though the present 
sandpit, uncovered by preliminary grading operations, will be there 
for a long time to come. Perhaps instead of a new hospital the cit) 
should look forward to offering the site as a location for making 
desert movies. But even a 3D movie couldn’t make it appear to be 
anything but the monument to neglect and procrastination that it 
now 18s. 

The neglect of proper care for mentally ill veterans which the Fort 
Funston fiasco illustrates is inexcusable. I want to make clear that 
the primary responsibility for the situation lies with the Veterans’ 
Administration, although Congress played its part last year in re- 
fusing to include funds for the Fort Funston hospital in the 1953 
appropriation for the VA. The money needed to get construction of 
the hospital under way was available to the Veterans’ Administration 
for years, until Congress failed to make the direct appropriation last 
year. The Veterans’ Administration had all the authoriy they re- 
quired to go ahead with the job. However, they delayed so long in 
completing designs and awarding necessary contracts that we were 
caught short by last year’s congressional action. I want it definitely 
understood, Mr. Chairman, that the criticism is one at the delay of the 
Veterans’ Administration in going ahead with that which they were 
authorized to do and for which they had funds until last year’s ac- 
tion; and now the Veterans’ Administration has tried to put the en- 
tire responsibility on last year’s action by Congress. 

Mr. Corron. The committee appreciates your ‘fairness, Mr. Shelley, 
and it is almost a new experience for us. I think we find it a very 
refreshing one. 

Mr. Suetiey. Thank you. California’s situation with regard to 
available hospital beds for veterans is particularly bad because of a 
number of factors, the primary one being the tremendous influx of 
people into the State during the past several years. This immigra 
tion includes a high proportion of veterans and the VA census of 
veteran population per State, on which hospital bed space allowed 
is based, has not kept up with the actual population increase. As of 
Se »ptember 1952 the VA figures show 1.476,000 veterans in California. 
Veterans’ organizations report that 1,750,000 is a more accurate fig- 
ure. In addition California hospitals are required to provide space 
for many out-of-State veterans. This condition is general, applying 
io all types of hospitalization. I want to address myself now, how- 
ever, to provisions for mental patients particularly, since I am con- 
cerned that construction of the neuropsychiatric hospital in San 
Francisco proceed without delay. 
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I am reliably informed that California’s badly overcrowded State 
mental institutions are now taking care of about 3,000 veteran mental 
patients who should legally be under Veterans’ Administration care in 
their hospitals. One of the two presently operated VA neuropsychi- 
atric hospitals in California— the one at Palo Alto in northern Cali- 
fornia—as of March of this year had a waiting list of 637 cases proven 
medically and legally eligible for admission and requiring attention. 
The Palo Alto hospits al is now able to take only emergency service- 
connected cases on an immediate admission basis and other types of 
cases are forced to wait for months, posing a burden on their families 
or on State institutions not equipped to handle them. It is this situa- 
tion that the Fort Funston hospital was planned to meet years ago, 
and it is a situation growing increasingly worse as the impact of the 
Korea emergency grows heavier and “the immigration of veterans 
into California continues. Fort Funston’s 1,000 beds would do no 
more than absorb the six-hundred-odd patients waiting admission 
to Palo Alto and take a small portion of the veteran patients now 
housed in State institutions without adequate treatment, or left 
untreated at home. 

May I also say at this point, Mr. Chairman, I have been trying to 
get figures but have been unable to get them completely compiled on 
the number of new psychiatric cases that are being held in service 
hospitals such as Oak Knoll Nav: al Hospital, Letterman General Hos- 
pital in San Francisco, and some of the other service hospitals where 
they are holding these cases up and actually delaying discharge of the 
men because they are in such condition they need immediate care. 
The services know that there are no beds available and no space avail- 
able in the veterans’ hospitals, and so they are trying to take care of 
them by delaying discharge. At least I have been so advised by the 
services. 

When we talk about cases and beds available in terms of statistics 
the picture is clear enough. This hospital is badly needed. But that 
doesn’t get to the heart of the matter and to get to that we have to talk 
about cases in terms of the people involved. We have to talk about 
lack of available beds and equipment for treatment in terms of the 
heartache that lack brings to the families of the mentally ill veterans. 
We have to talk about it in terms of the veteran as a man who needs 
help and can’t get it, as a man who might be cured and restored to a 
useful life if the Veterans’ Administration and we in Congress do 
the job where this need is set forth. 

I have had heartbreaking letters and interviews with wives of some 
of these people trying to get their husbands into the hospital at Palo 
Alto. The reply I get when I contact the hospital is a stock answer, 
“At present we have service-connected veterans on our waiting list. 
We regret very much that we cannot authorize his admission to the 
hospital at this time, however, we shall be pleased to inform you if a 
bed becomes available in the future.” 

Mr. Anprews. Will you yield right there for one observation ? 

Mr. Suetey. I'll be glad to. 

Mr. Anprews. The Administrator of the Veterans’ Administra- 
tion told this committee on February 3 of this year that there were 
only 70 service-connected cases awaiting hospitalization and that there 
was a bed available for each of those cases. And it is in the record. 
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Mr. Suetitey. That does not seem to jibe with the informatio) 
given me by the rehabilitation offices of the veterans’ organizations 

Mr. Anprews. I understood you to make that statement, but | 
wanted to tell you what the Administrator told this committee. 

Mr. Suetitey. Thank you, sir. 

Mr. Chairman, those beds never become available, and they won't 
in the future unless this committee and Congress see to it that they 
do by approving the $23,300,000 budgeted for building the Fort 
Funston Hospital in San Francisco. 

Mr. Chairman, the peop le in northern California familiar wit 
this situation were shocked last year when the new hospital in Sa 
Francisco was cut from the program. My mail was heavy with pro 
tests from veterans’ organizations’ service officers who really know 
the picture from the personal viewpoint, and from individuals who 
were touched directly by our action because it meant that their sor 
or their brother or their husband would be denied a chance at rehabili- 
tation or a chance for decent care. The Fort Funston site is a beau 
tiful location along the Pacific Ocean—an ideal place for a soulsick 
man to let nature and the doctors work the curative miracles possible 
in mental cases. But the people with a mentally ill veteran in their 
family who drive past it now and look behind the fence which has 
been built to prevent the sand from blowing over the surrounding 
area must feel bitter indeed at seeing no signs of building the facilities 
they have been hoping to see rise there. 

I wish that there was something I could do or something I could 
say to bring the full impact of this situation directly to each member 
of this committee. But it just isn’t possible to paint that kind of a 
peueere with words. Unless you see and talk to the people involved 
and get some insight into the despair with which they live and the 
hopes they hold that something will be done somehow to bring about 
a cure you simply can’t realize how much hangs on the decision you 
gentlemen will make. I believe wholeheartedly that no economy 
considerations should be allowed to stand in the way of bringing 
hope to these families and decent care and treatment to the hundreds 
of veterans who are justly entitled to it. Unless we go ahead with 
the construction of the neuropsychiatric hospital on the Fort Funston 
site we are abandoning them to a continued dreary existence and are 
forfeiting our own right to claim that we have fulfilled our duty 
and have done the best we know how to help them. 

I know that the committee has had the facts in this situation ably 
presented to them by veterans’ organization representatives and by 
the Veterans’ Administration from time to time. In February of 
this year I wrote to each of you a letter presenting the case for the 
hospital as I see it. The situation has not changed. The need is as 
oreat or greater. By the time contracts can be let and the buildings 
put up there is no question but that the 1,000 beds provided can be 
filled with deserving patients and still there will be a waiting list. 

That would be the situation if the doors were opened today. Ifa 
truce is signed in Korea and more of the boys held as prisoners of 
war are returned a place will have to be found for many of them. 
Each year we are leslie from the Armed Forces hundreds of thu 
sands of men eligible for treatment in veterans hospitals in case of 
need. Northern California has the responsibility for assuming a 
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eavy portion of that load. We have not been able to care properly 
for those who need mental treatment for the past several years. Soon 
we won’t be able to handle the job at all in that area unless provision 
s made now by starting construction of the Fort Funston hospital. 
I urge with all the sincerity that is in me that we get back on the 
track of doing just that by approving the request for an appropriation 
for the purpose. 

Mr. Corron. Mr. Shelley, I am sure that the committee is deeply 
appreciative of these matters you have laid before us, and we also 
~P Ener the solicitude that you have for the needs of these people 

| your district that you represent so well. 

Mr. Surtiry. This Fort Funston site up until the reapportion- 
ment took effect in 1951 was in my district and it is now in Congress- 
man Mailliard’s district, who I am sure wishes to make a statement 
to the committee. 

Mr. Corron. Yes, Congressman Mailliard has already appeared on 
this subject and both your statement and his will be printed together 
in the record. 

Mr. Yares. I think Congressman Shelley should be commended for 
a very fine statement. 

Mr. Suetiey. Thank you. 

Mr. Corron. We have with us now two of our colleagues who will 
talk to the committee about the Veterans’ Administration hospital at 
Fort Hamilton, N. Y. We have the Honorable Francis E. Dorn and 
Hon. John H. Ray. We welcome both of these colleagues to the com- 
mittee and will be glad to hear from Mr. Dorn. 


Tuurspay, May 14, 1953 
VETERANS’ ADMINISTRATION Rearonau Orrice, SAN Dreao, CaAuir. 


WITNESS 


HON. ROBERT C. (BOB) WILSON, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF CALIFORNIA 


Mr. Puiuures. Mr. Wilson. 

Mr. Wirson. My name is Bob Wilson from the 30th District of 
California, which is the city of San Diego and most of the county of 
San Diego. That is in the “deep south” in California. 

I would like to discuss two particular problems that are germane 
to your subcommittee. I understand that you are considering the 
elimination of some regional offices of the Veterans’ Administration 
and that you have considered the possibility of eliminating San Diego, 
as one of those offices that is expendable. 

Mr. Putuures. I will tell you what the situation is on that, briefly. 
The budget recommended a cut in code 1000, which would require 
elimination of some duplication in that area where they have all 
these regional oftices and hospitals and all staffed the same, that there 
should be some combination. And that has been recommended, I 

think, by every one of the veterans’ organizations. That is the situa- 
tion. We have not yet marked up a bill. We have not yet discussed 
that with them. 

Mr. Witson. You mean the veterans’ organizations have recom- 
mended the actual closing down of the entire regional offices or just 
some of the functions of the regional offices ¢ 
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Mr. Puiwies. I remember they gave as an example Baltimore, with 
a regional office and 2 hospitals, and the top executives duplicated in 
all 3 of them. 

Mr. Wuson. I do not think that we would qualify under that clas 
sification. 

Mr. Purures. There is no recommendation yet that any specifi 
regional office be closed down. Are you under the impression that 
San Diego is being closed down? 

Mr. Wrison. No. I was under the impression that San Diego was 
threatened with the possibility of being closed down. I would like 
to just point out a little about the background and the needs of that 
office for the area, because I think it is unique. 

Mr. Purwurs. I am not going to interrupt you again except for 
this question: If it were closed down, would it be closed down com 
pletely and no service given in San Diego? Or would it be closed 
down only as a regional office and perhaps some of the executives 
moved elsewhere ? 

Mr. Wirson. Probably Los Angeles. 

Mr. Puixures. But the service office is still left in San Diego? 

Mr. Wirson. It might be. But I doubt if there is within our given 
area any duplication of executive responsibility, because we feel our- 
selves quite remote from Los Angeles, 125 miles away. And our 
Veterans’ Administration regional office covers San Diego and Im- 
perial County, with an estimated population of around 800,000 people. 
The veteran population estimated by the Veterans’ Administration in 
our area is 86,000, and yet according to all the estimates we can get 
together we have approximately 150,000 veterans in the two counties. 

This is based on these figures: The veterans tax exemption figures 
for our county are 88,000, and for Imperial County there are approxi- 
mately 12,000. That is 100,000 veterans that are actually filing for 
tax exemption, and considering the ones that do not own property, 
I could reasonably say we could estimate 150,000 veterans for the 
area served by this regional office. 

Mr. Puriuies. As well asthe ones who own more than the limit ? 

Mr. Wirson. Yes. 

Mr. Jonas. What do you mean by a tax exemption ? 

Mr. Wiuson. California has a $1,000 personal property tax exemp- 
tion for veterans. 

I looked into the location of regional offices to see how they were 
set up nationally, and I find they are pretty much determined on the 
basis of geography and population, For instance, New York has 5 
regional offices, Texas has 5. New York with their population needs 
5, and Texas ¢ ertainly, with its size, needs 5. California has three and 
California is the second largest State in population and the second 
largest State in size. With its population spread up and down the 
coast it would be very inconvenient to expect veterans to get any of 
their services in the Los Angeles area from my area. Pennsylvania 
also has three. 

You may be interested in the figures I got together‘on how the San 
Diego regional office compared with the regional offices of entire 
States. For instance, in the medical program we had in February 
1,616 outpatients. That was more than 19 individual States took care 
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of. In other words, in our one Veterans’ Administration regional office 
more were served than in 19 individual States. 

As far as the loan guaranties are concerned, we have a total to date 
of $141 million in loans guaranteed, and that is more than 21 States, 
including many of the States we usually consider the larger States— 
Kansas, Lowa, Oregon, and States like that. 

As far as contacts per month, we have more than 19 different States. 

So I believe on just the figures alone that you should not even con- 
sider closing the Veterans’ Administration regional office at San Diego. 

We do not have a veterans’ hospital in San Diego, and that is the 
main reason I am appearing here today; because with that veteran 
population, you can imagine the pressure that we are put to for service 
for veterans. 

There has been a bill before the House previously for the construc- 
tion of a 200-bed hospital in San Diego. The land is actually owned 
by the Veterans’ Administration now to build that hospital. 

I would like to surprise you by saying that we do not want you to 
build a veterans’ hospital in San Diego at this time. We hav. a Naval 
hospital there that is one of the finest hospitals in the country. It has 
at present about 800 vacant beds per day, and it is building another 
thousand beds. It is entirely adequate, with its total staff, to care for 
any veteran population needs in San Diego. 

The Veterans’ Administration now has 100 contract beds at the Naval 
hospital. Rather than building a 200-bed hospital I think it would be 
sensible to give us an additional 100 beds at the Naval hospital so that 
we have a total of 200 contract beds to take care of the load that the 
Government is now paying for anyway. 

Here is what happens in practice: We have 100 contract beds at the 
Naval hospital. They are filled to capacity. We have an overflow 
that amounts to anywhere from 80 to over 100 additional patients cared 
for inthe Los Angeles area. We not only care for them, but we provide 
their transportation to and from the hospital, and it just is not sound 
economy to be taking care of the present veterans’ problem that way. 
[ have gone to the Navy Department and talked to Admiral Pugh. I 
went to the Veterans’ Administration and talked to Admiral Boone. 
They both have agreed the sensible thing to do would be to care for our 
increased load with an additional 100 contract beds. We have the 
complete agreement of all four veterans’ organizations in California, 
which is again unusual. They have agreed to forego any requests for 
construction of a 200-bed hospital in San Diego if they can get an 
additional 100 beds at the Naval hospital. 

The only disagreement that I have run into is with the Bureau of the 
Budget. I have talked with them about the possibility of requesting 
the Veterans’ Administration to give us an additional 100 beds, and I 
could not get agreement from them. I would like to appeal to your 
subeommittee to request the Veterans’ Administration to some way, 
administratively, allow us an additional 100 contract beds in San 
Diego. 

Mr. Puiiures. Thank you very much. I think that is a very logical 
solution to get 200 beds in San Diego and not build a hospital until we 
see what the war situation is going to be. Otherwise, we will be stuck 
with Army, Navy, Air Force, Public Health, and civilian hospitals and 
have another War Assets Administration to get rid of them. 
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Mr. Witson. And the matter of cost per patient,too. For example, 
the Naval hospital will care for Veterans’ Administration patients at 
around $15 per day. 

Mr. Pures. $14.75. 

Mr. Witson. And according to Admiral Boone a Veterans’ Adminis- 
tration hospital about the size of the one that is contemplated for San 
Diego would cost over $20 per day to operate per patient. Just the 
difference between contract beds and operating a Veterans’ Adminis 
tration hospital amounts to a considerable sum. It is just good sound 
logic, I think, to use contract beds when they are available. 

Mr. Puiiirs. We thank you very much. 

Mr. Winson. Thank you, sir. 


Wepnespay, May 27, 1953. 


VererANns’ ADMINISTRATION Hosprrau at Muskocer, OKA. 


WITNESS 


HON. ED EDMONDSON, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF OKLAHOMA 


Mr. Puitiies. The committee will come to order. I see a full com- 
mittee present. 

We have with us today our colleague, Congressman Ed Edmond- 
son, of the Second Oklahoma District. At his request he would like 
to make some statements regarding the Veterans’ Administration 


budget. 

Mr. Epmonpson. I expect that I am only prepared at this time to 
speak specifically on the subject, but there probably will be general 
conclusions to be drawn therefrom. 

I represent a district that has located near its center a veterans’ 
hospital and a regional Veterans’ Administration office at Muskogee. 
The hospital there, as well as the regional office, serves 30 counties 
in eastern Oklahoma. It is of vital concern to all of us in eastern 
Oklahoma to see that that hospital is maintained at as near capacity as 
it is physically possible to do so, and to see that the veterans of our 
area are given the medical benefits and hospital care that the law 
guarantees to them. 

Mr. Pururrs. May I ask you a question? You can take it off the 
record, if you wish, later on. 

Are you appearing because of some concern on your part that the 
budget suggestions for next year would reduce the number of beds 
in that hospital or for some other reason ? 

Mr. Epmonpson. I am appearing because of concern that budget 
allowances to the Veterans’ Administration will not permit the re- 
opening of the two wards which are presently closed in that hospital, 
one of them closed in 1949 and the other one closed in October of 1952, 
both as a result of reductions in funds allocated to that hospital. 

Mr. Pures. Well, we do not want to argue with you over the 
question of reductions in funds, although the Veterans’ Administra- 
tion for 1952 received more money for those beds than in .1951, and 
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again received more money for 1953 than 1952, and is proposed to 
receive a great deal more for 1954 than 1953. So that the record 
will show you, if you care to wade through the record we have been 
making in the last 3 days, there were other reasons besides anything 
done in Congress. But I do not think that makes us any profit by 
arguing that point. 

I did want to relieve you by saying that the medical director had 
testified specifically that the budget for next year specifically did not 
contemplate the closing of any beds, and that if he was given the 
amount of money that he requested for next year, all possible beds 
would be activated that he could staff, that he could use, and he would 
have patients for. 

There have been some accounts given out which, of course, are with- 
out foundation to us, and which the Veterans’ Administration has 
testified were completely without any foundation to them; in fact, 
that they resented that sort of a statement being given out as it dam- 
aged the » Veterans’ Administration. 

Will you give me the name of your hospital? 

Mr. Epmonpson. Muskogee. 

Mr, Pumurs. What kind of a hospital is it? 

Mr. Epmonpson. General whee and surgery. 

Mr. Putuuiies. It is open now ¢ 

Mr. Epmonpson. Yes, sir; it has been open since 1922. 

Mr. Puiuirs. You have 380 beds constructed. 

Mr. Epmonpson. Right. 

Mr. Puiurrs. Your average number of operating beds is 338, which 
is 83 percent utilization. Your average daily patient load is 300. 
Your average employment is 427, which, I point out to you, is higher 
than the normal ratio of —— 

Mr. Epmonpson. What was our average personnel to patients? 

Mr. Puuturrs. 427. 

Mr. Epmonpson. 427 to 300. 

Mr. Puiiipes. That is quite high. The average ought to be 1.02. 
That is what is contemplated for 1954. 

Mr. Epmonpson. They have a ceiling right now of 415 on the num- 
ber of personnel at that hospital, and have had since last October. 

Mr. Pumuirs. Then for next year, on the basis of their own testi- 
mony, they propose to put on 12 more employees than they have now. 

Mr. EnMonpson. Twelve more employees ? 

Mr. Puiturs. Than they have now. Of course, the budget has not 
passed the Congress yet, but that is what they propose to ‘do. They 
have 300 patients, which is a little less than the normal occupancy. 
Normal occupancy is a little better than 90 percent. 

Mr. Epmonpson. According to my information, they will need 
additional personnel of 16 to open the shutdown 40-bed ward and 
additional personnel of 15 to reopen the 24-bed ward that is closed. 

Mr. Puiiires. Apparently the Medical Director of the Veterans’ 
Administration does not think so, and they are very liberal. I can 
assure you of that. 

Now, remember, this includes a great many other people. There 
is only 114 percent doctors to other employees. This includes every- 
body that takes care of any part of the hospital. It includes the man 
who fires the furnace. 
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Mr. Epmonpson. 415 is the total personnel now authorized for the 
hospital. 

Mr. Pures. That is right. 

Mr. Epmonpson. Could I point out something? 

Mr. Pures. Surely. 

Mr. Epmonpson. You are talking about liberal personnel allow- 
ance. That compares with 484 personnel allowed in 1947, and yet 
since 1947 the number of veterans in that area has increased by the 
thousands. 

Mr. Pures. How many beds did you have when you had the 484? 

Mr. Jonas. The need for personnel would not be based upon the 
number of veterans in the area but the number of beds, would it not? 

Mr. Epmonpson. I think it would be based on the number of beds, 
but your number of beds should depend upon the number of veterans 
in the area, I would think, needing medical service. 

Mr. Jonas. There is a maximum of beds in every hospital. You 
cannot go beyond that. 

Mr. Epmonpson. We have a hospital here, sir, that was built to 
accommodate an area with 30,000 veterans in it back in 1922. Since 
that time we have another 105,000 World War II veterans, we have 
8,000 additional Korean war veterans not included among the World 
War II veterans. In other words, we have 113,000 more veterans 
than we had when this hospital was put up, and with those additional 
veterans go additional needs for hospital care. And yet the hospital 
is greatly reduced. I do not see how in the world they expect that 
hospital to handle the needs of the area as far as veterans are con- 
cerned. 

Mr. Puiuirs. Our observation has been, and may we say one other 
thing to you, that everybody that has even a remote entitlement is 
being taken care of. There is no question in your mind, I hope, that 
every service-connected man is being taken care of. 

Mr. Epmonpson. Yes, sir; there is a question on that. I would 
like to point out to-you the report made to General Kearney by the 
director of that hospital on that point. I think you are all familiar 
with the questionnaire that General Kearney, chairman of the Sub- 
committee on Hospitals for the Veterans’ Affairs Committee, sent 
out all over the country. 

Mr. Putiures. Yes; we have a copy. 

Mr. Epmonpson. The answer to that questionnaire by Dr. D. H. 
Miller, manager of the hospital at Muskogee—— 

Mr. Pxaruires. What page? 

Mr. Epmonpson. Beginning at page 307. Incidentally, may I say 
parenthetically there, I have known Dr. Miller for 5 or 6 years. I 
believe he is as conscientious and as hard working and as able a hos 
pital administrator as there is in the veterans’ service. I think he is 
«i man who has taken the problem of medical care for the veteran to 
heart and has done his very best to do a good job. I think he has 
had full cooperation in that from Mr. P. T. Lundquest, who is the 
manager of the regional office there in Muskogee. 

Here is what he says about this situation. In the first place, when 
they asked about the waiting list they have there in their hospital— 
“There are 11 service-connected veterans who are on our waiting list 
now.” That is at the time of the answer to this thing on April 3, 1953. 

Mr. Puuuirs. I have to ask you a question—— 
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Mr. Epmonpson. Seventy-seven non-service-connected. That is on 
those who have been scheduled for admission at some future date, but 
they are on the waiting list at this time waiting for beds. In addition 
to that, the number of veterans on the waiting list not yet scheduled 
for admission is 50 non-service-connected G. M. and S. and 4 non- 
service-connected TB patients. That, to me, makes a very clear case. 
That is at the bottom of page 307. A clear case of not taking care 
even of our service-connected veterans when they come in and request 
medical service. 

Mr. Puiures. As of May 1 there were 3 service-connected veterans 
in the United States and all of them have been taken care of since 
then. 

Mr. Epmonpson. I do not know how to reconcile that with this 
statement of April 3 of 11 service-connected waiting admission at 
one hospital. 

Mr. Pures. Probably in this way. Well, even there it would not 
check. There are not enough hospitals for NP patients. 

Mr. EpmMonpson. I am sure of that. 

Mr. Puiuirs. We know that. Not enough TB’s. And that is being 
corrected. In another year I think we will pretty well clear it up 
except for the very far West, which will not be cleared up by then. 

I think if you will write the doctor and ask him to break down his 
service-connected list as of now—we will find out for you what the 
answer is. We will find out tomorrow morning. But I think you will 
find there are no service-connected patients awaiting admission to that 
hospital. 

You must remember this: On April 30 we had three service-con- 
nected patients not hospitalized, but in that case they could not be. 
This does not say they cannot be. This says they are not hospitalized. 
Sometimes the service-connected veteran wants to come at a certain 
time when he has fixed up his business, or something like that, or 
something which is not an emergency, and that could enter into that. 
Or, as I say, it could be a TB case or an NP case awaiting hospital- 
ization under circumstances which hospitalization could not take care 
of, or some that do not want to go to another hospital. 

Mr. Epmonpson. Well, I am sure that there are different lines of 
approach to an understanding of this problem, and that you gentle- 
men on this committee have a line of approach before you and a prob- 
lem before you that does not confront those of us who are on the 
Veterans’ Affairs Committee and other committees. 

Mr. Putts. We had the Medical Director here now for two days 
and a half, and this is a question upon which we have worked con- 
tinuously because every service-connected veteran must be taken care 
of. 

Mr. Epmonpson. I agree with you wholeheartedly. 

Mr. Putts. We go much beyond that, we go down to the very 
bottom group. But we question it, and we think maybe your com- 
mittee ought to take it up and discuss it. 

Mr. Epmonpson. I have here a news release given out February 11 
in the Okmulgee Daily Times. The director of this hospital announced 
that the Veterans’ Administration hospital is now accepting only 
emergency cases because of bed shortage in that hospital, and that 
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release stated they were unable to take any type case, service connected 
or otherwise, except emergency cases there in our district. 

Mr. Putiires. I think the situation, as Mr. Cotton just suggested, 
had better be straightened out by Admiral Boone, because there js 
nothing in any information with which we are familiar, and I assur 
you we are on this. 

Mr. Epmonpson. I would be very pleased to put in the record and 
have a part of the record a clipping from the Okmulgee Daily Times, 
dated February 11, 1953. 

Mr. Paiiiirs. You can put it in the record. 

(The article is as follows :) 


From the Okmulgee Daily Times, February 11, 1953] 


Vets HosprtAL ACCEPTING ONLY EMERGENCY CASES 


The Muskogee Veterans’ Administration Hospital is now accepting only eme) 
gency cases, it has been announced by Dr. D. H. Miller, manager of the 
institution. 

The “emergency only” ruling was brought about by slashes in appropriations 
for medical services of the VA which has brought about almost a 20-percent 
reduction in the steadily mounting number of veterans. 

\t present only 318 beds are available, while the hospital has 382 beds. A 
ward with beds for 40 patients was closed last November 4 due to cut in appro 
priations and a ward containing 24 beds was closed in 1949 because funds were 
not available to provide medical services. 

At the same time, Congress has been hacking off chunks of requested funds 
for medical services with one hand and granting multimillion-dollar appropria 
tions for new hospitals all over the country, including Oklahoma City—some of 
them, due to reductions of medical appropriations, with large vacant wards 

Citizens here continuously have petitioned, through their Congressmen, for 
enlargement of the hospital instead of construction of the new costly hospitals 

The advantage, they have pointed out, time after time, would lie in smalle: 
operating costs. 

The hospital currently serves an area in Oklahoma where 132,000 veterans 
live, Dr. Miller said Monday. The number is increasing every year as the Korean 
war takes its toll. 

The closed wards cannot be opened, Dr. Miller said, unless Congress appropri 
ates money to operate them. 


Mr. Puitures. I will ask Admiral Boone about it tomorrow 
morning. 

Mr. EpMonpson, I have the greatest respect and admiration in the 
mere | for Admiral Boone, and I think he is trying to do a good job; 
but I think the man who is on the scene there in charge of the hospital 
is probably more in possession of the immediate facts than a man up in 
Washington would be. 

In answer to this question : 


What, in your opinion, is the most pressing need in your hospital? 
Here is what Dr. Miller answered : 


The most pressing need in this hospital at this time is funds. If sufficient 
funds were made available to this hospital for payment of salaries, purchase of 
raw foods, supplies, and equipment, approximately 64 beds would be availabl 
for the use of veterans in this area, thereby reducing our waiting list. 

Asa result of a reduction in funds and the ceiling, it was necessary on Novem 
ber 4, 1952, that one ward consisting of 40 beds be closed. Our waiting list was 
increased steadily since closing this ward. On February 28, 1953, this hospital 
had 54 veterans on its waiting list. On April 1, 1953, this hospital had 98 
veterans on the waiting list. 


Now that is one hospital. 
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But in about the last 15 minutes before I came down to this com- 
mittee, I just thumbed through this questionnaire, the reports on it, 
and I did not have to look very far before 1 found, over at page 234, a 
statement from the manager of the veterans’ hospital at Lebanon, Pa., 
n answer to this same question, What is the most pressing need in 
your hospital? He states several other things, but adds: “Insure an 
appropriation of sufficient funds to carry out this plan”—and he goes 
on and says under subsection B, “spec ific need; sufficie nt funds to en 
able this hospital to staff and activate a 44-bed psychiatric ward, which 
is now closed due to lack of personnel.” That is a hospital in Penn- 
sylvania on the east coast. 

Mr. Pures. There is one other problem which I am sure you are 
familiar with, and that is the almost impossibility of getting psychi- 
atrists until they are educated and developed. Most of the difficulties 
last year, including the hospital in Mr. Cotton’s district, was not due 
to money, and this is true of Lebanon, but only due to the inability of 
vetting psychiatrists. Dr. Boone testified he thinks that is gradually 
being met and the hospitals which should have these psye hiatric wards 
opened in 1954 will be able to open them. 

Mr. Epmonpson. Turning over to the west coast 

Mr. Puu.sires. There we have serious difficulty. 

Mr. Epmonpson. The statement given by the manager of the 
Seattle, Wash., hospital in answer to the question, “What in your 
opinion is the most pressing need in your hospital ¢” was, “Allocation 
of ceiling and funds adequate to permit utilization of unopened beds.” 

Now that is a new hospital and they have not been able even to open 
up NP beds in that hospital because they do not have funds. 

Mr. Pures. We will just stipulate that the west coast hospitals, 
which have been the last in the program to get NP service, are sadly 
deficient, and we will probably fix that up before the end of 1954. 

Mr. Epmonpson. I am very pleased to learn of this committee’s plan 
to restore some of the personnel cut at the Muskogee Hospital. I wish 
it would be possible to add enough employees to reopen one of these 
wards. According to their figures, 12 additional employees will not 
enable them to even open 1 of those 2 wards. 

Mr. Puutuipes. This committee would like to take credit for it, but, 
‘rankly, the figure I gave you is what the Veterans’ Administration 
proposes to do “under any kind of a budget for next year, and I would 
see no reason for you to have any concern. We have just been hearing 
them. We have not gone into the markup. 

Mr. Epmonpson. I sincerely hope this committee will find it pos- 
sible to evaluate very carefully the estimates of the Veterans’ Adminis- 
tration in the light of their failure to perform on what their assurances 
were on their last budget. 

Mr. Puiuuirs. Let me ask you some questions now. What are we 
going to do, practically, about this matter of establishing some limit 
or some formula for the care of non-service- connected veterans / 
There is the whole problem. I mean, if more money is given to these 
hospitals beyond the present limits, in the present authorization, and 
so forth, that money is used only for the care of non-service-connected 
veterans. Now if we continue that with the Korean conflict on us, 
we are going to have to build 100,000 more beds. We cannot do that. 


82490—53-—pt. 1—_——60 
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Mr. Epmonpson. I listened with a good deal of surprise to your 
speech on the floor, Mr. Chairman, on the matter of persons of consid- 
erable financial ability using veterans hospitals’ free facilities. My 
own personal experience in our area with our hospital has been that 
those instances are definitely the exception. 

I know there will be instances most any time the Government sets 
up a program designed to meet a need, instances of abuse, and there 
may be areas or regions in which the abuse of this privilege is more 
flagrant than it is in others. But I have been through that veterans’ 
hospital and have stopped at every bed in it, and I do not know of any 
instance that I have run across in recent months—my most recent trip 
through there was in December—I do not know of any instance I have 
run across of finding anybody in there undergoing care that did not 
give every indication of being in need of that care from the Govern- 
ment. 

i think that certainly if there is a way to setup a system whereby 
the persons who are financially able to do so can help to pay the cost 
of the care, most of them would be glad to do so in order to see that 
the program is not cut back to the point that their less fortunate 
buddies are denied the care. 

Mr. Putures. I think it was your chairman who suggested to this 
committee, also, that some provision should be made that a veteran 
who wanted to be cared for in a veterans’ hospital, but who did not fee] 
he could let himself into the very expensive demands of a long service, 
treatment and operation, and so forth, could indicate his ability to 
pay something toward it. That has also been suggested by other 
people—that certain types of illness for non-service-connec ted vet 
erans who want an appendix out, that has nothing to do with war. 

Mr. Epmonpson. I think it is a pity that the insurance companies 
in many instances have hospital policies on these veterans and have 
refused to pay, and that the claims against them have not been pushed 
where the claims are meritorious. 

Mr. Puruips. I will have to defend the Veterans’ Administration 
by saying they have done all they can under the law. Will your com- 
mittee do something to make this a matter for the States to do some- 
thing about? The States have to do it. 

Mr. Epmonpson. The States have to require the companies to pay! 

Mr. Putuirs. Yes. 

Mr. Epmonpson. In their supervision of their charters and opera- 
tions ? 

Mr. Paris. Yes 

Mr. Epmonpson. Well, I certainly would be in favor of legislation 
to effect that, because I see no reason why, when a veteran pays on a 
hospital policy for his family and is hospitalized, the insurance com- 
pany should not be required to reimburse the Government if it pro- 
vides care. 

Mr. Puitures. Of course, there is a technicality. They say the vet- 
eran has not paid out any money and all they are required to do under 
the policy is reimburse payments which he has made for hospitaliza- 
tion. 

We thank you very much. I did not mean to interrupt you. Is 
there anything more? 
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Mr. Epmonpson. No, sir, I think that pretty well covers it. I am 
very pleased with the opportunity to present the particular problem 
that we have in eastern Oklahoma. It is something that I get more 
mail on currently than anything else. 

Mr. Purrutps. You also have a hospital at Oklahoma City? 

Mr. Epmonpson. Yes, sir, a smaller hospital. 

Mr. Puuurrs. Well, it is about—— 

Mr. Epmonpson. 220-bed hospital, I believe ; is it not? 

Mr. Puivurpes. It is shown as 496 and 300 patients, 86 percent acti- 
vated. 

Mr. Epmonpson. That is their new one. I do not believe it is in 
oper: ation yet. When they have the new hospital setup in Oklahoma 
City, I think they plan to abandon the other hospital, unless I am 
mistaken. That is something that I do not know the why’s and where’s 
about. But we in eastern Oklahoma are distressed by the situation that 
sees a brand new hospital being built with a great many additional 
beds in Western Oklahoma while our wards are shut down in eastern 
Oklahoma. We cannot see much rhyme nor reason for that. 1 do not, 
however, want to get involved in a dispute over the matter with my 
colleagues from the western part of the State. 

Mr. Puuuirs. We thank you very much. 

Mr. Jonas. Would it be permissible to tell him that testimony before 
this committee the first 3 days of this week discloses it would have 
required only $14 million to keep open all of the beds that were closed 
down last year? They are going to wind up this year with $8,200,000 
unspent, unobligated and in surplus, and we gave them $5 million in 
the supplemental bill last February specifically for the medical pro- 
gram. They did not spend a dime to keep those beds open from the $5 
million. They spent $4 million of it on the out-patient dental program, 
and the other money they spent preliminarily staffing these new hos- 

pitals they propose to open this year. If they had used the $5 million 
for the purpose it was appropriated and the $8,200,000 surplus they 
have got, they could have kept every one of those beds open. 

Mr. Epmonpson. On the face of things that looks like a prima facie 
case of poor management, 

Mr. Jonas. Is that a fair statement, Mr. Chairman ? 

Mr. Pures. That is very correct. 

We thank you very much, Mr. Edmondson. 


WepNEspAy, May 27, 1953. 
VETERANS’ ADMINISTRATION Hosprrau at FAYETTEVILLE, ARK. 
WITNESS 


HON, JAMES W. TRIMBLE, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF ARKANSAS 


Mr. Puiures. We will hear Mr. Trimble on the Fayetteville, Ark., 
Veterans’ Administration hospital. 

Mr. Trrupie. Mr. Chairman and members of the committee, I ap- 
pear before your subcommittee to plead for no reduction in the hos- 
pital program for veterans. I especially plead for the veteran facility 
at Fayetteville, Ark., in the district which I represent. Press re- 





946 


ports indicate that this facility is among those being considered 
cle Ds In o. 

This facility is new and has a capacity of 255 beds, as I remember, 
and there is an average use of 225 beds. 

I have many telegr: ums, te ie hone calls, and letters from chambers 
of commerce, veterans’ organizations, and veterans entreating this 
committee to continue this facility. It serves a great section of south 
Missouri and north Arkansas and is needed by the veterans of 1 
area. I hope it is not disturbed. 


Tuurspay, May 14, 1953. 
Forr Haminron, N. Y., Vererans’ ApMINisTRATION Hosprran 
WITNESSES 


HON. FRANCIS E. DORN, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF NEW YORK 


HON, JOHN H. RAY, A REPRESENTATIVE IN CONGRESS FROM 
STATE OF NEW YORK 


Mr. Dorn. I am here this afternoon in behalf of the 400,000 
erans in Brooklyn. 

You have just listened to Congressman Shelley say that they 
a new hospital out in California. We do not need a new hospital in 
Brooklyn, what we need is a hospital that is run to full capacity. 

It is a 1,000-bed hospital that we have. The hospit il is called Fort 


Hamilton Veterans’ Administration Hospital. It is being run at a1 
eight-hundred-and-twenty-odd bed capacity rather than at its full 
capac ity of 1,000 beds. 

When I said a moment ago that we had 400,000 veterans in Brook- 
lyn who used the hospital, it does not include the veterans from the 
surrounding areas who use the hospital, and it does not include the 
veterans of the Korean war. 

At the present time there are exactly 540 veterans critically ill 
awaiting admission to this Fort Hamilton Veterans’ Hospital. They 
are indigent and they need the help that the hospital can give. Thess 
veterans have been examined. We know the y are C ritic rally ill, but 
there is not anything we can do about their admission except to let 
them wait their turn. 

In order to have a hospital that will be able to be run at a thousand 
bed capacity, we need an appropriat ion of $6.300,000. 

Now I understand from various discussions that the overall appro 
priation will not be pinpointed for a particular hospital and that it 
will be up to the Veterans’ Administration itself, as they have done 
in the past, to allocate funds for the various hospitals. Frankly, 
think that has been unfortunate and has resulted in the public be- 
lieving it is Congress’ fault rather than the fault of the Veterans’ 
\dministration that these hospitals have not been run at full capacity 
in certain places where full capacity is needed. It is needed in 
Brooklyn and in the Fort Hamilton Veterans’ Hospital there. 

Mr. Corron. Would you yield there for a question ? 

Mr. Dorn. Yes. 

Mr. Corron. I am sure that you do not mean to imply by what you 
just said that either this committee or the Congress could really under- 
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ike the administrative job of allocating all the funds between all the 
jospitals in the « any, do you? 
Mr. Dorn. No; but I do believe that when you have a particular 
hospital, such as Fort Hamilton, in order to insure its running at full 
ipacity there could be a pinpoint allocation of the funds, the $6,300,- 
) necessary for this partic ular hospital. 
[ fee ‘| very particularly that unless this committee does that, we in 
Brooklyn will not have the full funds necessary to operate on a 
ousand-bed capacity which is essential at the present time. 
Incidentally, this $6,300,000 is figured on a basis which I think you 
in readily understand when I explain those figures to you. 
\t the present time the general average cost per patient today is 
0 per day. Fort Hamilton is operating at a few pennies under that 
per day at the present time and it is hoped that with decreasing costs 
t will operate at perhaps $19 per day. But that is a hope. 
Figured, however, on $20 per day and operating at 90-percent bed 
ee you cannot operate, unfortunately, at 100-percent bed oc 
jpancy. At the present time Fort Hamilton Hospital on the 820 
beds that are in operation operate at a 95-percent capac ity and it is my 
derstanding from talking with hicusti al authorities that the average 
ospital operate at about an 85-percent capacity. And they feel they 
e full when they do that. But they operate at Fort Hamilton on 
| very quick turnover, because as one gets out of a bed someone imme- 
liately goes into it the very same day. 
Mr. Jonas. Mr. Chairman, may I apologize for interrupting, but 
want to ask a question right there. 
Mr. Dorn. Yes. 
Mr. Jonas. Where did you get your $20 figure? Our information 
om the Veterans’ Administration was that it was more nearly $14. 
Is that not correct ¢ 
Mr. Anprews. $14.25, I think. 
Mr. Dorn. babel of hospital per diem cost. This is the statis- 
tical figure that I have here for 1951, from June of 1951 through 
952 until January of 1953. And let me add that before presenting 
these figures to you today, I went over them with the hospital experts 
of the American Legion in order to find out if there were any defects 
n the figures I had received directly from the Fort Hamilton Vet- 
eran’s ae a Hospital. 
ae in June of 1951 the cost of operation per bed was $17.12. 
hat Auctin ated during 1951, by month, up to $25.40. 
There is no question about the validity of these figures. They are 
broken down into administrative, medical, and surgical, nursing, 
dental, X-ray, clinical laboratory, physical medicine, dietetics, spe- 
ial services, maintenance, li aundry, and general. 
I would believe the figures give to you by General Gray would 
necessarily be in error if he said that the cost is $14 per day. 
Mr. Jonas. He might have referred to average costs. 
Mr. Dorn. I do not think so. I understand that the Fort Hamil- 
Veterans’ Administration Hospital, is run at average-cost figures 
and in many ways below average. And in discussing the figures that 
I had received from Dr. Pratt of the Fort Hamilton Veterans’ Hos- 
pital, the figures that I had in overall operation that I had received 
from him were a figure—— 


T 
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Mr. Tuomas. May I interrupt. 

Mr. Dorn. Yes. 

Mr. Tuomas. I think perhaps our colleague is right. The infor- 
mation that the committee got, the figure the committee usually relies 
upon is the average cost between hospitals, domiciliary homes and 
rented homes, and that brings the overall cost down. 

Mr. Dorn. That may be so. 

Mr. Toomas. The hospital itself, there I expect the figures are about 
right. 

Mr. Jonas. I recall the $14 figure on contract-bid costs for the Naval 
Hospital in Philadelphia. That might not necessarily be the same 
thing. 

Mr. Dorn. But there is no question but that these figures are ac 
curate and that these figures are based upon close operation, keeping 
costs down to a minimum. 

Mr. Tuomas. How old is your hospital there? I was there when 
it was under construction. It has been in operation now about 2 years, 

Mr. Dorn. Two and one-half years. 

Mr. Corron. Is it NP or general medical and surgical ? 

Mr. Dorn. It is general medical and surgical. It has 80 NP beds, 
at least, based upon a thousand-bed capacity it would have 80 NP 
beds and 80 TB beds. 

Mr. Corron. To straighten out an apparent misunderstanding, the 
figures furnished by the Veterans’ Administration showed the aver- 
uge on G. M. and S. hospitals is $19.36 for 1953; the average on TB 
is $16.12; and the average on NP is $8.25. That is where you get 
the general average. 

Mr. Jonas. And averaging that out you get the $14? 

Mr. Corron. I think they do. 

Mr. Dorn. Figuring on a thousand-bed hospital at $20 per day per 
patient, it would involve 365,000 patient-days per year. Then basing 
it on a 90-percent occupancy, this figure would be reduced to 328,500 
patient-days per year. Then multiplying that by the average per 
diem of $20, you come to a figure of $6,570,000, 

Dr. Pratt, of the hospits al, in a conversation this morning, stated 
that if he received $6,300,000, he could operate the hospital on a 
%5-percent bed capacity, to use his particular words—“full blast with 
no trouble at all.” 

Mr. Yarrs. How much did he receive last year? 

Mr. Dorn. I do not know. I have, however, figures that he gave 
me with reference to what he would need to operate an 820-bed hos 
pital. Unfortunately, I do not believe the figures are entirely accurate 
for the 820-bed hospital because included in the original figures that 
he gave me is the cost of a research program which, because of neces- 
sity. , must be separate and apart, and in which the funds are allocated 
to the hospital separately by the Veterans’ Administration. And the 
original figure that he gave me, which included this research program 
for the overall hospital and the operation of a thousand-bed hospital 
was $8,310,397. But that included the cost of the research program 
in whihe fond are allocated as needed and when needed, depending 
upon the type of research. So that I would not want to confuse us 
here by bringing in that additional figure. 
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Mr. Tuomas. Mr. Chairman, let me ask our colleague one question. 
Do you know Dr. Pratt personally ? 

Mr. Dorn. Yes. 

Mr. Tuomas. I imagine he is very skilled professionally and a fine 
doctor himself, is he not ? 

Mr. Dorn. Yes; and an able administrator. 

Mr. Tuomas. Did you ever have any conversation with him with 
reference to the Bureau here in the District of Columbia trying to 
tell him how to run his hospital on a day-by-day basis? Did you ever 
hear any complaints from him on that score? 

Mr. Dorn. No; I have not. 

(Discussion off the record.) 

Mr. Corron. Let us go back on the record. 

Mr. Dorn. Let me say in conclusion, gentlemen, the real reason I 
am here is to attempt to get a pinpoint appropriation for this hos- 
pital, because without a definite appropriation for this noe al of 
Fort Hamilton for the money I have asked, I have serious doubt, even 
though you really calculate it into the overall budget, this money will 
eve ntually be given to Fort Hamilton. 

Mr. Corron. We thank you, Mr. Dorn, and the committee appre- 
ciates the information you have given us and also your feeling in the 
cause of the veterans. 

We also have with us our colleague, Mr. John H. Ray, who is going 
to speak to us about the same hospital and we are glad to have you 
with us. 

Mr. Ray. Mr. Chairman, I represent the Fifteenth District, half of 
which is in Staten Island, half of which is in Brooklyn. 


I want to second all that Mr. Dorn has said. I think the Beene 


is run well as far as the expenditure of the money is concerned. I 
think you have a good administrator there and I hope you can, as he 
says, pinpoint it. I would not feel any more sure than he of getting 
the results if it cannot be pinpointed. 

Thank you very much, 

Mr. Corron. Thank you, Mr. Ray, and the committee also very 
much appreciates your position in the matter and anxiety to see that 
this hospital is taken care of. 

Mr. Ray, if you desire to file a statement with the committee sup- 
plementing what you have said orally, we will be glad to have it. 

Mr. Ray. I may do that. 





Tuurspay, May 14, 1953 
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WITNESSES 


HON. EDWARD MARTIN, A SENATOR OF THE UNITED STATES CON- 
GRESS FROM THE STATE OF PENNSYLVANIA 

HON. RICHARD M. SIMPSON, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF PENNSYLVANIA 

HON. WILLIAM T. GRANAHAN, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF PENNSYLVANIA 

HON. IVOR D. FENTON, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF PENNSYLVANIA 

HON. EDWARD J. BONIN, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF PENNSYLVANIA 

HON. JAMES G. FULTON, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF PENNSYLVANIA 

HON. HUGH SCOTT, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF PENNSYLVANIA 

EDWARD A. LINSKY, STATE ADJUTANT, AMERICAN LEGION, STATE 
OF PENNSYLVANIA 

MICHAEL MARKOVITZ, REHABILITATION DIRECTOR, AMERICAN 
LEGION, STATE OF PENNSYLVANIA 

DANIEL SHAUB, ASSISTANT ADJUTANT, AMERICAN LEGION, STATE 
OF PENNSYLVANIA 

CLIFFORD HARBAUGH, VICE COMMANDER, PHILADELPHIA COUNTY 
COUNCIL, AMERICAN LEGION, STATE OF PENNSYLVANIA 

JOHN STAY, VICE COMMANDER, AMERICAN LEGION, STATE OF 
PENNSYLVANIA 


Mr. Corron. We have with us Hon. Edward Martin, Senator of the 
United States Congress from the State of Pennsylvania. 

Senator, we are very glad to see you. You are here at the suggestion 
of yourself and other members of the Pennsylv: ania delegation to talk 
about matters affecting, I presume, the Veterans’ Administration and, 
again, particularly, about both the Philadelphia Naval Hospital and 
the veterans’ hospital in Philadelphia and in which this committee is 
particularly interested. There is also here Mr. Fulton, Mr. Dague, 
Mr. Carrigg, Mr. Gavin, Mr. Simpson, Mr. Stauffer, Mr. Granahan, 
Mr. Morgan, Mr. Byrne, Mr. King, Mr. Rhodes, Mr. James, Mr. 


Graham, Mr. Bonin. Proceed Senator, we are very glad to see you. 


STATEMENT OF HON, EDWARD MARTIN, SENATOR OF THE UNITED STATES 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Senator Martin. Mr, Chairman and members of the committee, | 
want you to know how greatly I appreciate this courtesy. This is the 
second time I have appeared before your committee to plead for the 
cause of adequate hospital beds for veterans in Philadelphia. 

On February 4, 1953, almost this same group appeared before you. 
Representatives of the American Legion, Department of Pennsyl- 
vania, brought this same question to your attention, in connection w ith 


funds provided by the second supplemental appropriations bill of 
1953. 
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At that time your committee directed in its report— 

that the Administrator of Veterans’ Affairs take such immediate steps as may 
be essential to furnish adequate hospitalization for needy veterans in the Phila 
delphia area. 
Subsequently, the Senate Appropriat ions Committee concurred in that 
view, and asked the Director of the Budget to review the item provided 
for the administration of medical, hospital, and domiciliary services, 
and to submit a report as to his recommendations. 

I assume that the VA budget which is now before your committee 
reflects investigations of this mater by the Director of the Bureau of 
the Budget. 

I have as yet had no reply to a letter I directed to Director Dodge, 
dated May 7, in which I outlined the whole problem for his considera 
tion. I felt there was a reasonable doubt, that Director Dodge had 
been fully informed as to the situation in Philadelphia, or that he 
had had time to make a specific survey of the area as compared with 
other and similar areas of veteran concentration. 

The need for bringing this matter to the attention of the Budget 
Director—and in again coming before this committee—springs from 
a consultation with Gen. Carl R. Gray, Jr., Administrator of Veterans’ 
Affairs, on March 11, 1953. 

This consultation took place after the passage of the second supple- 
mental appropriations bill, and our purpose was to learn what the 
Administrator proposed to do in providing adequate hospital beds 
for Philadelphia. I was accompanied to that meeting by representa- 
tives of the American Legion; and by Congressman Dague, Congress 
man Fenton, Congressman Rhodes, and Congressman Byrne, repre- 
senting the House Members of the Pennsylvania delegation. 

The principal outcome of the meeting was General Gray’s promise 
to give us an estimate of how much money and how many beds he 
believed necessary to provide the adequate hospitalization which your 
committee had directed. He did not commit himself as to how he 
intended to attain the goal, nor did he offer to do more than delay 
further reduction of hospital beds at the naval hospital until the 1954 
fiscal budget could be discussed. 

The hospital beds at the naval hospital were then—and still are 
at the low ebb of 125. 

Mr. Chairman, at this point, I would like to read the letter received 
from General Gray, and also request that it be made a part of the 
record, 

(The letter is as follows:) 

ExHisir 1 
VETERANS’ ADMINISTRATION, 
Washington 25, D. C., March 11, 1953. 
Hon. EpwarRp MarrtIN, 
United States Senate, Washington 25, D. C. 

Dear SENATOR MARTIN: It was a pleasure to meet with you, other members of 
the congressional delegation, and American Legion representatives from Penn 
sylvania yesterday morning. 

In compliance with your request, I am glad to outline for you the volume of 
our general medical and surgical load in the Philadelphia area and to estimate 
the number of beds and amount of money that would be required to handle all 


requests for hospitalization from veterans who are both medically and legally 
entitled. 
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The best way to arrive at the medical load appears to be to make an actua] 
count of applications received. In the first half of fiscal year 19538, July 1 | 
December 31, 1952, we received 5,593 applications for hospitalization from ve; 
erans legally eligible and in need of care within the area served by the Phils 
delphia regional office. Of these applications, 632 were from veterans suffering 
from tuberculous or psychiatric conditions. This leaves a net of 4,961 applica: 
in this 6-month period who sought hospitalization for medical, surgical, or neuro 
logical conditions. Neurological applicants are being included with medical and 
surgical because a large number of patients in this category are normally cared 
for in general medical and surgical hospitals. 

The experience of VA indicates that 22.7 percent (1,126) of the applicants 
either refuse hospitalization or fail to report when a bed is offered. Assuming 
that this same condition will exist in the Philadelphia area, we are left with 
3,835 veterans who would have been hospitalized in the Philadelphia area 
this 6-month period had we been able to care for all applicants locally. 

A survey of four hospitals similar in character to the new VA hospital in 
Philadelphia revealed that the average length of stay for general medical, sur- 
gical, and neurological patients was 33.6 days. Multiplying 33.6 days by 3,835 
veteran applicants, we find that it would have required 129,623 days of care to 
have hospitalized veterans in the Philadelphia area for these 6 months. 

It is planned to have 370 general medical, surgical, and neurological beds at 
the VA hospital in Philadelphia. We can expect this hospital to operate at 
approximately 85 percent of capacity. This means that 314 beds may be expected 
to be occupied at all times. Over a 6-month period, these beds can provide 
57,305 days of care. 

VA has 50 beds under contract in the Philadelphia area for the care of women 
and special categories of veterans who cannot be cared for in the naval hospital! 
These 50 beds will provide 9,100 days of hospital care in 6 months. If they 
are considered as supplementary to the capacity of the VA hospital, we can now 
provide a total of 66,405 days of patient care in the area. 

This leaves 63,218 days of hospitalization, which the VA hospital is not pre- 
pared to provide, required to care for all veteran applicants in the Philadelphia 
area. To provide this care would necessitate having 348 beds available. The 
85-percent utilization figure used previously need not be employed here as no 
VA beds exist and contract beds are only paid for as used. 

In estimating costs, I have not used the Philadelphia hospital because it has 
been in operation such a short time and then only on a limited basis. If the 
cost of caring for this additional load is to be estimated on the basis of experi- 
ence in other VA hospitals, our average cost in G. M. and 8S. hospitals in fiscal 
year 1952 was $18.48 per patient-day. Since the Philadelphia hospital is to be a 
teaching institution, costs there may be expected to be somewhat above the 
average. 

The cost in contract Government hospitals in fiscal year 1953 is $14.25 per 
patient-day and this figure is to be increased to $14.75 per patient-day in 1954. 

To provide the additional 63,218 days of care in Philadelphia at the VA rate of 
$18.48 per day for 6 months would cost $1,176,348.64. At the current contract 
rate of $14.25, it would cost $900,656.50 for the 6-month period. 

Sincerely, 
Cart R, Gray, Jr., Administrator. 

My reaction to General Gray’s letter is rather completely analyzed 
in my letter of May 7 to Director Dodge. I would like to emphasize 
certain points in that letter for your consideration, and request that 
the ful text of it be made a part of the record. 

Mr. Corron. Glad to have that, Senator. 

(The letter is as follows:) 
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EXHIBIT 2 


UNITED STATES SENATE, 
COMMITTEE OF FINANCE, 
May 7, 1958. 
Hon. JosepH M. Doneg, 
Director, Bureau of the Budget, 
Executive Office Building, Washington, D. C. 

DeaR MR. Dopce: This is to bring to your attention a matter that has been 
causing me a great deal of concern for a number of months, It is the problem of 
adequate hospital beds to take care of veterans in the Philadelphia area. 

At this present moment the 1954 budget for the Veterans’ Administration is 
under restudy by the Bureau of the Budget, and the moment is opportune to call 
to your attention the inequity of the situation as it now exists in the city of 
Philadelphia. 

You may be sure that I have discussed this matter thoroughly with General 
Gray, and, in fact, visited him with other members of the Pennsylvania delega- 
tion in an effort to determine what he intended to do in response to a direction 
received from the House Appropriations Committee when supplemental funds 
were granted (second supplemental appropriation bill, 1953). The committee 
specifically directed ‘the Administrator of Veterans’ Affairs to take such imme- 
diate steps as may be essential to furnish adequate hospitalization for needy 
veterans in the Philadelphia area.” 

May I also call your attention to the fact that the Senate Appropriations Com- 
mittee, in acting upon the second supplemental appropriation bill, “requested a 
review of this item by the Budget Director with a prompt report as to his 
recommendation.” 

In response to our call upon General Gray, we received a letter from him, copy 
of, which is enclosed, You will note it is a brief statement of estimated veteran 
patient load in Phidalephia, and estimated additional number of beds and funds 
needed to meet the shortage which now exists. I regret that General Gray did 
not make any recommendation as to what action he intended to take to remedy 
the situation. 

However, it is quite clear from General Gray’s estimate that the Philadelphia 
area is not prepared, under existing circumstances, to care for but little more 
than one-half of veteran patients needing hospitalization. You will note that 
General Gray’s letter estimates the cost of providing the necessary additional 
beds at $18.48 per day, under costs that prevail in a veteran hospital, as against 
$14.25 per day, if the veteran is cared for at the current contract hospital rate 
(for example, the Philadelphia naval hospital). 

This point emphasizes the particular problem that affects Philadelphia. His- 
torically, veteran hospitalization has been provided in the Philadelphia area 
through contract with the Philadelphia Naval Hospital. The naval hospital is a 
1,850-bed hospital, which is serving at present only about 1,060 patients (includ- 
ing 125 veterans). 

At one time, the naval hospital supplied 600 contract beds for veterans, but 
during World War II this number was lowered to 400, which figure it remained 
until the recent phasing-out program was begun by the Veterans’ Administration 
in July 1952. 

It is true that the phasing out of contract hospital beds was established as a 
policy when the VA budget was presented to Congress in 1952. However, I had 
no knowledge that it would leave the Philadelphia area literally without hospital 
facilities for veterans, as the new veteran hospital then being built was not 
actually opened until December 1952. On top of that, the 1953 VA fiscal appro- 
priation was cut by $31 million and, though not intended by Congress, medical 
and hospital services bore a proportion of that cut. 

Since July 1952, VA contract beds at the Philadelphia Naval Hospital have been 
reduced from 400 to a present 125. Even that 125 would not be in use today had 
not the Pennsylvania delegation made a determined effort to halt further reduc- 
tion in beds until the matter could be thoroughly explored. 

I assume that VA hospital facilities have been thoroughly reviewed by you and 
by the Veterans’ Administration. I feel sure that no one will contend that VA 
hospital facilities in Philadelphia are adequate. The question is: What is going 
to be done about it? 

_The new VA hospital in Philadelphia has a total, final capacity of 496 beds. 
Estimates vary as between those given me by the American Legion and that sub- 
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mitted by General Gray, but in general it is admitted that even at full capa 
there will not be more than 300 beds available for general medical cases. Th, 
remainder will be reserved for tuberculosis, neuropsychiatric, and research cases 
Furthermore, the hospital, according to General Gray, will not run at more tha; 
SD percent capacity. 

This means that there are approximately 300 general medical beds avai 
at the new VA hospital in Philadelphia, and approximately 125 contract hy 
in use at the naval hospital; total of 425 beds available in an area having on 
of the largest veteran populations in the country and admittedly not sufficie: 
cover more than one-half of the estimated patient load. 

I am enclosing for your study a letter sent to me by the American Legio 
Department of Philadelphia, with which I have worked closely on this probler 
The American Legion gives its own analysis of the situation, and compares thy 
hospital beds available in Philadelphia with other similar areas througho 
the country The comparison is notable. 

What I would like to ask at this point is why, in attempting to take car 
needed veteran hospitalization, the Veterans’ Administration has so demonstrab 
bypassed the situation in Philadelphia. None of the medical officers at VA wit 
whom I have discussed this problem could give me an explanation. It was 
frankly admitted that they knew when the new VA hospital was being con 
structed that it would not be adequate. In spite of this knowledge the phasing 
cut of the contract program in Philadelphia went | head as scheduled. 

In addition, it is obviously less expensive to take care of the excess load « 
veteran patients in Philadelphia through the services available at the nav 
hospital. To consider further VA hospital construction is neither economic 1 
possible at this time. To attempt to accommedate Philadelphia veterans at son 
other VA facility by shifting patients long distances is equally uneconom 
and a rapidly diminishing possibility. 

It is my urgent request, and in this I am sure I am heartily joined by othe 
members of the Pennsylvania delegation, that the Bureau of the Budget consider 
this problem most thoroughly. If there are considerations about which we ar 
not informed, I would like to have the points discussed in detail in relation t 
the situation in Philadelphia. 

I realize this is a growing problem, and one that is aggravated by the Korea: 
var. Iam sure it is also one that exists in other areas, but some decision must 
be made as to how the deficiency in hospital beds in Philadelphia can best and 
equitably be handled. I am sending a copy of this letter to each member of 
the Philadelphia delegation, and to the chairman of the House Appropriations 
Committee and the Senate Appropriations Committee. 

With kindest regards, I am 

Very sincerely, 
Epwarp MARTIN 


Senator Marrrx. These are the points I would like to emphasize: 


* 


* it is quite clear from General Gray’s estimate that the Philadelphia area 
is not prepared, under existing circumstances, to care for but little more tha: 
one-half of veteran patients needing hospitalization. You will note that Ge! 
eral Gray's letter estimates the cost of providing the necessary additional beds 
at $18.48 per day under costs that prevail in a veterans’ hospital, as against 
$14.25 per day. if the veteran is cared for at the current contract hospital rat 
(for example the Philadelphia Naval Hospital). 

This point emphasizes the particular problem that affects Philadelphia. His 
torically, veteran hospitalization has been provided in the Philadelphia area 
through contract with the Philadelphia Naval Hospital. The naval hospital is 
a 1,850-bed hospital, which is serving at present only about 1,060 patients (in 
cluding the 125 veterans). 

* * there are approximately 300 general medical beds available at the new 
Veterans’ Administration hospital in Philadelphia, and approximately 125 con- 
tract beds in use at the naval hospital: a total of 425 beds available in an area 
having one of the largest veteran populations in the ecountry—and admitted!) 
not sufficient to cover more than one-half of the estimated patient load. 

What I would like to ask at this point is why, in attempting to take care of 
needed veteran hospitalization, the Veterans’ Administration has so demonstrably 
bypassed the situation in Philadelphia. None of the medical officers at VA 
with whom I have discussed this problem could give me an explanation. It was 
frankly admitted that they knew when the new VA hospital was being con 





955 


ited that it would not be adequate. In spite of this knowledge the phasing 

t of the contract program in Philadelphia went ahead as scheduled. 

Mr. Chairman, I will not burden the committee with further ex- 

erpts from my letter. There are others waiting to be heard who will 

till further emphasize the points I have made. 

[t is obvious that some decision must be made as to how the deficiency 

hospital beds in Philadelphia can best and equitably be handled. 
fo grant a blanket sum of money to the Administrator of Veterans’ 

\ffairs for hospital and medical services without specifying how those 
funds shall be allocated seems to me to have left a wide gap of dis- 

retion—that is certainly not working out to provide even the bare 

wessities for Philadelphia. I have no thought that funds should 

taken from any other area to provide all that is needed for Phila- 
delphia. It is my earnest desire—and certainly our obligation—to 
provide needed care for those veterans who are not in a position to 
provide it for themselves, wherever they are located. 

\ cursory examination will show that Philadelphia is so far under 
par in being able to accomplish this purpose—as compared with 
other and comparable large centers of veteran population—that the 
discrepancy needs to be examined and explained. 

I would just like to add this further. There is no one stronger 
n advocacy of economy in Government than Iam. We have got to 
economize in Government in the United States or we will become a 
socialized nation, but we do owe an obligation to the veterans of this 
country. Now, I know some people say, well, there are a lot of vet 
erans using these hospitals for cases that are not connected with 
their service. That is a matter of administration. 

Mr. Corron. We agree. 

Senator Martin. It is:a complete matter of administration, and I 
think it is our duty in Congress to make a sufficient survey to know 
that the Veterans’ Administration is carrying out our intent. 

But, gentlemen, I want to leave this with you: The American Re- 
public owes an obligation to our disabled veter ans, men that either 
have diseases or injuries as a result of their service and to other vet- 
erans who cannot afford hospitalization. 

Again, I want to thank you for this courteous hearing. 

Bes Corron. Thank you very much, Senator Martin. We are very 

uch interested in that. This committee is already on record as feel- 
ng the same way you do about the Philadelphia hospital. 

I think it is a little significant that, although we have said to the 
Veterans’ Administration we concurred with you and with your stand, 
ind although we gave the Veterans’ Administration more money for 
hospitalization in fiscal year 1953 than they had in 1952, and although 
we made our position very clear that you are still having a problem 

| Philadelphia and that the Veterans’ Administration is coming out 
\ with an admitted minimum of about—well, even Mr. Gray himself 
admitted 814 million left over in the amount of money in their budget 
on June 30. 

We thank you very much. 





STATEMENT OF HON. RICHARD M. SIMPSON, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF PENNSYLVANTA 


Mr. Stupson. Mr. Chairman, so far as I am concerned, and a num- 
ber of others here—I cannot speak for them, but if they want to 
indicate agreement with me, I simply confirm and agree with what 
Senator Martin has said, and trust in the good judgment of the com- 
mittee to correct what obviously has been an oversight. 

Mr. Corron. Mr. Bonin. 

Mr. Bontn. I, too, heartily concurred what our distinguished Sen- 
ator from Pennsylvania has st: ated. If I recall, when the debate 
was up on the supplemental appropriation bill, you were of the opinion 
there was no need for specifying definitely in that legislation that 
this hospital situation in Philadelphia was to be taken care of, that it 
would be taken care of. Is that right? 

Mr. Corron. The gentleman is correct. We dislike to pinpoint for 

1 specific hospital. We like to give money for hospitalization. We 
like to give money for rental of beds, if necessary. 

Mr. Fulton. As a former veteran, I, too, am interested in the vet- 
eran’s problems, and I have been working hard on this sublect. 


STATEMENT OF HON. HUGH SCOTT, A REPRESENTATIVE IN CONGRESS FROM 
THE STATE OF PENNSYLVANIA 


Mr. Scorr. I feel a great injustice was done the veterans of the 
Philadelphia area when action was taken not long ago which pre- 
vented the maintainance of sufficient hospital beds at this hospital, 


and, in my opinion, it is most urgent that authorization be made to 
provide sufficient beds for our disabled veterans. 


STATEMENT OF HON. WILLIAM T. GRANAHAN, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF PENNSYLVANIA 


Mr. Grananan. Mr. Chairman, TI want to express my thanks to the 
committee for having this opportunity to appear before you this 
morning on the important matter of the appropriations, for the year 
1954, for hospital and medical care for veterans in general, and par- 
ticularly in Philadelphia, where we have such an urgent situation. 

At one time at the Philadelphia Naval Hospital, the Veterans’ 
Administration had under contract 800 beds. This number later was 
reduced to 400. Within the past year, a phaseout of beds for veterans 
has taken place. At the present time there are very few veterans left 
at this institution, and for some time past no new veterans’ cases were 
being received. It might be said that a new veterans’ hospital has 
recently been opened in Philadelphia, but the capacity of beds in this 
institution is a little less than 500, which is not half enough when you 
consider a city the size of Philadelphia, where the veterans population 
is in the hundreds of thousands, and the veterans’ needs for hospitali- 
zation are becoming greater. 

The only answer that I can see, in justice to the veteran who is 
in need of hospital care, is for the Appropriations Committee to pro- 
vide sufficient funds to the Veterans’ | Laaiabatanl ia that they might 
again take up the beds that they previously held in the naval hospital 
in Philadelphia. 
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As one whose office has been besieged on many occasions by veterans’ 
families seeking relief for one of their loved ones in vital need of hos- 
pitalization, I urge that in your deliberations you might consider the 
great need for further provision to take care of this deplorable condi- 
tion. If favorable ue ‘ation is given, I am sure the veteran and 
his family will be forever grateful. 

Mr. Purtites. We nave with us today representatives of the Amer- 
ican Legion of the Department of Pennsylvania. 

Dr. Fenton, do you wish to make a statement ? 


STATEMENT OF HON. IVOR D. FENTON, A REPRESENTATIVE IN CONGRESS 
FROM THE STATE OF PENNSYLVANIA 


Dr. Fenron. I just want to say that I agree thoroughly with what 
Senator Martin has said. 

This Philadelphia hospital situation is so well known to this com- 
mittee and to the Pennsylvania delegation that I hesitate to burden 
you any further with the problem. 

Mr. Puuuirs. We are very glad to see your friends here. 

Dr. Fenton. I appreciate very much your willingness to see the boys 
from the Department of Pennsylvania of the American Legion. I 

‘an only add to what has already been said and to reiterate what I 
said during the supplemental hearings and what I said on the floor 
of the House: ‘The situation has not changed any, and we hope that it 
an be ironed out. 

Mr. Puicurs. Thank you very much, Dr. Fenton. The record will 
show that you are here, and also my Congressman is here, Mr. Bonin, 
who represents the district in which I was born. 

Mr. Bonin. Mr. Phillips, I wish to compliment you and your com- 
mittee for hearing these gentlemen from the Pennsylvania Depart- 
ment of the American Legion, and we are here to lend our aid and 
issistance to the hospital program in Philadelphia. 

[ am familiar with the fact that Senator Martin has made a state- 
ment, and this matter has been thoroughly thrashed out on the floor 
when the second supplemental appropriation bill came up. I believe 
that your committee is thoroughly acquainted with how the men from 
Pennsylvania really feel about it, and we would appreciate it if we 
ould continue that program in the Philadelphia Naval Hospital as 
it existed heretofore. 

Mr. Puitures. Thank you, Mr. Bonin. I think this committee will 
say that it has rarely seen such unanimity of efforts and interests as 
vas evidenced by the Pennsylvania delegation in this matter of vet- 
erans’ care in both the Veterans’ Administration hospital and the naval 
hospital in Philadelphia. 


REPRESENTATIVES OF THE AMERICAN LEGION OF PENNSYLVANIA 


Mr. Laysxy. Mr. Chairman and members of the committee, I 
want to express my thanks and appreciation to you gentlemen for 
permitting us to come here again today on behalf of the veterans of the 
Philadelphia area 

At the same time, I want to add my commendation to you for help- 
ing us to maintain or retain 125 beds at the naval hospital to the end 
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f the fiscal year. We know you have been in session since 9:30. 
You have heard many statements, and I think the shorter we make it, 
the better it will be for all of us. So I will ask my witnesses to con 
fine themselves, please, to limited discussion, and then wind up as 
riefly as we can. 

Kirst IT will call on Clifford Harbaugh, who is vice commander of 
the Philadelphia County Council, to make a statement. 

Mr. Parties. Mr. Harbaugh. 

Mr. Harpsaven. We feel in Philadelphia our situation is very criti 

ul, and the number of beds which we have is insufficient to care for 
the needs of those veterans. 

We believe that with the number of veterans who go into the Vet- 
erans’ Administration each day requesting hospitalization that some- 
thing should be done to take care of them in Philadelphia and not in 
some outlying section where they must be sent from time to time. 

Mr. Pures. Mr. Harbaugh, may I interrupt to ask, do you, Mr. 
Linsky, know what the number of beds available today is in the Phila- 
delphia hospital ? 

Mr. Linsky. 341 as of yesterday. 

Mr. Puunie. Proceed Mr. Harbaugh. 

Mr. Harsavenr. There have been many times when some of our 
veterans have been refused hospitalization in Philadelphia, only to 
be sent to such far-off places as Ohio, West Virginia, and some other 
spots, making it difficult for their families to visit them from time to 
time. 

Many veterans who are taken to the Veterans’ Administration hos- 
pital with some ailment that we are not certain is service-connected, 
or whether it is not, the facilities at the hospital are the only ones 
that could determine whether his case was service-connected or not. 
To be refused hospitalization, we feel, is just a little too much. There- 
fore. we urge this committee to give very serious consideration to the 
veterans we have in the Philadelphia area and the few beds which are 
ivailable for that great number of Americans. 

Mr. Puitures. Th: ei you very much. 

Mr. Lrysxy. Mr. John Stay, vice commander of the department of 
Pennsylvania. 

Mr. Sray. In the interest of expediting this meeting, I will refrain 

from any lengthy remarks and will allow the other gentlemen here to 
present the case, because we are all agreed that hospitalization is 
urgent and necessary for the Phil: adelphia area 

Mr. Prutuies. Thank you very much. 

Mr. Linsxy. Mr. Daniel Shaub, assistant adjutant, Department of 
Pennsylvania. 

Mr. Suave. Mr. Phillips and members of your committee, I am 
ertainly happy and appreciate the fact you have let us come before 
you again to present our just claims as we think in Pennsylvania. I 
‘ertainly want to reiterate those things that have been said, and will 
go along in everything that will be said by both Mr. Linsky and 
Mr. Markowitz in presenting our claim here today. 

Mr. Puiniies. We are very glad to see you. Thank you very much. 

Mr. Lixsxy. Now I am going to call on Michael Markowitz, the 
rehabilitation director. 
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Mr. Marxowrrz. Mr. Phillips and gentlemen, at our last appearance 
before this committee, the very acute and critical hospital bed situation 
of the Philadelphia area was presented to you gentlemen and statistical 
information was also presented by us at that time. The statistical 
figures remain the same. The bed situation is becoming more and 
more acute despite the very rapid progress made in activating the new 
Veterans’ Administration facilities in Philadelphia. 

Asa result of our appearance before you, in the report made by your 
committee, and we are very appreciative of the consideration given 
to our plea, your committee recommended, and I quote: 

In connection with this part of the estimate, the committee specifically directs 
that the Administrator of Veterans’ Affairs take such immediate steps as may 
be essential to furnish adequate hospitalization of needy veterans in the Phila- 
delphia area. 

We assume that as a result of this directive the Administrator of 
Veterans’ A ffairs did authorize the allocation of 125 beds to be utilized 
for veterans at the Fhiladelphia Naval Hospital until the end of the 
fiscal year. This allocation was wholly inadequate and is now inade- 
quate to meet the needs and requirements of the veterans residing in 
the southeastern section of Pennsylvania, whose applications are 
processed by the authorities of the Veterans’ Administration in 
Philadelphia. 

Following our meeting with the gentlemen of this committee, 
another meeting was arranged for with the Administrator of Veterans 
Affairs, General Gray, and as a result of that meeting, General Gray 
wrote a letter to Senator Edward Martin, in which he outlined the 
volume of general medical and surgical load in the Philadelphia area, 
and he gave an estimate of the number of beds and the amount of 
money that would be required to handle all requests for hospitaliza- 
tion from veterans who are both medically and legally entitled. 

He indicated in that report that during the 6-month period from 
July 1, 1952, to December 31, 1952, there were received 5,593 appli- 
cations for hospitalization from veterans legally eligible and in need 
of hospital care in the area served by the Philadelphia regional office. 
He further indicated that based upon the average length of stay for 
general medical, surgical, and neurological patients, it was 33.6 days 
and that the number of veteran applicants who would actwally be 
admitted of the total number of applications received would have 
required 129,623 days of care during the 6-month period. He pointed 
out in his report that the new hospital in Philadelphia could provide 
over the 6-month period only 57,305 days of care. He further indi- 
cated that of the total number of hospital days needed, in addition to 
those made available in the new VA hospital and other facilities, there 
still remained 63,218 days of hospitalization which the VA cota is 
not prepared to provide for veteran applicants in the Philadelphia 
area. 

While General Gray did not say so, he clearly showed in this state- 
ment to Senator Martin that there is a need for approximately 400 
additional beds to take care of the requirements of the legally entitled 
and sick veterans in this area, if we are to furnish to the veterans so 
entitled the hospital facilities that are needed for them. These 400 
beds are readily available at the naval hospital in Philadelphia at a 
minimum of cost. 
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The average cost in general medical and surgical hospitals operated 
by the Veterans’ Administration during the year 1952 was $18.48 per 
patient day. At the new VA hospital in Philadelphia, it being the 
type that it is, this cost will run higher than that. At the present 
time the average per patient day cost at this institution is $24.25. At 
the naval hospital, under Government contract for the fiscal year of 
1953, the cost is $14.25 per patient day. This figure is to be increased 
to $14.75 per patient day during the fiscal year of 1954. 

We are as greatly concerned with the economic situation as anyone 
in Government. We believe that expenditure of the tax dollar should 
be stretched to receive the maximum value for it. The situation in 
Philadelphia indicates that either a new hospital of 400- to 500-bed 
capacity for Veterans’ Administration use for general medical pa- 
tients should be built or that the facilities now available in the naval 
hospital should be utilized to the fullest possible extent. We do not 
advocate the building of a new hospital, taking into consideration 
that the capital investment alone would be approximately $8 to $10 
million and then the additional cost of the annual maintenance of such 
a hospital would involve a further expenditure of approximately 
$234 million annually. The maintenance of 400 beds at the naval hos- 
pital at the $14.75 daily rate would cost approximately $2 million 
annually, and as we have indicated in our previous appearance before 
this committee, the facilities at the command of the naval hospital can 
provide the finest medical services available because of the availability 
in Philadelphia of consultant staff in every field of medicine, which 
such hospital would need. 

The cost of transportation from Philadelphia to other veterans’ 
hospitals of veterans in need of hospital care, to other Veterans’ Ad- 
ministration hospitals, is another item of expense which must be given 
consideration. 

The patient-day cost at these VA hospitals is greater than the cost 
at the naval hospital, and when we consider further than the Philadel- 
phia Naval Hospital has an authorized operating capacity of 1,850 
beds and as of May 13 there were only 1,052 patients in that hospital, 
of which 156 were veterans, there are available, and the naval author- 
ities are anxious to maintain as many beds as possible for the use of 
veterans, approximately 900 beds which are not being used by naval 
personnel. It seems to be almost a crime not to utilize these already 
available beds in this very fine institution. It certainly would reflect 
to the citizenry in general that every effort is being made to keep costs 
at a minimum and at the same time offer the best of hospital services 
to those legally entitled to it, if the beds at the naval hospital would 
be continued for the use of veterans. 

To further emphasize our point of the acute situation and the need 
for the utilization of the beds at the naval hospital, might we point 
out that during the past month over 1.200 applications for hospitaliza- 
tion were processed at the regional office in Philadelphia and an addi- 
tional approximately 250 such applications were processed at the new 
Philadelphia: VA Hospital, and that while the bed allocation at the 
naval hospital is only 125 beds, there actually were 156 veteran pa- 
tients in the naval hospital in Philadelphia on May 13. Ever since 
the authorization for these 125 beds was made, the number of patients 
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has exceeded the 125 figure and the average daily patient load in the 
Philadelphia Naval Hospital has been 135. 

We understand that in order to level off a keep within the budg- 
etary limits up to the end of the fiscal year, it will now be necessary 
to refuse admission to any veteran patients ‘at the naval hospital and 
to clear all veteran patients from that institution by June 30 of this 
year. We further understand that there are no beds available for 
transfer of such patients who need further hospital care. 

The new Philadelphia VA hospital had 341 patients as of May 
13, with 48 additional veterans having been notified to come in within 
the next week or 10 days. Fifty- -three veterans are on the raiting 
list at the new hospital. This new hospital had 9,386 patient- -days 
during the month of April; 309 patients were admitted, 233 dis- 
charged ; and 33 deaths occurred at the hospital in April. The average 
daily admissions to the hospital were 10.5 during April and the aver- 
age daily census during the month was 313; 495 applications, of which 
approximately 50 percent were processed at the regional office, were 
handled at the new hospital during the month of April. 

All these facts and figures indicate one thing, gentlemen, that chere 
is definitely a very acute and very serious situation confronting the 
one-half million veterans in the Philadelphia area. Veterans, who are 
legally entitled and because of their illness need hospital care, must 
be taken care of. The solution is a simple one. The Congress should 
make provision in the 1954 Veterans’ Administration’s budget for the 
continuance of a 400- = allocation by the Veterans’ Administration 
at the Philadelphia Naval Hospital, which is the most Ee and 
most economical way to approach this problem. This can be done 
with the minimum expenditure of funds and at the same time offering 
to those who need the services to which they are entitled the best 
that ean be offered anywhere. 

We sincerely request that this committee, which has been so con- 
siderate in the past, take proper steps to give to the veterans of this 
area the kind of consideration to which they are entitled. 

We appeared before you before and gave you many of the facts that 
are contained here. We particularly appree iate the fact that you did 
spell out in your report to the Administrator of Veterans’ Affairs the 
idea that sufficient number of beds should be maintained at the Phila- 
delphia area to take care of the needs of the veterans, which has not 
been done. 

Here we have a naval hospital in Philadelphia, a hospital that is 
completely staffed to take care of 1,850 patients. As of yesterday I 
checked this very thoroughly with the naval authorities in Philadel- 
phia, and there were only 1,052 patients including the 156 veterans 
who are patients at that hospital. 

Although we only have an allocation of 125 beds there, we have 
been running an average of 135 beds for veterans at the naval hos- 
pital, and the money is running out. 

Mr. Putires. Do you know “how much they are paying—$14.25 ? 

Mr. Markowrrz. $14.25; $14.75 for the fiscal year 19! 54, which com- 
pares with the average cost of general medical hospitals in the Vet- 
erans’ Administration of $18.48, That is what it cost them to operate 
last: year; an average of $18.48. And presently the new hospital in 
Philadelphia has a patient day cost of $24.25. 
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We say that it is economical to allocate funds for naval hospitals, 
cheaper than our own operation of facilities. The facilities are there, 
the staff is there, and the best medical minds in Philadelphia are 
available there. 

Mr. Puiurrs. Mr. Markowitz, you know that this committee thinks 
pretty much along the same lines, so far as we can tell, but it is not 
entirely a one-sided problem. I am compelled to tell you what an- 
other school of thought holds on the subject that is somewhat in- 
fluential in the Congress. That is, that if we give the Veterans’ Ad 
ministration money for contract beds in other hospitals, then the 
history of the Veterans’ Administration, especially in the past few 
years, has been that the veterans they put in are nonservice-connected 
cases, that is, they do not draw a line, you see, between nonservice- 
connected cases, who may have an entitlement to such service, and 
those that may not have entitlement to such service. For that reason 
there has been a growing resistance to giving the money to the Vet- 
erans’ Administration for contract beds. 

I discovered that has entered into this problem a little more than 
I realized when you were down before. 

Mr. Marxowr1rz. We find that both the new hospital and the naval 
hospital there are both service connected and nonservice connected. 
It depends on whether there is a bed. First, they apply at the new 
hospital, the regular VA hospital. If they do have beds for that 
type of patient, all right. If they do not have beds for that type of 
patient, they are sent to the naval hospital and admitted there, and 
they cooperate very well. 

Yet I would say that even if we restrict to service-connected cases, 
the new hosiptal in Philadelphia is insufficient to take care of the need 
of even the service-connected cases that come up in Philadelphia. 

Mr. Puiuies. Well, there are about five divisions of veterans who 
are treated, only the last of which are those that I think this com- 
mittee would even consider as not being entitled to it: Service con- 
nected, service connected with entitlements based on compensation, 
service connected who are there for conditions not directly related to 
service connection, and so forth. It is only when we get down there 
to this bottom stratum that the committee begins to cast a curious 
eye at the expenditure of money, and it is that area in which the 
school of thought, as I call it, feels that if we gave more money for 
contract beds, it would be used by the Veterans’ Administration for 
that group. 

Now I think you agree with us that that should not be so, and I 
think from your testimony that it would not be so. 

Mr. Marxowrrz. It would not be so. 

Let me point out just one item. And I have no quarrel with any 
section of the country. But we take the city of New York, which can 
be compared favorably as far as size, or unfavorably, whichever way 
you want to put it. New York City alone, when the new hospital 
of 1,272 beds will be completed, will have more general medical beds 
in New York City alone than we have in the whole State of Pennsyl- 

vania for all of the veterans. There seems to be a discrepancy there 
which is unfair to the veterans of Philadelphia and the rest of Penn- 
sylvania, as far as that is concerned. But we are very acute in Phila- 
delphia because of the concentration of veteran population. 
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I believe that the Veterans’ Administration can properly handle 
it. We could come in here and say to you, we could ask you to build 
another hospital in Philadelphia in addition to the new hospital there. 
It would cost $8 or $10 million to build a 400- or 500-bed hospital. 

Mr. Puiiiies. I think we have got to meet that poblem head on. 
We are trying to do it in California. We are recommending, instead 
of building another 200-bed hospital in San Diego, to use 200 beds 
in the naval hospital lying idle. 

Mr. Marxowrrz. That is right. 

Mr. Puiiuies. And about 100 miles north is the Corona Hospital 
with at least, I would say, 500 beds idle in perfectly good condition. 

It seems to us, as to you, very reasonable, if we can rent a bed at 
$14.25 in an existing hospital, we should not go out and build new 
hospitals at about $20 a bed and all the upkeep that goes with the new 
hospital. Eventually we are going to try to persuade communities to 
accept, at 90-percent reductions, Navy, Air Force, Army, and Public 
Health hospitals. We have closed 1 public health hospital and are 
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about to close 3 others. 

Mr. Markowitz. We have 900 beds at the naval hospital, and I 
thing they ought to be used. It would be economical. If the entire 
burden is thrown on the community of Philadelphia, they will not be 
able to handle them in their own hospitals. 

Mr. Puitures. What do you people thing of the special services? 

Mr. Lrnsxy. I think they ought to be combined. 

Mr. Pururps. The contact? 

Mr. Linsxy. The special service, possibly, ought to come under 
medical and you would save that much money. 

We have an example at Coatesville, Mr. Phillips, where at one time 
they had 1,300 to 1,500 patients and one woman, Mrs. Stratton, I 
believe it was, in charge. When she left, I do not know how many 
people they have now in special services at Coatesville, costing so 
much money more than it did when they gave us so much service. 

Mr. Puts. It is an astonishing thing, Mr. Markowitz, how a 
little item adds up to a big total when we analyze VA appropriations. 

In my day, when I was more active, we used to do a lot of that 
through the auxiliaries and other groups. 

Mr. Markowitz. We are doing most of the entertainment in the 
hospitals. 

Mr. Puitiirs. One group went into a veterans’ hospital recently, 
so we are told, with a thousand dollars and wanted to do something 
for the disabled veterans, and they were turned down because it had 
not come out of Federal funds. 

Mr. Marxow1rz. I might point out one more thing. General Gray 
was quite fussed a year ago when the money for contact service was 
going to be cut. 

Mr. Putiiips. I have some recollection of that. 

Mr. Marxowrrz. It was restored, they got all the money, and I find 
that the authorization by the Congress was for placing a ceiling on 
the number of contact representatives of 1,509. They have at this 
present time something over 1.900 contact representatives. He found 
money somehow or other, General Gray, approximately over $2 
million, to pay for the salaries of those contact representatives, but 
he could not find $729,000 for the 400 beds for the sick and needy 
veterans of Philadelphia. 
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Mr. Puittiies. General Gray is commg out with an admitted $61/, 
millions unused in the hospitalization fund alone. He could have 
given you $729,000. 

Mr. Marxowrrz. I do not know why he did not. 

Mr. Puitwies. $2 million is going to be left over in his administra- 
tion fund for hospital care, and he has just transferred $5 million 
over to the dental program, which already had $5 million in it before 
he transferred additional money. There are other things like that 
which would be funny if they were not so serious in their effects on 
the veterans. 

You will rememver he told everybody they were letting off 2,300 
people because of the cuts. 

Mr. Markowitz. Yes. 

Mr. Puitires. Do you know how many were actually let off? Eight 
hundred in an actual reduction in force. 

Mr. Linsxy. That is right, and he asked us to go back and get a 
$5 million appropriation. 

Mr. Markowitz. I might finish up my portion. We have just com 
pleted a survey—I do not have the 1 esults with me—just completed a 
survey of all the general medical eee als in Pennsylvania, seven of 
them, including tle Naval Hospital in Phil adelphia, indicating the 
type of veteran there is in there, pecs service, non-service-con- 
nected. cases; indicating indigency, income, and method of being able 
to pay for hospit: alization they are receiving. Indicating also how 
much money they expended in the years they had been ill to whateve1 
extent we were able to get that information. That survey has been.com- 
pleted and it is being summarized now. When it is summarized, 
would like to send you a complete report on the Pennsylvania situa- 
tion. 

Mr. Puouirs. We would like to have it. We just had the Secretary 
of the Veterans Board for the State of California, and they are doing 
the same thing out- there. 

Mr. Marxowrrz. Yes. The Department of Pennsylvania is doing 
it for ourselves. We have a man out there to do the job. We are in 
the process of summarizing it so we will be able to present it to this 
committee and other committees interested in this kind of thing when 
the time comes. 

Mr. Linsxy. In summarizing the picture of the Philadelphia sit- 
uation, Mr. Phillips and gentlemen of this committee, I think the tes 
timony that we gave you in February is practically the same that we 
could testify here today. 

The situation in Philadelphia is critic al. We have over 500,000 
veterans, and I challenge the Veterans’ Administration officials to tell 
me how many of those 500,000 are service-connected or not, because, as 
I made the statement before, they do not know until after they have 
made an examination to determine all the records and then find 
whether or not a man is service connected. 

It seems to me that we are being penalized. I do not know by 
whom. But when the cut came years ago of 16,000 beds in the coun- 
try, Pennsylvania was cut 1,400 beds. ‘Had they permitted us to go 
through with the 1,000 beds in Philadelphia, perhaps this situation 
would not have arisen and we would have been well taken care of. But 
instead they cut us down 500 beds, saying to us at that time, “Well, 
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you have the naval hospital with 400 beds.” Now they are coming 
along and taking that away. 

What I cannot understand is this: If they can find money from 
April, or whateva date it was that the committee gave the directive 
to maintain 125 beds, certainly they could have found with the amount 
that they will have left over, as you have indicated, enough to pro- 
vide for the 400 beds until the end of the fiscal year. 

We have never agreed with the Veterans’ Administration officials 
so far as members are concerned because we go in and check and find 
that we are not in accord at all on the number of applications for 
hospitalization which they say have been processed and which we 
say which have been processed. So somebody is hiding behind some- 
thing, and I do not know why. 

We are in the need of beds. We find that if the 400 beds were 
maintained at the naval hospital it will cost approximately $2 million 
for the whole year. That is what we are after. We want those 400 
beds in addition to the 341 beds now being occupied at the Veterans’ 
Administration hospital. When they add them both together, we 
find we have lost beds in the Philadelphia area rather than gained 
because of the 500-bed hospital they were supposed to have completed 
for occupancy by disabled veterans. 

We appeal to you and we know you will give us consideration in 
trying to at least maintain the 400 contract beds at the naval hospital, 
which is very important in the city of Philadelphia and the entire 
vicinity. 

Mr. Puitures. We thank you gentlemen very much. We are very 
glad indeed to have had you with us. 
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